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In recent years, agricultural enterprises in Ukraine, especially those that are medium-
andsmall-sized, have had virtually no access to loans from commercial banks, even given
a state programme that provides partial compensation in terms of interest rates.

Agricultural producers should have access to alternative credit options. This study

has been conducted by experts from AMDI and elsewhere, as requested by FAO,

in order to provide information and consultative services to MinAPFU on the

possible implementation of alternative mechanisms of lending to the agrarian sector.
One option that operates successfully in Brazil is the system of credit based on the
collateral of a future harvest. This study highlights Brazil’s experience with the financial
instrument of CPRs (cédula de produto rural). CPRs are notes or agreements to supply
agricultural produce in the future in exchange for monetary or tradable inputs that
allow farmers to function in the present. The study considers the economic and legal
advantages and risks associated with the introduction of these agrarian receipts (ARs).

The essence of tradable CPRs is that after their issuance and sale an agricultural
producer obtains financing in exchange for the obligation to deliver the goods. In
tradable CPRs, the general amount of produce, its quality, the date and the place of
delivery are clearly defined.

Financial CPRs are issued to those companies, suppliers or investment funds that are
not involved in the sale of agricultural produce. With financial CPRs, the agricultural
producer is obliged to repay the funds by an agreed period of time. Such notes envision
either the current price of produce at the agreement’s conclusion date, or the price of
produce at a settlement date defined by the note. A subject of collateral may be insured
by a creditor or a borrower by mutual agreement.

By our calculations, following the first year of the use of agrarian notes in the Ukrainian
economy, agricultural producers have benefitted from additional loan resources in the
amount of UAH two to three billion.

This report was compiled with the materials of EBRD, FAO and IFC along with some
operational information from the MinAPFU and from other state agencies of the
country. Our experts have also evaluated the relevant legislation that deals with issues
of lending, pledging and guaranteeing of delivery in Ukraine. This analysis has allowed
us to propose a draft law on implementation of ARs in Ukraine. Some proposals about
the modernization of the operating system of grain warchouse documents (GWHD)
through integration into a unified system were also included in the report.



The team used a combination of different research tools, including statistical and legal
analysis based on different data sources that are referred to in the text. The team also
held broad discussions with the private sector, government institutions and banks.

Our proposed methodological approach is based on mobilization of stakeholders to:

establish public—private dialogue (PPD);

empower those mobilized and committed stakeholders with operational
financing systems;

focus technical assistance (TA) for financing systems development and
implementation; and

focus TA for legal platform development to ensure operational financing
systems.

Based on this methodological approach, the goal for implementation activities in

Ukraine should be:

the improvement of agricultural financing and market-oriented agricultural
policies by development of legal platforms and tools for integrated pre- and post-
harvest financing systems (PPHES);

simplification of access to short-term credit resources; and

reinforcement of new and ongoing PPD.

Creating PPD with the Government of Ukraine (GOU) and MinAPFU in order to
get their political support for further initiatives is imperative. Strengthening PPD will
help to establish transparent civil society feedback. The PPD shall have an “open entry”
for participation of the private sector and donors, as well. The end results include the
vision of these parties becoming stakeholders for enhanced policies and regulations,
which will provide an improved investment climate, better trade regimes and efficient
financing. The idea of PPD development is a “new and an old one” in Ukraine, so
mutual reinforcement of it with other donors, such as EBRD, FAO and IFC, as well

as with USAID, P3DP and Agrolnvest, will help to create the critical mass needed for

sustainable results.

The approach will also facilitate the establishment of relationships with commercial
banks and funding institutions. These can conduct a dialogue with and support the
PrHF and GWHD systems as they are established. These relations will become a
platform for cooperation in anticipation of future funding needs. At the same time, this
methodology will assist the GOU to facilitate a credit line from international financial
institutions (IFIs) or on-lending local commercial banks; to adopt changes to legal and
regulatory framework;and to roll out the approach to all other stakeholders.

Finally, the suggested methodology will directly improve the primary and secondary
legislation and PPD, thus providing visible increases in agricultural production and
related economic growth in the country.



IV. SYSTEMS DESCRIPTION AND FURTHER
DEVELOPMENT CONCEPTS

1. BRAZILIAN EXPERIENCE AS TO CPR INTRODUCTION

The agrarian sector of Brazil produces more than 33 percent of gross domestic product
(GDP). Traditionally, the agrarian sector holds the leading place in Brazil’s economy,
employing more than 40 percent of the working population, which is more than work

in industry.

While climate may account for the economic importance of the agrarian sector, in
many other countries, favourable climate and fertile lands do not necessarily result in
the efficient use of these resources. Much of Brazil’s success is the result of the attraction
of investments through the strictly regulated financing of the agrarian sector. Given

the increasing global demand for food products, Brazil has an indisputable advantage
because of the availability of 90 million hectares (ha) of uncultivated land, which is
suitable for agriculture.

In the 1980s and 1990s, Brazil experienced a number of financial crises. In the mid-
1990s, agricultural production was in decline. State financing of agriculture was about
80 percent, but costs of agricultural inputs and production were constantly increasing
which added to the pressure on state budgets. And while state financing of agriculture
was increasing, the harvests were not. The annual needs of agriculture in Brazil in
financial terms is about US$ 149 billion, 40 percent of which is provided by the
National System of Crediting of Agrarian Sector (SNCR).
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Figure 1. Volumes of bank financing of the rural sector and dynamics of production of
the agrarian sector in Brazil

Figure 1 provides the dynamics of volumes of production of the agrarian sector and
volumes of bank loans to the agrarian sector for the period from1969 to 2009. It is
composed of three phases, designated: gold, crisis and market. Up until 1986, one can
observe a slow increase of volumes of production of agrarian products in relation to
large volumes of banking loans. However, the economic impact of banking resources on
production was not high enough. While the state lending programmes to the agrarian
sector were in place and were enormous, the money was spent inefficiently.
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In the period from 1986 to 1996, known in Brazil as the period of crisis, bank financing
decreased considerably. The production of agrarian produce was directly dependent
upon the market, and a sharp fluctuation of production of agrarian products was
observed annually.

The lack of financial loan resources, including the absence of banking institutions in
rural area, high interest rates and the absence of alternative sources of financing also had
a negative impact on agrarian activity (Renato M Buranello, Machado)[1, 2].

At this point, the agrarian enterprises together with the Government of Brazil reached
an agreement about the introduction of a new financial instrument initiated by the
Bank of Brazil. The essence of the idea was to create a loan that would replace the
contract used by the trading companies to purchase the goods in advance.

From 1996, Brazil faced the market phase, when the new financial instrument of CPRs
for agrarian farmers was introduced. In addition, some special loan programmes for
the agricultural sector were also implemented. A considerable increase in production
of agrarian products was observed against a background of rational crediting by the
commercial banks and the attraction of the new loan instruments.

Before the introduction of CPRs, the financing of the agrarian sector was limited to
the loans provided by the banks and credit institutions, or to direct financing by agro-
industrial companies and traders by the way of advance payments for inputs, seeds,
pesticides, etc. These were provided in exchange for farmer’s liabilities to supply the
produce to the creditor.

After the adoption of the relevant draft law in 1994, a financing mechanism was created

that was a government attempt to find some alternative sources to support the agricultural
production with inputs. CPR was one of the credit mechanisms introduced. It was
successfully implemented by joint efforts of the Government of Brazil, the Bank of Brazil and
with the immediate participation of the main agrarian enterprises.

It should be noted that at the end of 1994, when CPRs were implemented, and up to
1996, the results were not as expected. The campaign for the implementation of the
new mechanism of lending was not very active, and other programmes of support from
the state to agrarian sector were not implemented.

Today, agrarian producers finance their activities using bank credits (30 percent), their own
funds (30 percent) and CPRs (40 percent) (See Figure 2). The breakdown of some types of

Brazilian agricultural produce in terms of volume of attracted loans is given in Figure 3.

Own Funds 30%

Source: Market Estimate

Figure 2. Sources of financing of the agrarian sector of Brazil (2007-2010).

The main beneficiaries are the producers of soybeans, coffee and cattle.
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Figure 3. The volumes of attraction of loans with the breakdown of some types of
agricultural produce in Brazil (between 1994 and 2004)
The application of CPRs stimulated the export of agricultural produce in Brazil. Today,
Brazil is the biggest world exporter of soybeans, sugar, beef meat, coffee, orange juice
and tobacco. Itis also the second biggest exporter of soybean meal, chicken, soybean
oil, and the fourth largest exporter of pork meat, corn and cotton.
The data of the Ministry of Agriculture of Brazil indicates that the share of export of
agrarian products increased from the level of general production of 4.9 percent in 1997
to 6.9 percent in 2006. In the period from 1997 to 2006 the annual average increase
of inflows from export of agrarian products and animal breeding products in Brazil
reached 9.6 percent. In 2008, the income from the export of animal breeding products
and agriculture was US$ 197.9 billion, that is, 4.5 times higher than in 1994, when this
indicator was at the level of US$ 43.5 billion.
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Figure 4. Export of agricultural produce of Brazil

From 1994, Brazil had a successful financial instrument in the form of CPR contracts.
Figure 4 illustrates their impact on the dynamics of volumes of production of
agricultural produce.
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Figure 5. Options of possible financial provision for agricultural producers of Brazil
in the year 2010

Figure 5 shows that today the agricultural enterprises of Brazil have the opportunity

to obtain bank loans both at the market interest rates of 13 percent and also at the
discounted interest rate of 6.75 percent. Also, agricultural produce is sold by forward
contracts, which stipulate the delivery of produce in the terms defined by the agreement
at the price when the agreement is concluded. Part of the produce is sold in exchange
for the supplied inputs. Produce sold with the application of CPR contracts accounts
for a large proportion of the produce considered in our study. CPR contracts may also
contain a pledge that is provided to a creditor.

In Brazil, there are two types of CPR contracts: tradable (commodity) and financial.
Depending on the type of CPR owned, funds are available in the form of commodity of
money:

Tradable CPRs were introduced at the legislative level in Brazil in 1994. After the
issuance and sales of such document, a producer obtains financing in exchange for the
liability to supply goods at a previously agreed place and time. In tradable CPRs, the
general quantity and quality of goods, and place and date of delivery are clearly defined.

Financial CPRs were introduced in 2001 in order to attract investors who were not
comfortable dealing with agrarian products. For instance, if an enterprise is involved
in the supply of fertilizers or means of production and is not specialized in the sales

of agricultural products, then it has the right to conclude an additional agreement
with traders or with agro-export companies in order to sell its agricultural products.
Financial CPRs were also available to investment funds that did not want to deal with
agricultural produce. The financial contracts were the liabilities, in such cases. The
essence of financial CPRs is that a producer is obliged to repay the funds in a given
period of time. Such CPRs envision either the current price of products or the price of
products as of the date of settlement by the CPR. The correlation between volumes of
tradable and financial CPRs is given in Figure 6.
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Figure 6. Correlation between tradable and financial CPRs
Contracts—liabilities may be registered in the CPR register at the Brazilian Commodity
and Futures Exchange (BM&F). Such CPRs in Brazil are equalized to securities. They
are quoted at the exchange and are exempt from tax on financial transactions for legal
entities, and from income tax for individuals. The issuance of contracts—liabilities can
take place with the immediate participation of a bank that adopts the issuance and
purchase of CPRs.
The limit of loan that is received by the issuer—enterprise is within the range of 30 to
70 percent from the calculated quantity or cost of future harvest. It is dependent on
the type of produce and the phase of production (i.c. preparation, sowing, cultivation,
collection, storage, etc.).
As to the accruals, all fees are paid by the buyer and the producer is freed from a payment.
When a farmer’s enterprise submits the bids to issue CPRs, a credit analysis of the
enterprise is conducted. Registration of data, history, production capacities, resources,
assets, etc. are checked and the upper limit that defines the level of credit risk for the
customer is determined.
In the 2009/2010 marketing year CPRs were used more frequently by enterprises involved in
the growing of coffee, rice, soybeans and the raising of cattle, as is seen in Figure 7.
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Figure 7. The volumes of loans to the agrarian sector of Brazil with the use of CPRs in
2009/2010 MY by product type
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CPRs are similar to forward contracts and are considered as an instrument that includes
two components:

1) As a debt liability that envisions the delivery of a certain quantity and quality of
products (tradable CPR) or money (financial CPR);

2) As a guarantee of the existence of an issuer, since the holder of CPR has the right to
the next year’s harvest, in cases where settlements are not processed in the current year
due to poor harvest, etc.

Thus, through the mechanism of CPR agreements, the agricultural producers (or their
associations, such as cooperatives) sell agricultural crops before the harvest (under a
future harvest collateral), receiving funds or commodity inputs that are necessary for
the cultivation of this produce. They then have the responsibility to supply a certain
amount of this produce at a specified time, place and price.

Due to the use of such instruments in Brazil, the volumes of agrarian sector crediting
reached US$ 5 billion annually, and agricultural commodity producers managed to
increase their gross production and harvest.
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Figure8. Production and harvest of soybeans Figure 9. Production and harvest of coffee

Figures 8 and 9 illustrate the trends of volumes of production and yield of soybeans and
coffee, respectively. Similar trends are observed for the enterprises that are involved in
cattle breeding, poultry, corn, sugar cane, rice, etc.

The scheme of functioning of CPRs in Brazil is represented in Figure 10.
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Figure 10. The scheme of application of CPRs for future harvests in Brazil
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Figure 10, which outlines the scheme of application of CPRs in Brazil, shows
that the agricultural enterprise receives a bank loan based on the collateral of the
future harvest, having concluded the contract-liability. Meanwhile, there is close
contact between creditor and the farmer or issuer of the CPR in terms of the
sharing of knowledge about transactions, the average harvest in certain regions,
the potential capacity in terms of harvest, etc. Such a system allows creditors the
opportunity to track down the status of a future harvest. The property collateral
and land is registered in the owner’s name through CPR registration, and there is
constant monitoring either by independent agents or by the creditors of secured
collateral. Detailed monitoring is mandatory at all phases. A field visit occurs
before sowing, followed by regular monthly visits, and, then, during harvest,
round-the-clock inspection takes place to ensure that no default of farmer-issuer

is taking place [3].

The key factor for success of CPRs in Brazil is a simple system of enforcement:
these decisions are made efficiently, within one to two days. Another important
factor is the impossibility of application of force majeure conditions to CPRs.
Thus, a borrower has very limited opportunities to deny or to dispute decisions
made through the enforcement process.

Also, if the commodities are not sufficient to cover a debt obligation, then the
collateral is valid for the next marketing year. The terms of the agreement are left
in force until the moment of full debt reimbursement [4].

A CPR is acknowledged to be an agreement that confirms the liability of a debtor
for the benefit of a creditor. For instance, if the farmer cultivates soybeans using
a forward agreement, he has to sell his produce in October with delivery after
harvesting, in April. Meanwhile, the means of production for the cultivation

of soybeans are paid in local currency, and the prices for agricultural products
are in US$. The loan is provided for a term from 60 to 360 days, but the most
popular terms are for a period of between 150 and 180 days. As a result, the
price of collateral may be substantially different from the market price, which is
dependent on the status of a field and the situation in the market at the time of
sale. As a rule, the Brazilian farmers receive a lower price than the anticipated
market price.

The payment for the future harvest is done in two phases: first, when a part of the
forecasted sum is paid and a pledge grain tonnage is fixed; and second, when there
is the full settlement after the harvest of grain crops. At the final payment for the
grain, the market prices at the settlement date are applied.

Under the laws that establish the rules of CPR usage in Brazil, owners of CPRs
have a right to conduct voluntary monitoring of the CPR collateral. It usually
means that CPR owners and their agents control the processes of seeding-down,
crop development, harvesting and harvested crop storage that are done by the
debtor under the CPR. For instance, the Brazilian division of BASF conducts
such monitoring via its own sales managers that are in touch with debtors, as
debtors are also consumers of BASF products. In some cases, special agents for
monitoring are used, especially in remote regions of Brazil where CPR owners
have no offices. Also, not all of the actions of CPR debtors are monitored: only
the performance of unreliable debtors attracts attention for monitoring processes.
This fact greatly reduces the expenses of monitoring. The cost of monitoring in
Brazil is determined through negotiations with individuals and can be between
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US$1/ha to US$100/ha. Prices depend on the field area, its location and
remoteness from the monitoring office, type of crops growing in the field, etc. On
average, Brazilian BASF monitors only 5 percent of collateral under CPRs.?

The experience of Brazil shows that without state support the introduction of such a
financial instrument is not possible. The Bank of Brazil is the most active in working
with CPRs. The government stimulates the use of CPRs, and, in its turn, the Bank of
Brazil analyses the credit capacity of a producer and defines the amount of a loan to

be allocated. Meanwhile, the creditor performs the inspection having full access to the
field where the future harvest is cultivated. Where necessary, the evaluation of regional
risks is conducted based on natural (environmental and climate) conditions.

Also, the experience of Brazil confirms that what is fundamental for the introduction
of CPRs is strong state support, particularly through the establishment of legally clear
rules. Only once these are in place can CPRs:

help all chain participants to increase their financial opportunities for their activity;

give larger guarantees/pledges for traders than the usual types of agreements;

provide farmers and other small producers with an additional loan by way of the
use of its agricultural produce as a payment guarantee;

increase trust in the agribusiness sector; and

encourage steady growth even in markets with a high level of risk.

For Ukraine, agrarian production is a strategically important sector of the economy.
The financial security of agriculture is one of the strongest factors affecting economic
growth. The share of agriculture in the GDP of the country during the period from
2007 to 2009 grew from 15.6 percent to 17.2 percent, because of a considerable drop in
other sectors [3].

According to information from the State Statistic Committee of Ukraine, in 2009, the
average level of efficiency of agrarian production in the country was 13.8 percent.

Meanwhile, crop production had a higher economic efficiency (16.9 percent) than
animal breeding production (5.5 percent). The production efficiency of sunflower seeds
was also very high (41.4 percent) along with sugar beets (37 percent). At the same time,
there were negative production values in cattle meat (-32.9 percent), sheep and goat
meat (-31.8 percent) and poultry meat (-22.5 percent).

It should be noted that these indicators are calculated by the data of all Ukrainian
agrarian enterprises, the majority of which perform business by extensive methods,
until now using obsolete technologies and equipment. The economic results of modern
innovative enterprises are better than indicated in the official data.

2 — Information is received by questioning representatives of the Ukrainian division of BASF T.O.V. Ltd.
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Figure 11. Level of efficiency of agrarian production in Ukraine

Agrarian enterprises are not attractive loan opportunities because of low solvency,
insufficient financial status, lack of liquid security and high credit risk.

It should also be noted that in recent years in Ukraine a class of large producers, or
agroholdings, that process up to 20 percent of agricultural lands has emerged. They
apply modern technologies of intensive harvesting and technical crop production and
have a large network of procurement and sales infrastructure that can directly export
agricultural produce.

The world food crisis provides an opportunity for the development of agricultural
production in Ukraine. There is the possibility to implement our competitive advantages
given the country’s considerable inventory of black soils, favourable natural and climate
conditions, the convenient location of agricultural lands and the availability of a cheap
labour force. Ukraine should pay special attention to the development of agrarian
production and should implement the actions oriented for its support.

Credit; 13%

—

State Budget; 4%

Shortage of funds; 49%

Current assets of enterprises; 36%

Source: SSC, MinAPFU

Figure 12. Structure of financing and pledges of agrarian enterprises of Ukraine
(2009-2010)
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According to the data of the MinAPFU, UAH 180 billion is needed in order to
develop the infrastructure of the agrarian market in the next four to five years. In
addition, the fixed assets of production require capital investments for the renewal in
the amount of UAH 250 billion for the same period. Besides that, in order to secure the
normal mode of animal breeding sector operation, UAH 43 billion is needed per year,
while for crop production UAH 57 billion is required per year; that is, at total of UAH
100 billion is needed per year. In recent years the lack of necessary funds is about 50

percent (Figure 12) [4,5].

FAO’s data for the period of 2015 to 2019 in Ukraine, forecasts reductions in the
volume of pork meat and beef meat produced compared to the period from 2005 to
2009. However, FAO’s data forecasts an increase in the production of wheat,oil-yielding
crops, feed grain and poultry (Figure 13).

The GOU intends to institute national programmes to increase the production of
grain, vegetables and cattle meat.
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Figure 13. Forecast of trends of production of agricultural produce in Ukraine
and in Brazil (comparison of the period 2015-2019 to 2005-2009)

BANK LOANS

In recent years, the financial and credit supply to agricultural producers has consisted
of entrepreneurial activity, the attraction of the financial inputs of commercial banks,
input suppliers, credit unions and state financial support.

In the Law of Ukraine “On Stimulation of Agricultural Development for the Years of
2001-2004, it was envisioned that the state would allocate funds to make the cost of
loans to the agricultural producers less expensive. On the basis of this law, annual funds
from the state budget were to be distributed between creditors and borrowers by the
MinAPFU on the basis of mechanisms adopted by the resolutions of the government.

In 2005, by the Law of Ukraine “On State Support of Agriculture’, the availability of
these funds was confirmed. However, a new infrastructure unit — the Agrarian Fund —
has been introduced.
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In practice, it appears that the existing system of loan provision envisions the allocation
of cheap loans only to enterprises that have a high level of solvency, liquid collateral
and that participate in production of goods that are subject to state price regulation.
Such approaches reduce the opportunities for loan provision to agricultural producers,
in general, especially those who have innovative projects. These producers do not have
security to guarantee the repayment of loans or relevant indicators of solvency that
would ensure the receipt of loans. Those indicators are available to them only after the
implementation of their innovative projects.

Best practices dictate that in market economies a considerable place should be allocated
to extra-banking mechanisms of lending. One of these is the mechanism of commercial
lending related to the purchase and sale of goods in credit, with the contract to be
concluded with or without an agreement. In the latter case, specific pledge papers,
much like promissory notes, are created. Circulation of these notes operates as a
separate financial and crediting mechanism.

Unfortunately, the mechanism of commercial lending, especially in this note type,

is used less often in the agrarian sector given the insufficient system of information
about solvency of borrowers and lack of qualifications of managers and specialists of
businesses in the area of financial relations [5].

In terms of extra-banking mechanisms of credit, the mechanism of cooperative
crediting is under development in Ukraine. This method is used by credit unions for
the disbursement of microcredits, half of which bear the consuming feature. But this
option has limited use for small and medium-sized enterprises in villages because

of the insufficient development of a network of credit unions and the incomplete
development of a system of credit cooperation at the legal level.

In recent years in Ukraine, banks and the state have been the dominant mechanisms for
credit in the agro-industrial sector (AIS) (Table 1 and Table 2).

Table 1. Dynamics of volumes and structure of bank loans attracted by the enterprises
of AIS in 2000-2004

Volume of loans provided (%) 100 280.7 296.7 221.6 430.3 330.3
Out of them: short-term 100 2947.4 289.5 229.2 353.1 253.1
medium-term 100 140.0 368.4 146.3 1202.1 1102.1
Volume of discounted loans 100 342.7 263.4 389.9 4452 345.2
Share of loans provided: short-term 90.9 95.5 88.7 94 74.6 -
medium-term 10.0 4.8 12.7 6.4 34, 15.6
Share of discounted loans 39.1 13.9 13.2 17.7 9.1 -30
Attracted discounted loans with 100 UAH
compensation of interest rates, UAH 255.5 7171 7579 566.3 1099.4 843.9
Average interest rates of banks for the use 54 33 958 90.8 171 2369
of loans in national economy
Including agrarian enterprises 48 29 25 18 16.8 -31.2
Central Bank’s interest rate 18. 14 10 12 10 -8
Level of repaymentl of loans by the 36 92 92 38 94 8
enterprises of AlS in percent
Including agrarian enterprises 92 94 93 92 96 4
Number of enterprises that obtained 100 990 9 196.9 447 186.7 86.7

discounted loans in percent

Source: MinAPFU
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Given the fact that the mechanism of state support of Ukraine’s AIS was changing
annually alongside the fluctuations in volume of support for discounted loans, so, too,
the volume of attracted loans was unstable. In 2009, overall volumes of loans provided
by banks fell by two thirds, while medium- and long-term loans, in particular, decreased

by 130 percent (Table 2).

Table 2. Dynamics of volumes and structure of bank loans attracted by the enterprises
of the AIS in 2005-2009

Total volume of loans provided to 2004 (%) 115.6 123.2 114 137.2 33.7 24
Short-term 99.2 121.2 121.3 105.1 48.4 39.8
Medium-term and long-term 163.9 126.8 101.6 202.4 12.6 10.9
Volume of discounted loans 210 92.1 110.1 195.1 17.2 13.3
Share of loans provided: short-term 64 63 67.0 51.3 73.7 76.5
Medium-term 56.3 58.8 493 94.8 24.7 22.1
Long-term 0 0 0 33 44.6 411
Share of discounted loans from all loans 73.5 95 53.1 75.5 38.5 37
Share of transitory loans 0 20.7 28. 30.4 189.3 178.3

Discounted loans attracted for UAH 100,
compensation of interest rates, UAH

Dynamics of number of enterprises that received
the loans in percent

136 181.9 188.4 132.5 260 1874

139.1 156.8 104.3 100.3 23.8 34.6

Average interest rates of banks for the use of loans 18 20 18 24 27 27
Central Bank’s interest rate 10 10 9 12 10.25 7.25
Leveloof repayment of loans by the enterprises of 93 77 87 82 n/a m
AIS (%)

Including agrarian enterprises 72 86 85 78 n/a HO

The amount of compensation of interest rates from
the state budget, UAH

Source: MinAPFU

10 10 9 12 15.37 HO

In 2009, the volume and a share of discounted loans fell, but the share of transitory
loans and their cost have increased, exceeding the National Bank’s discount rate.

Despite a considerable increase in the volume of loans attracted for each UAH 100 of
allocated subventions from the state budget, the number of enterprises that obtained
loans decreased.

The main reason for this drop is the fact that during 2009 the banking institutions
increased interest rates on loans they had previously disbursed, regardless of the loan
currency and the exchange rate of UAH to foreign currencies. In some cases, the loan
rates increased by three to five percent.

The development of mechanisms of attraction of financial resources is restrained by the
fact that:

m the system itself is incomplete;

m there is a lack of proper legal regulation;

m alow level of profitability in the agrarian production; and

m inadequate qualifications in managers dealing with financial transactions.
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Today, the GOU studies and processes proposals on the basis of the experience of
countries with a developed market economy. It considers the theoretical foundations for
the creation of a system of attraction of financial resources for the functioning and the
development of a village. And it has created new infrastructural units like the Agrarian
Fund and Fund of Loan Guarantees. There has been the development of a system of
credit cooperation and the modernization of a large number of credit mechanisms,
including mortgage loans and financial leasing.

The analysis of lending to agricultural producers has shown that in a number of risk
groups, the value of loan repayment by the agrarian borrowers has decreased. According
to the data of the National Bank of Ukraine (NBU), in 2009, the overdue loan
exposure in the areas of agriculture, hunting and forestry had increased both by the loan
terms and its currencies. The main reason for this increase is the weakness of the system
of loan repayment guarantees. In conditions of financial crisis in the country, when one-
third of agrarian enterprises are loss-making, the main type of provision of execution of
credit liabilities is a pledge.

For example, the joint-stock company Ukrsotzbank, uses two types of loan securities.
The most popular type is property sureties as loan security or collateral for borrowers
and third parties (average 88.8 percent). The second most popular type of collateral is a
pledge in the form of property rights on bank account deposits in cash and/or securities
(average 9.8 percent).

As can be seen from the analysis of lending conditions of ten banks that provide long-
term loans to agricultural enterprises, guarantees of repayment on these kinds of loans

are based primarily on pledged property (Table 3).

Table 3.Conditions of banking long-term lending to agricultural enterprises in
Ukraine in 2009

Ukrsotzbank: agricultural Upto  UAH17-19%; No less than 30% Property acquired for the
equipment, machinery seven  foreign currency, 10.5-13.5%. account of a loan

years
JSC Forum: agricultural Upto  €and US$13%; UAH, 16-17%. No less than 20% Property acquired for the
equipment, purchase of seven  Fee of 1%. account of a loan and
pedigree animals years additional property
Privatbank: agricultural Upto  €and US$15-16%; UAH 30-50% (dependent  Property acquired for the
equipment, purchase of five 18-20%. on individual factors of account of a loan and
pedigree animals years the project) additional property
Finances and Credit: Upto  Foreign currency 13-15%; No less than 30% Property acquired for the
agricultural equipment five UAH 18-22%. account of a loan

years
Reiffeizen Bank: agricultural Upto € and US$13%; UAH 16.5%. Fee No less than 30% Property acquired for the
equipment seven  for allocation is 1%. account of a loan and

years additional property
Ukrsibbank: agricultural Upto  UAH from 16%: US$ from No less than 30% Property acquired for the
equipment, purchase of seven  12.5% ; € from 12%. Fee: 1.55% account of a loan and
pedigree animals years  from the amount of loan in UAH; additional property

1.99% from the amount of loan
in foreign currency.
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Prominvestbank: Upto  UAH 21-22%; 25% Property acquired for the

agricultural equipment, seven  foreign currency from 12-14%. account of a loan and
machinery, purchase of years additional property
pedigree animals, fixed
assets
Nadra Bank: agricultural Upto  UAH 18.5%; No less than 30% Property acquired for the
equipment, fixed assets five foreign currency 13-14.5%. account of a loan and
years additional property
Index Bank: agricultural Upto  UAH 18%; foreign currency No less than15% Property acquired for the
equipment purchase of ten 12%. account of a loan and
pedigree animals years  Fee 0.5% from the loan amount additional property
plus 300 UAH for consideration
Ukreximbank: agricultural  Upto  UAH 19%; foreign currency No less than 30% Property acquired for the
equipment five 12.5-13% account of a loan
years
Source: NBU

The legal norms that regulate collateral relations are out of date and require revision. In
particular, the provisions of the Law of Ukraine “On Collateral” require improvement
in relation to the collateral of secured property, which is subject to high taxes and fees.

This fact and the volatility of the market value of pledged property accounts for the
banks’ requirement to provide collateral with value one and a halftothree times higher
than the amount of the loan. While mandatory independent assessments of collateral
increase the value of the loan in case of its transfer as collateral, they also restrain the
right of the owner to freely dispose of property.

The value of collateral should exceed the loan amount by one and a half to three times,
and should include the full amount of liability; that is, the loan principal, interest rates

and other payments (Table 4).

Table 4. Approximated scoring system of collateral used by the banks

Buildings, facilities 50-70
Equipment 10-40
Transportation means 20-60
Inventory, finished goods, raw material, semi-products 20-50
Goods at the warehouse 30-50
Deposits 90-95
Source: NBU

To some extent, the introduction of grain warchouse (GWH) receipts improved the
mechanism of grain collateral and provided additional guarantees to a security holder
in terms of custody of transferred secured property to elevator, in the accordance with
the Law of Ukraine “About Grain and Grain Market in Ukraine”

Considering the absence of sufhcient liquid assets in agricultural enterprises in the form
of modern agricultural equipment and real estate, banks cannot conclude mortgage
agreements on land plots that would be an efficient item of pledge for long-term
crediting of agricultural enterprises. But agrarian mortgage crediting necessitates the
availability of a network of additional financial and crediting institutions.
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Commercial banks accept guarantees or sureties only from financially sustainable
legal entities and individuals. The best are the guarantees of commercial banks. In
order to evaluate the solvency of a guarantor, the bank performs a detailed analysis
of its financial status. For better security of the above-mentioned types of collateral,
there may be a tripartite agreement concluded between bank, guarantor (i.c. surety,
insurance) and borrower, in terms of the item of pledge.

The form of pledge of loans can be the insurance. In case of insurance of a loan and

the interest on it, the bank analyses the financial status (i.e. solvency) of the insurance
company involved. The insurance agreement should stipulate that the insurance
company is fully responsible for the credit risk, including non-targeted use of a loan.
Traditionally, domestic commercial banks do not use insurance to ensure a loan because
of problems with the solvency of Ukraine’s insurance companies.

The analysis of Ukraine’s bank lending practices in terms of agricultural enterprises
shows that problem loans may occur in relation to factors beyond the control of bank
and borrower such as: changes of legislation; a worsening of economic situation;
unfavourable weather conditions; and introduction of the new technologies of
production. More often, problem loans result from miscalculations of a bank and a
borrower. For example, banking mistakes include:

improper analysis of the solvency of the borrower;
insufficient loan pledge;

wrong structure of a loan that does not cover the specificity and seasonal features
of the sector;

mistakes made while preparing the loan file; and

insufficient control over the financial and business activities of the borrower.
The mistakes made by borrowers include:

mismanagement; deterioration of product quality;

loss of market for raw materials for processing enterprises;

problems with the sales market for producers of agricultural produce and
processing enterprises;

insufficient financial control; and

an inadequate marketing policy.

The lending practices of world banks, unlike those of domestic banks, do not tend to
make as much use of collateral as an instrument of provision of banking loans. It is
thought that the necessity for constant control over collateral and problems with sales
are a burden to world banks and distract them from their main business activity. In
developed countries, the mortgage, goods, equipment and other assets of a company are
used as a pledge. Of course, the insufficiency of loan pledge remains the reason that the

banks make losses on lending (Table 5).
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Table 5. Enforcement of banking loans in Germany

Mortgage 3 60-80

Deposit as security in lending bank 3 100

Surety (guarantee) 2 Dependent on the level of solvency of surety (guarantor) — up to 100
Pledge of securities 2 Securities yielding solid interest rate of 70-80, shares of 50-60
Transfer of claim on delivery of goods 1 20-40

or rendering of services

Source: http://www.vkredit.org.ua

In the United States of America more than 80 percent of loans are issued under the pledge of
houses. As a pledge, land runs second. It should be noted that only two percent of American
borrowers do not repay their debts, necessitating the sale of their property. In the United
Kingdom, the crediting of farmers is done for a period from 5 to 40 years. Meanwhile, the
maximum amount of collateral is one-third of the cost of the property. In the Czech Republic,

a fund has been created to ensure the credit security of agriculture. Guarantees are provided to
the banks that issue loans to agriculture and 50 percent of the interest rate is compensated for
short-term loans and 80 percent of the interest rate, for long-term loans. In Kazakhstan, there is a
fund to guarantee mortgage loans. The fund’s founder is the National Bank of Kazakhstan, which
contributed Tiin 500 million to the statutory capital of the fund. In Denmark, there is a provision
of state guarantees to farmers’ loans and discounted loans are given to young farmers who start
their own business.

It should be noted that the guarantor institutions are used to the composition of the loan market
infrastructure. Insurance and guarantee companies, especially in relation to mortgages, work
efficiently in the United States of America, Canada, the United Kingdom, Italy, Spain, Sweden,
Australia, New Zealand, China (Hong Kong), Isracl, South Africa and many other countries.
Such institutions are necessary:

m to reduce the risks of creditors;

W to increase of accessibility of borrowers to loans;

W to increase loan amounts in comparison to the amount of secured property;
m to decrease interest rates for the borrower; and

m to extend the terms of lending.

In recent years, in many countries, the collateralized financing of agricultural producers is used
through a guarantee of supply that permits them to obtain large loans from foreign banks.
Simultaneously, these producers preserve the right to manage — and even to sell — collateralized
property.

Financing that includes the attraction of resources of foreign banks under the guarantees of
national export insurance agencies, can be very useful and are widely used in the international
loan market. With such a goal in mind, in each European Union (EU) country, specialized
financial institutions are created and function actively to provide guarantees to banks as to timely
repayment of loans and interest. These institutions are called export insurance companies.

In Ukraine, there is a moratorium on sales of agricultural lands until the end of the current year.
This block is also a restraining factor for access to banking loans for agricultural producers.

In general, in Ukraine, the crediting of the AIS is related to the features of the provision of
collateral. The amount of collateral in commercial banks is three to five times larger than the
loan amount. The inability to use fixed assets as collateral is explained by the fact that their
amortization sometimes reaches 90 percent. The share of the agrarian sector in the fixed assets

23



of the national economy of Ukraine fell from 23.3 percent in 1993 to 13.3 percent in
2001. By 2004, it had fallen to 4.5 percent, and at the end of 2008 the specific weight
of fixed assets cost of agriculture was 3 percent. Given this trend, young animals and

future harvest should be considered as collateral for loans, and their value should not
be assessed at a rate lower that the level of market prices.

During periods of financial crisis, it is very difficult for agricultural producers to obtain
bank loans. The small and medium-size regional agrarians face the biggest constraints
as banks deny them loans. Very complicated and time-consuming procedures of loan
application do not necessarily result in loan issuance. Small producers do not have
state support, nor do they possess the means to put pressure on the National Bank. As
a result, only those farmers that have no less that 15 000 ha of land can get loans. The
banks refuse to issue loans to animal breeders, vegetable growers, horticulturalists and
wine-makers.

In general, about 15 percent of all credit contributions in the national economy

are invested in the agrarian sector. The volume of attraction of loan resources by
agricultural enterprises in 2008 was UAH 17.3 billion. By comparison with volumes in
2004, this value is more than 43 percent higher.
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Figure 14. Volumes of crediting of Ukraine’s agriculture

The general need for funds in the agrarian sector of economy is more than UAH 100
billion per year. The sources for financing are the own funds of agricultural producers,
bank loans, bank loans of previous years with their extension, the funds of state and
local budgets, and financing from the Agrarian Fund. But it is evident that these funds
are insufficient.

The world economic crisis negatively impacted credit relations in the AIS, and Ukraine
was one of the most hard hit. The financial status of agricultural enterprises deteriorated
dramatically due to a large drop in prices on agricultural products. Even though, in
2007, Ukraine harvested a record volume of grain crops, the producers were not able to
settle with the banks. At the same time, credit institutions were increasing interest rates

(Figure 15).
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Figure 15. Tendency of change of amounts of effective interest rates on banking
loans for agrarian enterprises in Ukraine

Nominal interest rates presented in Table 3 are relevant to the simple interest, but this
relation does not take into account the compounding periods.

An effective interest rate caters to the compounding periods in its payment plan. It
compares the annual interest of loans with different compounding periods such as a
week, month, year, etc. In general, stated or nominal interest rates are less desirable than
effective ones, as the latter option offers a true picture of financial payments.

The amount of interest rates on a loan is dependent on the profitability of the
agricultural producers, as is reflected in Table 6 in terms of financing of production
exclusively by the account of loan resources (bank credits only, i.e. cash). Given the
fact that in Ukraine, four to six field crop rotations are the most spread, in terms of
profitability, the bank loan interest rate should not exceed ten percent.

Table 6. Dependency of profitability from the amount of interest rate on a loan

10 91 29 51
15 68 13 32
20 48 -2 16
25 32 -13 3

30 18 -23 -9
35 6 -32 -18

Source: aaa-agro.com

In 2009, the enterprises of the AIS attracted loans in the amount of UAH 5.8 billion,
which was 29 percent of the loans attracted in the previous year. Short-term loans
accounted for UAH 4.1 billion; medium-term loans, for UAH 1.15 billion; and long-
term loans, for UAH 0.5 billion. A total of 2 039 enterprises attracted loans. From the
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general volume of discounted loans almost UAH 2.6 billion was attracted (17 percent
by comparison to 2008), including short-term loans of UAH 2.2 billion; medium-term
loans of UAH 267.1 million; and long-term loans of UAH 55.7 million. A total of 934
enterprises attracted discounted loans. Interest rates on the bank loans ranged from

16.5 to 39 percent.

The requirements of banks for the transitory loans of the years from 2006 to 2008,
which included compensation in 2009, were UAH 11.15 billion, including short-term
loans of UAH 3.2 billion; medium-term loans of UAH 5.4 billion; and long-term loans
of UAH 2.5 billion.

The banks extended the discounted loans on the amount of UAH 3.1 billion or 80
percent of the volume of loans (UAH 3.9 billion) that required extension until 1 January
2010. Of the 2 027 enterprises that required prolongation, 1 599 were given extensions.

Subventions from the state budget are also sources of financing for agricultural
producers. However, during 2008, the agrarian enterprises obtained only UAH 3.02
billion for budget subventions. Producers in the crop sector received UAH .88 billion
and those in the animal breeding sector received about UAH 1.2 billion.

In 2010, only UAH 621million was allocated in the state budget for bank interest
compensation of loans to agricultural enterprises and the Stabilization Fund was
designated as the source of financing for this budget line item. The bulk of funds did
not play a significant role in the market, as long as they were transferred for the payment
of overdue exposure of AIS enterprises from compensation of loan interest rates for the
years of 2006 to 2009.

Compensation for the loans to agricultural producers in the state budget for 2011 was
increased to 58 percent of the volume, or that on UAH 360million. However, market
participants think that the volume of financing proposed by the government is not sufficient
for the sector. By their calculation, the financing should be increased to UAH 5.5 billion.

While there are some positive changes in the system of discounted crediting of
agricultural production, they are not sufficient. It is necessary to find new modes of
providing inputs to agrarian production.

The main problem of credit for the agrarian sector is enforcement of the loan, while
observing the rights of both creditors and borrowers. Problem loans to agricultural
producers exist because producers have a deficit of financial resources or because there
is a lack of expertise in terms of loan issuance. As a result, agrarians do not get timely
loans.

It is expedient to propose the introduction of insurance risks, when the funds are paid
back to the banks that issued the loans to agricultural producers.

A high level of risk, instability and constraints of forecasting in agro-industrial
production are a result of its considerable dependency on climate and natural
conditions. While the use of progressive technologies of agrarian production can
decrease the impact of weather risks on agricultural enterprises, insurance against
weather risks must be mandatory.

The enterprises of the agrarian sector cannot resolve these issues that limit their access
to bank crediting. It is necessary to create mechanisms for the development of credit
relations that are oriented to the reduction of risk of financial losses and the timely
execution of liabilities by contra-agents that is entirely dependent on their financial
status.
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On the basis of our research, we conclude that the credit system of Ukraine requires the
elaboration of a system of guarantees of loan enforcement by the way of:

the further modernization of legislation as to the mechanism of protection of
rights of creditors;

the creation of systems of registration and assessment of collateral facilities, as
well as centralized information systems;

the elaboration of internal procedures by the banks that regulate the credit
process and consider the features of crediting of agrarian borrowers insurance;

the creation of a flexible system of execution of guarantees by loan agreement
of agrarian borrowers both with the participation of the state and public
organizations (i.e. joint guarantee companies and other guarantee structures);

the implementation of all-state market of collaterals (auctions) on the basis of a
single electronic database of available types of collateralized property that is sold, in
order to enforce the liabilities by loan agreements;’

the implementation of corporate information reference systems and internet

banking subsystems;*

the development of modernized forms of banking credit and investment
support of the agrarian sector of economy (i.c. agrarian and cooperative banks) and
the introduction of new banking technologies in order to ensure the accessibility of
services to relevant customer groups with consideration of the peculiarities of their

needs;

the stimulation of the participation of banks in support of priority sectors of
agriculture by guarantee of compensation for the accounts of targeted transfers of
budget funds upon condition of financing of unprofitable enterprises in strategic

areas of the economy;

the creation of a state guarantee agency for loan enforcement of agrarian
producers which would provide guarantees to banks and advice to new farmers.
The experience of similar agencies in Western European along with Northern
American service agencies shows that the banks are more willing to finance the

3 —Thereare several registers of collaterals under different ministries/holders in Ukraine. One of the biggest
holders of registers is the Ministry of Justice of Ukraine. It has about 16 unified State Registers, including
registers of different kinds of collaterals (e.g. movables, real estate, etc.). The Ministry monopolizes all State
Registers and plans to create a separate department to control them. Currently, Ukraine pays royalties
for software of these registers to offshore companies. Besides encouraging corruption, this situation
additionally complicates and even blocks efficient enforcement in the case of default, and, thus, makes
credit obligations difficult to execute. Access to data for outside users is complicated, non-transparent and,
in many cases, non-existent. Therefore, one of the strategies under consideration in Ukraine is to create a
single e-market place of available collaterals, which could be sold upon demand. Certainly, a single e-market
place should be based on a unified e-register with easy, equal and transparent access to information for all
interested parties whether private or state-owned.

4 — The same approach (see previous reference) should be taken when creating corporate e-registers
(e.g. ministerial, corporate, and/or banking), which will operate as subsystems or parts of an integrated,
unified, virtual, national e-register for an e-marketplace for collaterals. Obviously, transactions on this
e-marketplace should be based on further development of e-trade and e-banking mechanisms. Certainly,
all corporate e-registers must have informational cross-references to other subsystems administered under
different institutions or holders. Therefore, the suggested approach will facilitate implementation of this
methodology by developing e-registers for PPHFS.
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new farmers that are under the care of specialized state and local farmer servicing
agencies; and

the creation of rating agencies and credit bureaus that would be specialized in
agrarian enterprises.

The use of contract-liability in the form of CPRs or agrarian notes is attractive to small
enterprises, in particular, that do not ordinarily have opportunities to get bank loans.
Using land or the future harvest as collateral, small enterprises can secure a loan through
this financing method. As a loan system, CPRs can extend the market and expand

work opportunities, with producers and input suppliers existing as the first link in this
financial chain.

Forward purchases envision partial financing of producers before the first harvest.

After harvesting, forward contracts guarantee that the buyer shall pay the outstanding
balance of funds to the producer and shall obtain certain type of goods at the price that
was fixed in the contract. The owner of a forward contract can transfer it, re-sell it or get
his or her money back.

Both the state and traders can work with forward purchases, but the actions of the
GOU have been unpredictable and domestic traders have not been working practically
with these contracts, in recent years. As these contracts offer a guaranteed delivery of
certain types of agrarian goods by the fixed price, they are the networking capital for the
producer. In fact, these contracts offer the producer a loan without interest rates, and a
guarantee of sales with the price defined in advance.

In 2011, in order to ensure the work of domestic agrarian enterprises, the government
started financing Ukrainian producers in terms of future harvests or forward purchases.
They invested UAH 5 billion. The trading agent of the State Food and Grain Corporation
of Ukraine Ltd. (Khlibinvestbud) performs forward purchases for the Agrarian Fund.

Financing is done in three trenches in this system. After signing of the agreement, and
before sowing, the producer gets half of the amount agreed to in the forward contract.
Before harvesting, he receives another 20 percent and the remaining 30 percent after the
harvest and delivery of the produce. In earlier agreements, the producer had to wait until
after the harvest to receive the remaining 50 percent agreed upon in the contract [5].

As of 30 May 2011, according to data from MinAPFU, the Agrarian Fund concluded
forward agreements on 860 000 tonnes of grain, including 836 000 tonnes of wheat, 22
300 tonnes of barley, and 1.7 tonnes of other crops. A total of UAH 748.8 million was
paid to agrarian commodity producers, half of which came from forward contracts.

In the current marketing year, it is estimated that the Agrarian Fund shall conclude
agreements on 1 050 000 tonnes of grain, or 15 percent of the volume of grain
consumption by the population.

It should be noted that at harvest time a surplus of grain may occur causing a sharp
decrease in purchase price. Therefore, forward contracts protect producers.

Agrarian enterprises that sign forward agreements also benefit from discounts in terms
of the purchase of fertilizers and fuel. The price of a tonne of saltpeter with the discount
is UAH 2 815, while the average price for these products in Ukraine varies from UAH 3
200 to UAH 3 500. Producers are also able to buy diesel fuel and low octane fuel cheaper.
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If an agrarian enterprise has a contract to supply 10 000 tonnes of grain, then it should
have approximately 3 000 ha of land at its disposal. In order to ensure the production
of this volume of produce on this land, 350kg of fertilizer should be spread on each
hectare in the spring and in the summer. Thus, the liability to supply 10 000 tonnes of
grain requires the acquisition of1 000 tonnes of discounted saltpeter, under the forward
contract scheme. A similar scheme is envisioned for fuel.

Despite these advantages, agrarian producers and experts believe that such a procedure
is not sufficiently transparent. As practice shows, all schemes of procurement in Ukraine
are corrupt. Agrarian producers who want to sell produce to the state, as a rule, are
already integrated into this system of corruption.

Some agrarians also believe that the proposed drafts of forward purchase contracts do
not consider the rights of sellers. The proposed agreement requires the cost of collateral
provided by the agrarian to be twice as much as the amount of a contract, whereas

the inception trench grants the producer only 50 percent of the agreed amount in the
contract. Joint responsibility is also at issue, in the case of enforcement of commodity
from a buyer by a third party and in terms of payment to the Agrarian Fund in the case

of an insurance claim.

Unlike Brazil, where investors provide the funds for production of grain and receive
the products while taking all risks; in Ukraine, producers and investors bear the risks
together, given the high probability of political risk. The Ukrainian system differs from
the Brazilian one in other respects:

According to the new tax code in Ukraine, value added tax (VAT) is not
compensated to grain exporters. Thus, agrarian enterprises lose UAH 12 billion
annually.

VAT is reimbursed only on the first sales transaction of the commodity. In this
system, when concluding forward contracts, the cost of the commodity, namely, the
grain, is calculated with VAT. However, during all subsequent transactions or resale
of the commodity, the tax is added, but not returned by the government. Thus, all
middlemen, such as traders, grain storage companies, and private investors do not
benefit from reimbursement.

While the state seeks to reduce risk to investors, domestic pressures can increase
risk, as, for instance, with the introduction of quoting of export of grain (e.g.
draft laws #8 053, #8 163, #8 324 and #8 321). With such indeterminacy in the
Ukrainian agrarian marketplace, investors are driven away.

In Ukraine, the system of harvest insurance is absent. If the state could pay out a
share of the insurance premium, then farmers might find insurance more attractive.

In the marketing year (MY) 2011/2012, tax is the most significant determinant of
behavior in the grain market. According to the norms of the tax code and UkrCCFEA,
starting from 1 July 2011 and lasting until 1 January 2014, VAT is applied only to

the initial transaction involving first supply of grain crops. Following that exchange,
transactions on some grain crops are VAT exempt. This exemption also applies to
those transactions on commodities that are imported. Relevant commodities include
grain crops or commodity items 1 001 to 1 008 (excepting commodity item 1 006 and
commodity item of subcategory 1 008 10 00 00) and technical crops of commodity
items 1 205 and 1 206. Thus, following the first supply by agricultural producers,
transactions involving grain crops (excepting rice and buckwheat) and technical crops
like rapeseed, turnip and sunflower are all VAT exempt.
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In addition, there is no VAT applied on the export of these crops. Thus, this legislation
eliminates the need for state compensation of these taxes to exporters, along with the
non-transparent settlements that result from compensation schemes. However, the
loss of state VAT compensation will force exporters to pay less to producers in order to

reduce their expenses.
Again, all risks are passed on to agricultural enterprises.

Potential political risks are attached to the government imposition of export quotas and
duties, as was evident in 2010 and 2011. On 21 April 2011, the Ukrainian parliament,
using the tax code as its basis, imposed a 9 to 14 percent duty on the export of grain until
1 January 2012. The government sought to establish export duties on wheat, barley and
corn. Duties of 9 percent, but no less that €17/tonne were imposed on wheat, meslin (a
mixture of wheat and rye) and emmer wheat; duties of 14 percent, but no less than €23/
tonne were imposed on barley; and duties of 12 percent, but no less than €20/tonne were
imposed on corn. However, these measures have subsequently been cancelled.

Should the amendments to the tax code be adopted, exporters will face one of the
following possible scenarios with regard to price increases on export goods: 1) Given the
predicted increase of world prices on grain and other crops, forecast by many analytical
publication, increases in duty will not impact the incomes of exporters; 2) In the case of
stable prices in the world market, exporters will be forced to pay the additional duty and
these additional expenses will be transferred to agricultural commodity producers by way
of a reduction of purchase price of their commodities by up to ten percent.

One important element implemented in Brazil and worldwide is a forward exchange.
In Ukraine, due to domestic legislation, exchange transactions in trade are not possible.
Government and the NBU need to work out a system that can allow the Ukrainian
agrarian to participate in forward exchange.

In conclusion, the state policy in the AIS of Ukraine does not stimulate the agrarian
commodity producer, and does not favour his or her ability to access financial
resources, including those from commercial banks with discounted interest rates. New
mechanisms of lending to the agrarian sector, based on those introduced in Brazil, are
essential to ensure the development of Ukraine’s agricultural sector.

There are no official statistics for crop insurance in Ukraine, but the Insurance Law of
Ukraine specifies four possible types:

insurance of property;

insurance against fire and weather risks;
insurance of responsibility; and
insurance of financial risks.>

There is no mandatory crop insurance as specified in the general Law of Ukraine “On

Insurance”.

When farmers buy property, fire and weather risk insurance, their indemnity payment
is related to expected crop prices on harvest. In responsibility insurance, the indemnity
payment is related to farmers’ contractual obligations to supply crops. In financial risk
insurance, indemnity payments are connected to forecasted profit.

S — Article 6 of Insurance Act, 1996.
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Every insurance company that receives a license in one of the above-mentioned
insurance types‘estimates costs relative to particular risks, but as risks are similar, the
premium rates tend to average out to be the same, whatever the insurance type.”

Crop insurance involves either insuring the calculated losses of farmers or index insurance.

If the calculated losses of the farmer are insured, the insurance sum is determined
through negotiations about the expected value of the crops based on income from crop
sales. Such a sum is estimated by calculating farmers” expenses on crop seeding and
growing, expected value of crops, expected income as a result of crops sales or any other
sum agreed with the insurer. Crop monitoring is obligatory, and the following average
insurance rates are used (Table 7):

Table 7. Insurance rates

1 2 3 4 5 6 7 3 9 10
Autonomy Republic of Crimea 6.8 6.0 7.6 7.2 7.2 7.2 6.8 52 5.2
Regions:
Cherkaska 6.0 5.6 7.2 7.6 6.0 6.4 7.2 5.0 4.8
Chernigivska 6.4 5.6 7.2 7.6 7.2 6.8 6.8 5.2 4.8
Chernivetska 6.4 6.0 7.6 7.2 6.8 6.8 6.8 5.2 4.8
Dniproperovska 6.8 6.0 7.6 7.2 7.6 6.4 7.6 5.2 4.8
Donetska 6.8 6.0 7.6 7.2 7.6 6.4 7.6 5.2 4.8
Harkivska 6.4 5.6 7.2 7.2 6.8 7.2 7.2 5.2 52
Hersonska 6.8 6.0 7.6 7.6 7.6 7.2 7.6 5.2 52
Hmelnytska 6.0 5.6 7.2 7.2 5.6 6.4 6.8 5.2 4.8
Ivano-Frankivska 6.4 6.0 7.2 7.2 7.6 6.4 6.8 5.2 4.8
Kirovogradska 6.0 5.6 7.2 7.6 5.6 6.4 6.8 5.2 4.8
Kyivska 6.0 5.6 7.2 7.6 5.6 6.4 7.2 5.2 4.8
Lugansk 6.8 6.0 7.6 7.2 7.6 6.4 7.6 5.2 5.2
Lvivska 6.4 6.0 7.2 7.2 5.6 6.4 7.6 5.2 4.8
Mykolaivska 6.8 6.0 7.6 7.6 7.6 7.2 7.6 5.2 5.2
Odeska 6.8 6.0 7.6 7.6 7.6 7.2 7.6 5.2 5.2
Poltavska 6.0 5.6 7.2 7.6 5.6 6.4 6.8 5.2 4.8
Rivnenska 6.0 5.6 7.2 7.2 6.4 6.8 6.8 52 4.8
Sumska 6.0 5.6 7.2 7.2 6.4 6.8 6.8 5.2 4.8
Ternjpilska 6.0 5.6 7.2 7.2 6.8 6.4 6.8 5.2 4.8
Vinitska 6.4 5.6 7.6 7.2 7.2 6.4 6.8 52 4.8
Volynska 6.4 5.6 7.2 7.2 5.6 6.4 6.8 52 4.8
Zakarpatska 6.8 6.0 7.2 7.2 7.6 7.2 6.8 52 52
Zaporizhska 6.8 6.0 7.6 7.2 7.2 7.2 7.6 52 5.2
Zhytomyrska 6.4 5.6 7.2 7.6 7.6 6.4 6.8 52 4.8
Sevastopol city 6.8 6.0 7.6 7.2 7.2 7.2 6.8 52 5.2

Source: Information provided by Ukrainian Fire Insurance Company, Unica Insurance
Company, Agrarian Insurance Company and Universal Insurance Company

6 — Articles 2, 38 of Insurance Act, 1996.

7 — Information gained through questioning representatives of Ukrainian Fire Insurance Company,
Unica Insurance Company, Agrarian Insurance Company and Universal Insurance Company.
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The indemnity payment is determined by the actual damage that the farmer suffered as
a result of insured risks (flood, fire, frost, etc.).

In case of index crop insurance, the insured risk is the risk of harvesting less than the
average harvest for a field, as stipulated in the insurance contract. The insurance sum
is determined by the intersection of field area in hectares with the average harvest per
hectare and the spot price of the seeded crops for a metric tonne.

In this case, crop monitoring is also obligatory, and the following average insurance
rates are used (Table 8):

Table 8. Insurance rates

1 2 3 4 5 6 7 8 9 10
Autonomy Republic of Crimea 5.2 4.6 5.8 5.5 5.5 5.5 5.2 4.0 4.0
Regions:
Cherkaska 4.6 4.3 55 5.8 4.6 4.9 55 3.9 3.7
Chernigivska 49 4.3 595 5.8 5.5 5.2 52 4.0 3.7
Chernivetska 49 4.6 5.8 55 52 5.2 5.2 4.0 3.7
Dniproperovska 4.9 4.3 55 55 43 4.9 52 4.0 3.7
Donetska 5.2 4.6 5.8 55 5.8 4.9 5.8 4.0 3.7
Harkivska 4.9 4.3 55 55 5.2 5.5 5.5 4.0 4.0
Hersonska 5.2 4.6 5.8 5.8 5.8 5.5 5.8 4.0 4.0
Hmelnytska 4.6 4.3 55 55 4.3 49 5.2 4.0 3.7
Ivano-Frankivska 5.2 4.6 5.8 5.5 5.5 5.5 5.8 4.0 4.0
Kievska 4.9 4.6 55 55 5.8 4.9 5.2 4.0 3.7
Kirovogradska 4.6 4.3 55 5.8 4.3 49 5.5 4.0 3.7
Lugansk 4.6 4.3 55 5.8 4.3 49 5.2 4.0 3.7
Lvivska 5.2 4.6 5.8 55 5.8 4.9 5.8 4.0 4.0
Mykolaivska 5.2 4.6 5.8 5.8 5.8 5.5 5.8 4.0 4.0
Odeska 5.2 4.6 5.8 5.8 5.8 5.5 5.8 4.0 4.0
Poltavska 4.6 4.3 55 5.8 4.3 49 5.2 4.0 3.7
Rivnenska 4.6 4.3 55 55 4.9 5.2 5.2 4.0 3.7
Sumska 4.6 4.3 55 55 4.9 5.2 5.2 4.0 3.7
Ternjpilska 4.6 4.3 5.5 5.5 52 49 5.2 4.0 3.7
Vinitska 2 3 4 5 6 7 8 9 10
Volynska 4.9 4.3 5.8 55 55 4.9 5.2 4.0 3.7
Zakarpatska 4.9 4.3 55 58 58 49 52 4.0 3.7
Zaporizhska 5.2 4.6 55 55 5.8 5.5 5.2 4.0 4.0
Zhytomyrska 5.2 4.6 5.8 55 5.8 49 5.8 4.0 3.7
Sevastopol city 52 4.6 58 55 55 55 52 4.0 4.0

Source: Information provided by Ukrainian Fire Insurance Company, Unica Insurance
Company, Agrarian Insurance Company and Universal Insurance Company
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The indemnity payment is estimated based on the difference between the value of

an average harvest from the field according to spot prices on the date of indemnity
payment calculation and the value of the actual harvest from the insured field according
to spot prices on the date of indemnity payment calculation.

Draft law developers rejected making crop insurance obligatory and an integral part of
the AR system because it would cause changes in the insurance law that stipulates all
obligatory insurance in Ukraine (article 7 of the Insurance Act, 1996). Such changes
would also mean that insurance companies would be required to obtain a new license
for this type of obligatory insurance (article 38 of the Insurance Act, 1996) that would
increase the value of insurance even more than the rates mentioned above.

The main purpose of ARs is to offer farmers new possibilities to receive credit cheaper
than that offered by banks. Making obligatory crop insurance an integral part of an
AR system would increase the cost of credit under the AR, thus greatly reducing the
attractiveness of ARs.

Moreover, farmers with a deficit in money cannot afford crop insurance. And if other
persons or companies pay for insurance, the cost would rise, as they are subject to
taxation. The tax code of Ukraine prohibits companies from attempting to diminish
the taxes on their profits, by listing the cost of insurance premiums on other people’s
property® as expenses. Furthermore, people whose property is insured by others are
obliged to recognize the cost of insurance premiums paid by such other persons or
companies as gifts, and to pay the income tax on them.” For example, if an AR owner
would like to insure crops that are a collateral under the AR, he would have to pay
profit tax on the sums of insurance premium payment (23 percent in 2011), and the
farmer would have to pay the same tax.

However, the draft law offers the possibility of voluntary insurance of crops that are
collateral under ARs to secure the investment of creditors.

8 — Paragraph 140.1.6 of The Tax Code of Ukraine
9 — Paragraph 135.5.4 of The Tax Code of Ukraine
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3. ECONOMIC EXPEDIENCY OF IMPLEMENTATION OF CPR IN
UKRAINE

Analysis of the situation of lending to the agricultural sector of Ukraine shows that
commercial banks do not provide the long-term financing needed given the fact that
agribusiness is very risky. As a rule, commercial banks provide seasonal loans to the
sector, to meet the needs of their networking capital.

Agricultural activity is performed by three types of business entities:

m personal peasants’ households;
m farmers’ businesses; and
m agricultural enterprises of different forms of businesses.

All of these entities have different financial needs and different opportunities of access
to credit. Today, because of high rates of lending, the opportunity for credit for the
majority of medium-sized and small commodity producers is limited.

Other obstacles to credit include insufficient pledges to transfer agricultural lands
and the absence of a robust institution for the protection of the rights of landlords.
Presently, the land issue is not resolved, and there is a moratorium on the sale of
agricultural lands.

Also, alternative sources of financing are lacking and volumes have decreased because
of state budgets imposing programmes with legally-defined targets. These state
programmes have a number of flaws including an inefficient distribution mechanism.
For instance, farmers seeking compensation for interest rates on banking loans are
subject to the interference of civil servants who assess their companies and determine
whether they are eligible for compensation.

Farmers also face a limitation of access to financial resources because of the
undeveloped market of forward and futures trade in the country. Agro-industrial
companies and traders lack direct financing by way of advance payment for inputs, seed,
fuel, pesticides, etc.

Brazil’s experience using agricultural produce as a guarantee of payment through

a pledge on future harvests, can provide a useful model for Ukrainian commodity
producers, as this model will attract additional credit resources, whether financial or
commodity. A CPR system reduces the producer’s dependency on subsidized loans and
allows for long-term planning of their business activities.

The main advantage of such credit mechanisms is the fact that they permit agrarian
enterprises to attract loans from the private sector, which, in turn, will positively impact
agricultural production. The sources of financing can be input suppliers for agro-
producers, banks, traders and other intermediaries.

Table 9. The sources of financing of agrarian enterprises in Ukraine, billion of UAH
(2010)

State subventions 10.1
Bank loans 9.8
Funds from input suppliers, traders, processors 151
Own funds of agricultural enterprises 257

Source: MinAPFU
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Given the Brazilian experience and estimates of Ukrainian experts, CPR will cover
about 30 percent of funds from suppliers of inputs, traders and other intermediaries,
as well as about 5 percent of funds from banking institutions. We can expect that
implementation of AR could approach about UAH 45 to 50 billion per year.

Based on calculations following the first year of implementation of the mechanism of
AR, agricultural producers should be able to obtain about 30 percent of their resources
based on future harvest collateral from the input suppliers, traders, and processing
enterprises and about 5 percent from the banks — or about two to three billion UAH in
total under this mechanism.

Such a mechanism can be lucrative not only to agricultural commodity producers,

but also to other market participants. With its assistance, processing enterprises shall
have an opportunity to reduce the risks on delivery of shipments, while producers of
production assets can obtain the guarantee for payment for the delivered resources [6].

Table 10.The main advantages and risks of implementation of CPR (agrarian
receipts) in Ukraine

For all participants of the CPRs help to: At inception phase:
marketing chain: attract loans for financing of the misunderstanding of the working principles of

supplier of inputs:
agrarian commodity
producer;

trader: agrarian
commodity producer;
commercial bank:
agrarian commodity
producer; and

the state (Agrarian Fund):

business activity;

increase the trust to the agro sector;
favour sustainable growth in markets
with a high level of risk;

create transparent mechanisms of
crediting that can become alternative
options attached to already existing
ones; and

create opportunities to revolutionize

this instrument;
absence of readiness of legal and judicial

system, in general, in Ukraine, particularly, as to

the speed of enforcement;

weak development, immaturity of institutions of

judicial enforcement;

ability of the bodies of executive power to make
an impact on court rulings and on other official

organizations;

agrarian commodity
producer.

existing mechanisms of grain
warehouse receipts (GWHRs).

absence of a single consolidated and truthful
database on households (square, harvest yield,
etc.) or a single register of land plots and land
titles; and

weak development of market infrastructure,
particularly, logistics.

absence of harvest yield or loss of harvest;

a large number of co-owners of a land plot;
where risk insurance is used, the cost of lending
shall increase; and

sharp fluctuations of market prices for
agricultural produce that is pledged as future
harvest in the form of ARs, which may not

For agrarian producers guaranteed sales of agrarian products;
reduction of dependency on bank loans
with high interest rates;

facilitation of long-term business
planning;

reduction of risks related to supply of
resources and finished goods sales;

opportunity to use cattle as collateral;
and

opportunity to settle in the follow-up
periods.

favour the farmer and might complicate
settlements between parties.
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For middlemen and
processors, other buyers

For enterprises-input
suppliers

For small agricultural
commodity producers

expected and planned procurement of  immaturity of judicial system as to the speed of

produce; taking court rulings; and
reduction of risks related to delivery; weak development and immaturity of institution
better conditions of financing; in terms of implementation of court rulings.

reduction of risks as to the execution
of liabilities; efficient system of
enforcement: ruling on enforcement is
taken in 24 to 48 hours;

impossibility of applying force majeure
conditions to CPR, as borrower has
very limited opportunities to claim
such a ruling about enforcement.

reduction of risk of non-payment; immaturity of judicial system as to the speed of
opportunity to perform different types  taking court rulings; and

of transactions (e.g. barter); weak development, immaturity of institution in
better conditions of financing terms of implementation of court rulings.

CPR provides a better level of
guarantee/security for the buyer;
efficient system of enforcement: ruling
on enforcement is taken in 24 to 48
hours;

impossibility of applying of force
majeure conditions to CPR as borrower
has very limited opportunities to claim
such a ruling about enforcement.

opportunity to attract small producers  absence of harvest yield or loss of harvest; and
who lack opportunities to obtain bank large number of co-owners of a land plot.
loans, but who possess property for

collateral, in the form of land or future

harvest;

CPR systems considerably extend

the market and the opportunities to

work, encouraging the participation

of not just banks but producers and

suppliers.

Source: Assumptions 0f authors

Suppliers of inputs can provide the resources by forward contracts under CPRs, and can
obtain as payment, both the grain and the cash, in case of its sale.

When an agrarian enterprise promises delivery of grain to certified grain storages, it can
receive GWHRs that permit additional bank loans on the same grain.

In our opinion, this option is optimal in terms of the redistribution of risks between,
and protection of interests of, all participants in the production and sale of grain.
The creation of a system that would unite CPRs and GWHRs will help the agrarian
commodity producer to obtain both inputs and loan resources.

Acting Ukrainian legislation permits agrarian commodity producers to obtain a

budget loan with the collateral of available grain. Thus, today the regulation of state
collateralized procurement is done according to the Laws of Ukraine “On Grain and
Grain Market in Ukraine” and “On State Support of Agriculture of Ukraine”. So, article
8 of the Law of Ukraine “On Grain and Grain Market in Ukraine” established that the
subjects of state collateralized procurement of grain are agrarian commodity producers,
grain storages, the Agrarian Fund and other subjects of state collateralized procurement
of grain defined by the acting legislation. Paragraph 1 of sub-item 12.2.1, of item 12.2
of article 12 of the Law of Ukraine “On State Support of Agriculture of Ukraine”
envisioned that the Agrarian Fund (hereinafter, the creditor) provides the budget or
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loan to a grain producer, who is a “subject of state price regulation” (hereinafter, the
borrower), using the collateral of items that can be transferred by double WHR to a
creditor.

The laws do not expose the grain producer’s opportunity to obtain a budget loan when
in possession of land that can be used for agrarian production.

It should be noted that the Agrarian Fund applies these budget loans to producers of
grain who are state price regulation subjects, annually in the period from 1 July of the
current year until 1 April of the next budget year. The collateral of such subjects must be
within the range of funds envisioned in the state budget, but no less than 80 percent of
the minimum intervention price. The Agrarian Fund also ensures that accurate accounts
are kept in terms of the grain pledged in the loan agreement (Figure 16).

Copies: statement from SSREU, VAT payment certificate,

double warehouse receipt, grain quality certificate

Decision (during 5 days)

Double WH Receipt
Loan Agreement

Funds (during 3 days),
80 percent min of intervention price

Delivery of grain (during 5 days)

Certified grain
warehouse

Source: AMDI

Figure 16. The scheme of mechanism of receipt of budget loan under collateral
of available grain.

Thus, the agrarian enterprise following such a mechanism can obtain a budget loan
under collateral of available grain, whereas, the Brazilian experience has as its goal to
obtain a commodity or a financial loan under future harvest collateral.
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In addition to the development of legal regulations, for Ukraine to begin to implement
CPRys, it is necessary:

to define a list of agrarian commodities that can be liabilities (excepting grain,
grain crops, beans and oil-yielding crops);

to train specialists; and

to envision the mechanisms of registration of such liabilities.

Also, it is necessary to make the provision for tender in order to determine the regional
expert institutions, and to conduct such tenders until the moment of creation of a State
Register of issued CPRs.

When the Russian Federation implemented ARs using future harvest as collateral in
2001, it faced a number of obstacles that parallel the challenges associated with the use
of CPRs in Ukraine, including:

misunderstanding of the working principles of this instrument at the inception
phase;

weak development of insurance systems of agrarian production;

weak development of legal system, in general (as in Ukraine);

inefficient judicial system in terms of speed of court rulings (as in Ukraine);

weak development and immaturity of enforcement of court rulings;

opportunity of regional bodies of power to impact on court rulings and on other
official bodies.

absence of a single consolidated and truthful database on houscholds (square,
crop yield, etc.) or a single register of land plots and land titles;

the desire of agricultural commodity producers who want to speculate with their
produce, instead of fixing a certain level of yield;

high level of loans issued to agricultural commodity producers (in the Russian
Federation only);

weak development of market infrastructure, particularly, logistics.

Thus, in 2011, in the Russian Federation, Rosselkhozbank, for the first time, offered
credit in relation to the collateral of future harvest without provision of other
additional pledges. The limitations as per the list of agrarian crops were removed and
the future harvest of these crops was taken as collateral.

The bank simplified the procedure to obtain loans and reduced the time for the
consideration of loan applications. The decision about issuance of targeted loans for
seasonal fieldwork is taken in four working days from the moment of receipt of a
package of documents from a borrower. In addition, the list of documents that are
necessary for the loan application is reduced.

Once the current financial year is completed, assessed and analysed, we will understand
the advantages and disadvantages both in the process of preparation of legislation and
in the process of introduction of the CPR mechanism.
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(Legal opinion on applicability in Ukraine of Brazil’s
experience on implementation of ARs)

None of the existing financial instruments envisaged by the Ukrainian legislation
contain all features required for AR instrument implementation. The AR instrument
could be implemented in Ukraine on the grounds of modified legislation regulating
futures contracts and/or WHRs [7]. For implementation, it is necessary to establish an
appropriate legal framework by adoption of a special legislative act [7,8].This legislative
act should contain the required provisions for the establishment of ARs, along with
amendments to other related legislation.

Adoption of a special legislative act would overrule the existing general regulations
(adopted by the NBU, the State Commission on Securities and Stock Market
(SCSSM), etc.) whose provisions are not compatible with the AR instrument.

The special legislative act should establish the mechanisms for inspection rights,
longevity of pledge, valuation of pledge, force majeure provisions and priority
provisions enforcement, as well as the creation of a specific central register and prompt
enforcement mechanism.

For more details, please see the legal analysis below.

The legal analysis takes into account effective Ukrainian legislation, a joint IFC and
EBRD presentation on the AR instrument, as well as the Brazilian CPR policy analysis.
The legal analysis begins with an analysis of the most suitable instrument envisaged by
the Ukrainian legislation for AR implementation and follows with comments regarding
key pillars of the crop receipt legislation.

Ukrainian legislation envisages an exhaustive list of securities types''that could be
issued and used on Ukraine’s territory. Taking into account the characteristics of the AR
instrument, the most appropriate of these security types to be considered are:

derived securities;
promissory notes; and
WHRs.

A brief description of each instrument with peculiarities envisaged by the Ukrainian
legislation is presented below.

Derived securities

Derived securities are presented in Ukraine by option certificates, futures and forward
contracts. These instruments are not widely used in Ukraine due to the absence of

a transparent legislative environment and unfavourable tax consequences resulting
from use of these instruments. Option certificates and futures contracts are the most

10 — For all legal acts referred to in this report, see the electronic legislative database of the Verhovna
Rada of Ukraine (htep://portal.rada.gov.ua/rada/control/ukindex).

11— The Law of Ukraine “On securities and stock market” of 23 February 2006, No. 3480-1V.
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suitable forms of these securities, from an AR implementation point of view. Both are
considered as derived securities related to the sale or purchase right for securities, and
other financial and/or commodity resources during a defined term."

Option Certificates. According to Ukrainian legislation, procedures of issuance
and use of option certificates are regulated by the SCSSM and partly by the
Cabinet of Ministers of Ukraine.'® The procedures envisaged by the SCSSM are
complicated and time-consuming. For example, the time required for registration
of the option certificates issue, emission prospect and any changes thereto, is
30 business days."* Moreover, it is envisaged that the option certificates could
be placed only at the stock exchanges.” The legislative provisions make this
instrument unattractive for AR instrument implementation.

Futures contracts. Currently, there is no legislative regulation of transactions
involving futures contracts. The procedures of futures contracts issuance and
usage was cancelled in the middle of 2009'¢and the SCSSM has not adopted any
subsequent regulation. Therefore, the futures contracts option could be considered
as a basis for the introduction of the AR instrument, given that the appropriate

regulations could be drafted and adopted.

Promissory notes

Relative to other securities, promissory notes are comparatively well regulated
by Ukrainian legislation. The characteristics of promissory notes relevant to AR

instrument implementation are as follows:

Promissory notes can be issued only to formalize the monetary debt for supplied
goods;"”

The amount due under the principal agreement cannot be less than the amount
due when the promissory notes were issued to settle the obligations in the principal
agreement;'®

The interest can accrue on the amount due under promissory notes during the
term of validity.”

12 — Par. 5, Art. 3 of the Law of Ukraine “On securities and stock market” of 23 February 2006, No.
3480-1V.

13 — Decision of the SCSSM of 16 June 2009, No. 572 “On approval of the procedure on option
certificate issuance and emission prospect registration” // Decree of the Cabinet of Ministers of Ukraine
“On approval of the requirements to the standard (typical) form of derivatives” of 19 April 1999, No 632.

14 — Sec. 2, Par. 15 of the decision of the SCSSM of 16 June 2009, No. 572 “On approval of the procedure
on option certificate issuance and emission prospect registration”.

15 — Sec. 1, Par. 6 of the decision of the SCSSM of 16 June 2009, No. 572 “On approval of the procedure

on option certificate issuance and emission prospect registration”.

16 — The decision of the SCSSM of 24 June 1997, No. 13 “On approval of the stock derivatives issuance
and usage” was cancelled on 16 June 2009 by the decision of the SCSSM 16 June 2009, No. 572 “On

approval of the procedure on option certificate issuance and emission prospect registration”.

17 — Par. 1, Art. 4 of the Law of Ukraine “On Promissory notes turnover in Ukraine” of 5 April 2001,
No. 2374-I11.

18 — Par. 2, Art. 4 of the Law of Ukraine “On Promissory notes turnover in Ukraine” of 5 April 2001,
No. 2374-111.

19 — Art. S of the Convention Providing a Uniform Law For Bills of Exchange and Promissory Notes
(Geneva, 1930), enforced by Ukraine starting from 6 January 2000, according to the law of Ukraine
“On Ukraine joining the 1930 Geneva Convention Providing a Uniform Law For Bills of Exchange and
Promissory Notes” of 6 July 1999, No. 826-XIV.
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Considering the above, this instrument could be used to formalize the relations of

the agricultural producers and their suppliers regarding monetary debts under sale-
purchase, supply agreements, etc. Since financing agreements are not considered
supplied goods, this option could not be applicable in every capacity to AR instrument
implementation.

WHRs

Ukrainian legislation considers a WHR as a document of title to goods. According to
the legislation regulating this type of security,” WHRs could be issued only by certified
warchouses and only for accepted commodities. Warehouses could not issue WHRS for
commodities that were not in existence.

Warcehouses are obliged to administer the WHR register. WHRSs are issued on special
blanks and can be of two types:

Simple WHRs are issued in the bearer’s name. Thus, the rights under such
securities could be transferred by simple presentation of WHRs of such type to
another entity.”! Simple WHRs could be used and transferred without application
of any additional procedures;

Dual WHRs are issued in the name of a certain entity, which means that the
rights are owned by the entity specified in the WHR. The rights under this type of
WHR could be transferred only by means of the WHR reissuance. An additional
feature of this type of WHR is that they can be used as a pledge.

A combination of the features of both types of WHR could be considered as the basis
for AR instrument implementation.

Current enforcement procedures, under any type of security instrument, pose problems
in terms of debt collection in Ukraine. Enforcement procedures can be conducted

only by the enforcement service under the Enforcement Service Act, 1998 and the
Enforcement Procedure Act, 1999.%

Currently, such a procedure consists of the following steps:

filing an application for enforcement (article 18 of Enforcement Procedure Act,
1999);

enforcement procedures commence within three days after an application is
received by the relevant department of the Enforcement Service; a letter is sent to
the debtor with a demand for voluntary execution of a court ruling or other act
within seven days (article 26 of Enforcement Procedure Act, 1999);

creditors prepayment of Execution Service expenses (article 48 of Enforcement
Procedure Act, 1999);

search for debtor’s assets (articles 50, 63, 64 of Enforcement Procedure Act,
1999);

seizure of debtor’s assets (article 55 of Enforcement Procedure Act, 1999);

estimation of value of seized assets (article 57 of Enforcement Procedure Act,

1999);

20 — Civil Code of Ukraine of 16 January 2003, No. 435-IV // the Law of Ukraine “On warehouses
and simple and dual warchouse receipts” of 23 December 2004, No. 2286-1V.

21 — Par. 3, Art. 197 of the Civil Code of Ukraine of 16 January 2003, No. 435-1V.
22 — Article 1 of Enforcement Procedure Act, 1999.
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transfer of debtor’s assets to the creditor (articles 60, 61, 64 of Enforcement
Procedure Act, 1999); and
termination of enforcement procedure (article 37 of Enforcement Procedure

Act, 1999).

Steps four to eight are to be done by the Enforcement Service within six months from
the moment the enforcement procedure begins (article 25 of Enforcement Procedure
Act, 1999) with no public responsibility for breach of such a term.

The above-mentioned procedure can be complicated through postponement of
enforcement actions (articles 32-36 of Enforcement Procedure Act, 1999), compulsory
debt collecting act interpretation (article 28 of Enforcement Procedure Act, 1999) and
Execution Service acts appellation (article 85 of Enforcement Procedure Act, 1999).

During steps one to four, the debtor can conceal any movable assets, easily and
improperly avoiding responsibility for execution of any of their obligations.

As is apparent from the above analysis, neither of the described instruments envisaged
by the Ukrainian legislation contains all the features required for AR instrument
implementation. Moreover, there are no required mechanisms for inspection rights,
longevity of pledge, valuation of pledge, force majeure provisions and priority provisions
enforcement. Nor is there a specific central register or the capacity for prompt
enforcement.

In order to implement the AR instrument in Ukraine it is necessary to establish an
appropriate legislative framework by means of special legislative act adoption. The AR
instrument could be implemented on the grounds of modified legislation on futures
contracts and/or WHRs. This legislative act should contain the required provisions for
AR instrument establishment as well as amendments to other related legislation.

Adoption of a special legislative act would overrule the existing general regulations
(adopted by the NBU and SCSSM etc.) envisaging provisions that are not compatible
with the AR instrument.

“The lender or its agent shall have full access to the farm and fields during the life of the
loan. Experience from Brazil is regular monitoring throughout the growing phase and 24
hour inspection during harvesting.”

Ukrainian legislation envisages no inspection right limitations. In effective legislation,
inspection rights could be envisaged under provisions of the agreements concluded by
the parties.”

Considering the importance of the right to inspection given the obligations the AR
instrument, it is necessary to establish legal guarantees for inspection rights. The existence
of the respective legislative provisions would simplify inspection right enforcement.

23 — Art. 627 of the of the Civil Code of Ukraine of January 16,2003, No. 435-1V
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“The pledge remains in force until the debt is fully repaid, i.e. if the production from the
next season does not repay the debt, the pledge (and its ranking) remains in place for future
seasons.”

Ukrainian legislation envisages similar provisions regulating pledge longevity. In case
of partial fulfillment of the obligation that is secured by the pledge, the right to recover
debt from a pledge remains the full amount.**

At the same time, in order to support the proper fulfillment of the obligations under
the AR instrument, a special legislative act must envisage provisions on sources of
possible debt repayment, such as the next season’s production, insurance coverage,

etc. It also must rank the priority of pledges under the AR instrument. Existence of
provisions regulating and establishing such conditions would encourage the parties duly

to fulfill their obligations.

HActs of God or force majeure cannot be used as an excuse to not repay the debt.”

The mentioned provision, which is required for implementation of the AR instrument,
contradicts current Ukrainian legislation. According to Ukrainian legislation, an entity
is released from the liability for breach of obligation in cases where it can be proved to
have happened due to accident or force majeure.”

Application of the mentioned provision to the AR instrument would allow for bad
faith in agricultural producers, as they would legally be free not to fulfill or to only
partially fulfill their obligations. Thus, it is necessary to repeal the mentioned legislative
provision in relation to the AR instrument.

“Clear priority to proceeds from enforcement should be identified and should preferably be
(1) court enforcement costs; (2) bank debt (in order of registered priority); (3) unpaid raxes
of owner; and (4) owner or owner’ estate.”

Ukrainian legislation establishes certain cases when priority rules could apply. In order
to describe the general approach of the legislation regarding this issue, two cases should
be considered.

The first case to be considered is when the transferred amount of funds is insufficient

to settle the monetary claim in the full amount. The settlement payment is envisaged as
follows:*

creditor’s enforcement expenses;

interest and penalties; and

the debt itself.
Also, in such cases, legislation allows for the establishment of priority by means of
respective provisions included in the agreement concluded by the parties. Priority for

24 — Par. 4, Art. 590 of the of the Civil Code of Ukraine of January 16, 2003, No. 435-IV
25 — Art. 617 of the of the Civil Code of Ukraine of 16 January 2003, No. 435-1V.
26 — Art. 534 of the of the Civil Code of Ukraine of 16 January 2003, No. 435-1V.
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the obligatory payments in taxes and duties remains at the discretion of the entity.”’

The second case to be considered in relation to the implementation of priority rules,
applies during the liquidation of a legal entity that is not insolvent. The following
priorities have been established:*®

claims secured by pledge or by other method; claims for health damages,
mutilation or death;

claims related to the employees relations; author’s claims for results of
intellectual, creative activities usage payments;

claims for tax payments and duties (obligatory payments); and

all other claims.

In cases of legal entity insolvency and the application of liquidation procedures to it,
the established priority is quite similar to the second case described above.”’

Since Ukrainian legislation does not envisage in full capacity the required priority
for AR instruments, concretized priority provisions would be required in the special
legislation designed for these.

“One registry for registration of all agrarian receipts with on-line access to check priority

and existing pledges.”

Currently, no register for ARs exists in Ukraine. Depending on the chosen legislative
ground for AR instrument implementation, the required register would need to be
established. There are two possible options to consider. One option is the establishment
of a new special centralized register. Another option could involve the modification

of existing registers of pledges over movable and immovable property. These existing
registers could be made suitable with a subdivision that deals with ARs. Also, it is
necessary to envisage an obligatory registration of ARs for the purposes of convenient
use and centralized recordkeeping.

It should be noted that existing procedures for registration of pledges and enforcement
are time-consuming and could be purposefully delayed by the interested parties.
Therefore, procedures of pledge registration and enforcement need to be improved for
the AR instrument use.

On a separate note, attention should be paid to the absence of the land cadastre and
transparent legislation regulating land relations. The current situation makes it difficult
both to accept land and/or crops of the next season as a pledge and to enforce such
pledges. This difficulty exists particularly because of the legal regime on agricultural
land, namely, titles to the land widely used in Ukraine such as land shares or pai

“(nai)’; permanent usage (“nocmitine xopucmysanns’) and land lease. Issues with land
legislation and its applicability to the AR instrument should be discussed further.

277 —Par. 3.1.1., Art. 3 of the Law of Ukraine “On settlement of the tax payers obligations to budgets and
special purpose state funds” of December 21, 2000, No. 2181-IIL

28 — Art. 112 of the of the Civil Code of Ukraine of 16 January 2003, No. 435-1V.

29 — Art. 31 of the Law of Ukraine “On renewal of the debtors solvency or recognition of the later as a
bankrupt” of 14 May 1992, No. 2343-XI1.
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“The key success factor from Brazil is the easy enforcement, whereby enforcement decisions
are reached within 24—48 hours and there is very limited (if practically no) ability of the
borrower to object.”

The GOU acknowledges the inefficiency of the judicial system and is currently
attempting reform. Court proceedings are very formal and time-consuming, often
lasting years. Court decisions are enforced through the bodies of the State Enforcement
Service, or bailiff s ofhce, following a special court order confirming that the judgment
is enforceable. It is the bailiff who finally gets the money from the debtor’s bank
account, sells his assets and pays the creditor. The enforcement procedure is also very
formal, containing various stages and offering the possibility to challenge the actions of
the bailiff either though administrative levels of the Enforcement Service or in court.
Therefore, given present judicial procedures, enforcement of the AR instrument would
not be easy.

Arbitration is not an option due to a number of issues that exist during arbitration
proceedings. The technical non-availability of the interim measures at local courts is
one of them. Moreover, enforcement of the arbitral award is granted under the rules
of civil procedures within the judicial system, with all their formalities and time-
consuming peculiarities described above.

Bankruptcy procedures are also problematic as: (i) Ukrainian legislation does not
prescribe any special out-of-court procedures. Therefore, they are always used at
the discretion of the parties involved and (ii) bankruptcy proceedings are usually
multistage, expensive and time-consuming.

Non-litigation enforcement procedures could be considered as a suitable option

for the AR instrument, subject to the availability of relevant clauses in the loan and
pledge, such as mortgage agreements. Ukrainian law allows for the collection of money
and mortgaged assets through an out-of-court procedure, in some cases. However, a
number of issues should be considered. For instance, non-litigation collection of the
mortgage on the basis of a so-called creditor’s claims satisfaction clause in the mortgage
agreement is available. This clause usually stipulates that in case of default, under the
secured obligation, the creditor can either assume the title over the mortgage or sell

it to a third party. However, for lenders to register the title in their name or to sell

the mortgage, they need the original title documents, which are often retained by the
borrower. They also need a special notice from the real estate registration authorities,
granted only at the request of the current owner. Therefore, non-litigation enforcement
of a mortgage may not be available without the borrower’s consent.

Considering the above, none of the envisaged legislation mechanisms are applicable in
full capacity for the purposes of easy enforcement. As a solution, several options could
be considered during elaboration of the AR instrument:

establishment of a separate type of court proceeding with easy enforcement of
the court decision by the state enforcement services;
non-litigation enforcement procedures:
application of the notary deed with easy enforcement by the state
enforcement services; or
immediate enforcement proceedings based on the existing documents of
the creditor, to be defined in legislation.
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Concept of legal framework for AR introduction in Ukraine

The use of future harvest as collateral raises a few questions as to the legal formulation
of such type of credit liabilities, namely:

Can or cannot one use the future harvest as collateral?
What are the risks of collateral of future crops?
What are the main peculiarities of a relevant collateral agreement, etc.?

Following a synthesis of materials prepared by EBRD, IFC and the representatives of
agrarian business, a group of experts of AMDI prepared a draft law. In that law, they
seck the development of the institution of collateral of movable property in order to
create favourable conditions for the crediting of agricultural commodity producers,
first of all by the suppliers of raw materials, inputs, etc. The target of implementation
of a system of ARs is the creation of a protected mechanism of crediting for agrarian
commodity producers.

The goal of a draft Law of Ukraine “On Agrarian Receipt” is the implementation of
the system of execution of liabilities collateralized with agrarian commodities as the
protected mechanism of crediting of agrarian commodity producers. So, the agreement
fixes the unconditional liability of a debtor to perform actions related to disposal of
things defined by generic features that are ensured by collateral.

An AR is a disposable commodity document that fixes the unconditional liability of
a debtor ensured by collateral to perform the delivery of agrarian products or to pay
money on the defined conditions. ARs may be used in transactions with agrarian
commodities; the list is defined in groups 01-14 UCC of the Law of Ukraine “About
Customs Tariff in Ukraine”.

According to provisions of the draft law, ARs are allowed to conclude only for the
registration of opposite liabilities of a debtor for cash funds, delivered goods, performed
works and services rendered.

ARs may be issued to the persons who have an agricultural land plot title or the

right to use it on a legal basis for agrarian commodity production. In cases where the
property right on a land plot belongs to two or more users, the ARs are issued to them
jointly, and, accordingly, they bear joint responsibility for the failure to execute their
obligations.

The contract should contain the following:

name and place of parties;

the matter of claim secured by collateral, its amount and liability execution
term (conditions of collateral agreement may be presented both in the text of this
agreement, and by the way of referral to the conditions of the agreement, from
which the main liability is ensured by collateral);

the description of the subject of collateral that is to be pledged, so that it may be
identified; and

other conditions in terms which apply to fulfill one side of the agreement, such
as conditions as to the insurance of future harvest for the benefit of a financial
institution.

The body that regulates issuance, circulation and enforcement of ARs is MinAPFU. The
GOU elaborates and implements the state programs of crediting agrarian commodity
producers using AR. In terms of liability, ARs are divided into tradable and financial.
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Tradable ARs fix the unconditional liability of a debtor to perform the delivery of the
approved agricultural production in terms of the quality, amount, place and time of
delivery defined by the agrarian note.

Financial AR establishes the unconditional liability of a debtor to pay a cash amount
that is defined by the formula approved by each side with consideration of prices for
agricultural production in the defined amount and quality.

Typical ARs should contain the following mandatory information [3,8]:

name — “Agrarian Receipt”;
the sequence number of the issued AR by a debtor;
date and place of issuance;
debtor’s name, its place of registration and identification code in the case of
individuals;
name, address of location, code of SSREU for legal entities;
data on land plot where the crop is cultivated, including documents that certify
the exclusive right of ownership on a land plot or the exclusive right to use it ;
unconditional liability:
To perform the delivery in the case of tradable ARs;
To provide payment, in the case of financial ARs;
the name of the product, its quantity, quality, approval of formulas of
recalculation of quantity in relation to the different quality of the delivered
product;
place of delivery on conditions of ex works (EXW) (Incoterms 2000); applicable
only for tradable ARs;
method of payment of cash funds, for financial ARs;
date of execution of liabilities on delivery or payment by a debtor;
name of expert institution that shall be resolving the disputes if there are any in
terms of product quality for tradable ARs;
specification that ARs become effective after its notary certification and
registration;
specification about impossibility of delivery execution of payment in parts;
specification about mandatory return of AR by creditor at the moment of
receipt of execution;
forfeit or penalty for breaching the liability;
data on future harvest AR collateral:
name of produce of future harvest, including its amount, quality, approval of
formulas of recalculation in relation to a different quality;
data on land plot where the crop is cultivated, including documents that certify
the exclusive right of ownership on aland plot or the exclusive right to use it;
specifications about the right of creditors to satisfy the claim by the way of
appropriation of collateral with consideration of the sequence of ARs;
specification about creditor’s right to inspect the land plot mentioned in AR;
basis for foreclosure and enforcement; and
chapter for performance of (re)assignments.

In case of transfer either of property rights on land plots or the right to use it to another
person mentioned in AR, such a person bears joint responsibility for the execution
of ARs issued by all previous owners or land users. The transfer of property right on

land plots or the right to use land does not stop the action of future harvest collateral
indicated in ARs.
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ARs may fix the unconditional debtor’s liability to perform actions related to disposal
of grain in terms of the Law of Ukraine “On Grain and Grain Market in Ukraine”
and/or other agricultural produce; the list of additional produce that could be used as
collateral under warehouse documents may be extended by MinAPFU.

The quality of produce is the subject of real ARs and is determined by mutual
agreement on the day of issue of the AR.

An expert institution authorized to resolve disputes about the quality of produce in
terms of liability on execution of tradable ARs is to be chosen by the mutual agreement
of debtor and creditor from the list of competent institutions.

If, in cases of dispute about quality, the institution named lacks the necessary expertise
to make competent judgments, according to the law, the debtor and the investor, by
their mutual consent, may choose another expert institution. If the sides cannot reach
consensus about product quality, then the expert institution in the relevant region
assigned by the MinAPFU shall perform the expert analysis.

The cost of expertise is incurred by the side that incorrectly evaluates the quality of the
produce once that is determined by the expert institution.

The formulas of recalculation of quantity of commodity that is subject to the delivery
by tradable AR in relation to a different quality of delivered products are approved by
each party by mutual agreement. The MinAPFU works out the methodology for such
recalculations.

The execution of liabilities on delivery of production by the tradable AR is done on
EXW conditions (Incoterms 2000). The debtor pays for storage of produce up to the
date of AR execution while the investor pays for storage after receipt of execution by the
AR. At the moment of receipt of produce the investor is obliged to return the original
copy of the AR, which is recorded as “executed”.

The payment of cash funds by financial AR is done on condition of revocable letter
of credit (L/C) with conditions approved by both parties. When the investor receives
funds, the original copy of the AR is returned and is recorded as “executed”.

The inalienable component of ARs is the provision of liabilities by the future harvest
pledge; the actions of a debtor are related to the disposal of production. The amount of
collateral should be no less than the amount of liability by AR, and the conditions of
collateral are to envision the opportunity of a creditor to appropriate the collateral by
way of writing off the debtor’s liabilities. The conditions of AR may include the referral
to other agreements that ensure the execution of the liabilities by a debtor.

The monitoring of collateral objects is to be one of the most vital parts of the AR
system in Ukraine. The climate of Ukraine necessitates strict regulation of the
technology for agrarian production during all stages of technical process. Negligence
during any stage of the process may lead to damage or devastation of crops or animals
that incure obligations under ARs.

There are no public records of amount and quality of crops harvested, products of
animal origin gathered by farmers or private entities, or domestic animals grown by
them. The lack of regulation on turnover of crops, animals and products of animal
origin could lead to uncontrolled evasion of the execution of a debtor’s duty to use
harvested crops, domestic animals and gathered products of animal origin as collateral
for ARs once crops in the field have been harvested and stored.
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In order to remove both above-mentioned risks, the Ukrainian version of CPR
implementation offers the right to monitor collateral including inspection of: crops
existing in the field, technologies for cultivation of crops and animals, crop harvesting
and harvest storage methods as well as conditions of harvest storage and animal
husbandry in AR owners, as is already done in Brazil. Moreover, the draft law grants
additional guarantees for AR owners by stipulating their right to conduct any action
to ensure the proper use of technology for crop and animal growth, and at the farmer’s
expense if the farmer fails it do it himself. This specification in the law is not new, but
is an elaboration on existing Ukrainian law protecting the right to save someone else’s
property as stipulated in chapter 1162 of the Civil Code of Ukraine.

In Brazil, the farmer can file a lawsuit against CPR owners who he believes falsely claim
that there is negligence on the farmer’s part in terms of failure to grow and husband,
harvest and store, crops and animals in proper ways. Such lawsuits are heard as common
civil cases. In Ukraine, court hearings are much longer and technical knowledge

about crop growth, harvest and storage is needed to resolve these kinds of disputes.
Ukraine’s draft law offers the services of a special arbitration authority appointed by
the government. This authority is mandated to solve such disputes within two working
days from receipt of the farmer’s complaint. Until this solution is reached, the owner
of the AR has no right to conduct any actions on farmer’s field or against the farmer’s
crops and animals. If the special arbitration authority fails to satisfy the complaint of
the farmer within the above-mentioned terms, the complaint is to be recognized as
rejected. The use of a specialized arbitration authority and the efficient procedures of
qualified complaint processing would establish a rather simple and highly effective
system for balanced protection of farmers — who are interested in free growth of crops
and animal husbandry — and AR owners — who are interested in effective growth of
crops and animal husbandry [1,2,3].

In case of a debtor’s failure to execute the liabilities of the AR in the term specified,

the investor has the right, at any time, to address the notary for the performance of
executive record and to obtain the execution of AR and forfeit from a debtor. ARs that
have not been recorded as executed are considered to offer sufficient confirmation of
the indisputability of the creditor’s claim.

Creditors by AR have a prevailing right over the rights of other persons to satisfy their
claims for the account of the subject of AR collateral.

Those creditors whose AR was issued first have the prevailing right to satisty their claim
for the account of the subject of AR collateral over other investor’s rights by other ARs
that have been issued by the same debtor for the same produce.

Also, those creditors who were issued ARs first have the right to satisfy their claim, if
later investors received the execution of AR from a debtor before they did.

In cases where a creditor receives an AR from a previous investor by the way of executing a
record of transfer, he/she has the right to satisty his/her claims for the account of property
of such previous investors or any other previous investors that are placed higher than
his/her name in a line of transfer records, if in the text of transfer record there is no rule
“unbailed” In cases where a previous investor would execute the liability by AR for the
account of own property, he/she assumes the rights of an investor by AR.

The debtor bears the responsibility for the failure to execute the liabilities by AR,
regardless of his/her culpability or circumstances, whether random coincidence or force
majeure. A debtor’s civil responsibility for the failure to comply with obligations of AR
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is the commitment to pay a forfeit to a creditor; the amount of forfeit is defined by each
side at the moment of conclusion of the AR, but it should not exceed the amount of
collateral indicated in the AR. In addition, the debtor may bear civil responsibility in
other forms, orders or conditions as envisioned by the legislation of Ukraine. Debtors
bear criminal responsibility for the failure to execute the liabilities by AR in the order
and on the conditions envisioned by the legislation of Ukraine.

Liabilities by AR become effective from the moment of notary certification of AR and
are valid until their full execution. By the mutual consent of the both parties, and also,
in some specific cases, as is envisioned by the law, the date of execution of liabilities by

AR can be transferred to the next marketing year.

When collateral is in the form of future harvest, it is important for the development
of the proposed mechanism, to create the conditions for a situation when a creditor,
in cases of violation of liability, can have the opportunity to obtain fast and efficient
satisfaction of claims for the account of the pledged property.

It is proposed that in cases of a debtor’s violation of liabilities, the procedure of
appropriation of pledged movable property by mortgagee should envision the right of a
creditor to address the notary whose executive record is sufficient for a forced receipt of
execution of liabilities from a debtor.

The acceptance of the draft law “On Agrarian Receipts” also requires:

the parallel regulation of the legislative gaps that deal with amending the
instructions on the order of execution of notary actions by notaries of Ukraine;

changes to the regulation on State Register of legal deeds; State Register of liens
on movable property;

changes to the list of documents where the enforcement is done in incontestable
order on the basis of executive records of notaries, adopted by the Resolution of
CMU dated 29 June 1999 Ne1172;

changes to the Penal Code of Ukraine including amendments to the article
191-1 to envision punishment in case of failure to execute the liabilities of the
unconditional and secured agricultural produce collateral agreement, by a person
who concluded it.

50



Agrarian sector stakeholders function best when resources that are necessary for their
operations and economic development, such as legislation and regulatory policy,
financing systems, inputs supply, production and processing are within their grasp.
Optimal management of those resources is dependent upon empowered and informed
decision-makers with access to working infrastructure, marketing chains and inputs

supply. Thus, the implementation objectives should be [5,6]:

to increase credit resources to agriculture through the introduction of the
functioning PrHF instruments tailored to farmer’s seasonal needs;

to contribute to the development of sustainable agricommodity supply chain
financing by integrating pre- and post-harvest systems;

to mobilize and to facilitate stakeholders’ commitment and engagement in ongoing
PPD through development of common ownership of proposed solutions; and

to strengthen agricultural marketing, service and high value chains and
financing institutions in order to improve the access to markets and financing for
small and medium-size producers (SMPs).

Authors suggest several innovative approaches to be utilized separately or in
combination to achieve the synergy of implementation of efforts.

Implementing activities will bring identified multiple and varied stakeholders together,
using whole-systems-in-the-room (WSR)* meetings and problem-solving techniques,
creating both commitment to and ownership of the future solutions. WSR is an
innovative, large group planning method that enables stakeholders to develop a
common vision and a shared agenda for a sustainable future action. A participatory
process that brings representatives from all parts of a system into the room to work
together, WSR facilitates the creation of a vision and the mode to achieve it in the
future. The WSR process has three main outcomes: it enables diverse groups to come
together and develop a shared vision for the future; it enables stakeholders to discover
shared intentions and begin implementation of an action agenda; and it facilitates
diverse-group increased collaboration and cooperation for sustainable self-managed
solutions. This collaboration will also promote risk reduction created by “free rider”[9]
attitudes towards common pool resources management. At the same time, it will help to
get real buy-in of stakeholders and to achieve increased self-responsibility for decision-
making [10,11].

Another innovative approach is the use of the theory of Complex Systems
[12,13,14,15,16,17]for description and development of PPHEFS. This approach helps
to optimize the systems’ components, the links between them and their functions.

It also creates feedback loops for efficient error correction and operative control
[18,19,20,21].

If implemented in the future, these approaches will improve the stakeholders’ access

to financial resources and increase its efliciency by developing sustainable PPHES

in the agrarian sector. That sector’s sustainability will be based on a relevant legal
platform and shall be secured by the PPD. A “sustainable partnership and dialogue”
concept will provide a foundation for the development of an enabling legal and
regulatory framework and will create the opportunities for commercial financing of the
implementation and operation activities in Ukraine. Further implementation activities

30 — WSR is developed by Future Search and SCALE by AED (now FHI360), and later developed
under USAID programs and other documents.
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shall focus on improvement of the effectiveness and the efficiency of financing systems
to ensure sustainability of the agrarian sector. In order to achieve this objective, the
implementation activities should assist in development of a PrtHF system and in the
improvement of the post-harvest financing (PoHF) system, GWHD, with the goal of
further integration. This achievement would create an environment that is conducive to
the financial viability of SMPs:

by providing simplified access to short-term financial resources;

by abolishing gaps in current legislation;

by developing an e-register, based on information systems enabling e-trade
regional platform development; and,

by the establishment of PPD to abolish the current practice of monopolized
decision-making processes in industry at the level of the economy.

The following approach, therefore, is primarily focused on integrating private-

public participation and NGO-based mechanisms into the financial systems and

legal platform development for the agrarian sector in Ukraine, thereby ensuring

their sustainability, as well as its up-scaling. This process would contribute to the
overall improvement of the financing services rendered for Ukraine’s agriculture. The
interventions will focus on the regulatory and institutional framework; on building
technical and managerial capabilities of organizations involved in provision and
delivery of financial services; in particular, the MinAPFU and the sector’s NGOs. The
implementation activities are to be supported by high-level working groups (WG) of
Ukrainian government officials and members of the private sector (e.g. current WGs on
pre-harvest legislation development and on the dialogue in the grain sector are initiated

by FAO, EBRD and MinAPFU).

The Brazilian experience with CPRs shows that there is an opportunity to implement
such financial instruments for agrarian commodity producers in Ukraine with the goal
to obtain additional loans under the pledge of future harvest.

To a large extent, the success of the work of this system in Brazil was dependent on a
simplified system of enforcement in case of failure to execute the concluded agreements
by CPR contract: ruling on enforcement is taken in 24 to 48 hours. Another important
factor is the impossibility of applying force majeure conditions to CPRs. The borrower
has a very limited opportunity to claim these conditions against enforcement rulings.

The main advantages of CPRs for different market participants of agrarian production

are as follows [3,4,6]:

for agrarian producers:
future sale of produce;
decrease of dependency on loans; and
better process of long-term planning.

for middlemen and processors:
expected and planned procurement of produce;
reduction of risks related to delivery; and
better conditions of financing.

for the enterprises-input suppliers:
reduction of risk of non-payment;
opportunity of performance of different types of transactions (barter); and
better conditions of financing.
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On the basis of the legislation and practice of Brazil as to implementation of CPRs,
FAO and USAID joined efforts in order to ensure the elaboration and adoption

of similar legislation in Ukraine. EBRD, IFC, MinAPFU and some national and
international companies from the private sector support these efforts.

In Ukraine, the option of implementation of new contractual liabilities between
agrarian commodity producers and creditors in the form of liabilities secured by
collateral of agricultural produce under future harvest, or AR, is under consideration.

It shall permit agricultural commodity producers who have limited access to loan
resources, to receive direct cash credit through new financial instruments (bank
lending, including state bank lending and such transactions under discounted interest
rates) or indirect credit through inputs (seeds, fertilizers, plant protection means, fuel,
etc.) from investors or creditors. These things will be obtained under the collateral of
their future harvest of agrarian commodities; primarily, grain crops and sunflower. Such
an instrument can be rolled out to other types of agrarian commodities; namely, cattle.

The obstacles in the way of implementation of ARs in Ukraine are:

misunderstanding of the working principles of this instrument;

weak development of the insurance system of agricultural production;

generally ineflicient legal and judicial system in Ukraine, particularly, as to the
speed of enforcement of court rulings;

weak development and immaturity of enforcement of court rulings;

opportunity of regional bodies of executive power to impact on the court rulings
and on other official bodies;

absence of a single consolidated and accurate database on households (square,
harvest yield, etc.)

lack of a single registry of land plots and land titles; and

weak development of market infrastructure, particularly in terms of systems of

inputs and insurance of future harvest.

Development of credit relations requires the creation of mechanisms that shall be
oriented to the reduction of risk of financial losses and timely execution of liabilities of
contra-agents, which depends upon their financial status. The main risks are:

the amount of pledge in commercial banks is three to five times larger than the
loan amount;

the absence of the possibility to use fixed assets as collateral is explained by the
fact that their amortization sometimes reaches 90 percent;

the share of agrarian sector in the fixed assets of the national economy of Ukraine
was reduced from 23.3 percent in 1993 to 13.3 percent in 2001, then 4.5 percent in
2004, until, at the end of 2008, the specific weight of fixed assets cost of agriculture
was 3 percent;

the fact that a pledge may be the young animals and a future harvest; their value
should not be assessed lower that the level of market prices.

The main risks for farmers who will be concluding the agreements for inputs under the
pledge of future harvest in the form of ARs from the creditors, can be sharp fluctuations
of market prices for agricultural produce. This instability can complicate settlements
between farmers and creditors. These are not always resolved in favour of the farmers, as
the practice of Brazil shows. Considering this fact, while concluding the agreement for
the delivery of inputs in exchange for a CPR, it is mandatory to indicate the mechanism
of price adjustment in order to minimize the losses of farmers. Also, the mechanism
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that shall facilitate the mutual settlements and shall reduce price risks can be a further
agreement for this produce in exchange for GWH receipts. These shall become the pledge
for commercial banks in order for the farmer to receive additional loan resources.

The authors drafted AR law [8] concepts and framework based on these findings. We
initiated discussions of it with relevant stakeholders and WG members of MinAPFU.
In general, the draft law envisages the following features of the Ukrainian PrHF.

Goal: the improvement of agricultural financing and market-oriented agricultural
policies by developing legal platforms and tools for the integrated PPHES, simplifying
the access to short-term credit resources and reinforcing new and ongoing PPD.

Objectives: 1)increase of credit resources to agriculture through the introduction of
functioning PrHF instruments tailored to farmer’s seasonal needs; 2) to contribute to the
development of sustainable agricommodity supply chain financing systems by integrating
PPHEFS; 3) to mobilize and to facilitate stakeholders’ commitment and engagement in
ongoing PPD through development of common ownership of proposed solutions; and
4) to strengthen agricultural marketing, service, and high value chains and financing
institutions in order to improve the access to markets and financing for SMPs.

Tradable AR: The farmer performs delivery of an agreed quantity of his produce.
In fact, this is a kind of barter transaction or forward contract depending on the type
of input that is supplied in exchange to the farmer performing such a delivery;

or,

Financial AR: The farmer pays an amount that is related to the price of a certain
amount of his produce in specific trading organizations at the date of payment.

indisputable obligation of a farmer to perform such a payment;

relevant ease of circulation;

provision of pledged crops which would be harvested from a certain land plot;
simplified procedure of enforcement during the harvest; and

open register of ARs with a possibility to search liens both per individual and per

land plot.

the issuance of AR is done only for the opposite liabilities of farmers, and
inspection is performed by a notary during registration;

the relation of AR to agricultural produce is clearly defined by the law;

an inspection of an individual’ title for a land plot producing harvest that
becomes a subject of collateral. AR’s term of validity cannot exceed the terms of
duration of such rights. A change of the ownership of land plot means that the new
owner also attains the obligations of the CPR;
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m actual delivery on the terms EXW in tradable ARs; payment in any form in
financial ARs;

m the use of AR blanks to accompany legal actions as to AR circulation and their
execution;

m availability of produce recalculation formulas in case the quality of the produce
delivered is different than anticipated in the tradable AR; availability of produce
quantity recalculation formulas into a cash liability; and name of financial
institution whose recalculation formula is approved to assess the product’s value;

W registration of AR as an agreement and as a lien, with the register of liens on AR
being generally accessible;

W re-assignment of AR as promissory note endorsement plus notary certification of such
legal action that is to be recorded in the register of liens of individual holders of pledge;

m out-of-court enforcement;

m future harvest collateral per each AR.

m Satisfactory resolution of claims for the account of pledged property in favour of
holders of ARs, with priority given to the holder of the earliest AR;

m AR holder’s right to obtain satisfaction for the account of pledged property from
individuals who acquired such property from a holder of pledge during the AR
validity term; and

m possibility to apply specific criminal responsibility to a farmer for the failure to
execute AR.

Chart 25 shows a scheme, currently existing in Ukraine, of creditor’s protection with

pledge and enforcement, as well as its timeframe. In the best case scenario, a court
ecision is reached in 18 months (system’s operational response).
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Source: AMDI
Chart 25. Existing system of creditor’s protection with pledge
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Chart 26 provides an algorithm and relevant operational response timeframe of the
system for creditor’s protection proposed by the draft law. In the best case scenario,
response occurs in eleven days, and in the worst case, it happens in six months.
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Chart 26. System of creditor’s protection proposed by the draft law

Chart 27 provides a comparison of the responses for the existing system of creditors’
p p p g sy
protection compared to the system proposed by the authors.
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Chart 27. Creditors’ protection: comparative time-frame.
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ECONOMIC EFFECT

Future expectations:

m UAH two to three billion additional loan resources for agricultural producers
during the first year of introduction of agrarian notes.

m UAH 45 to 50 billion per year may be involved in agricultural enterprises using
this mechanism.

About 30 percent of these additional resources will be funds from suppliers of inputs,
traders and other intermediaries, while about 5 percent will be supplied by banking
institutions (Chart 28).

CPR 35%

Other 65%

Source: Authors’ calculations

Chart 28. General financing of agrarian enterprises from suppliers of inputs, traders
and banking institutions

While working on this report the authors continued to draft a framework for the AR law
[8]participating in the MinAPFU WG (See Attachment 1). The following content of the
draft law (See Attachment 2) has been developed and agreed upon by the members of the
WG. The draft law, therefore, consists of four sections and fifteen articles which are the
foundations of the key features described in this report (See Table 12).

Table 12. Draft Law of Ukraine “On Agrarian Receipts” framework

Section | Article 1. Sphere of Application

General Provisions Article 2. Definitions

Article 3. Agrarian Receipts

Article 4. Commodity Agrarian Receipts

Article 5. Form of Commodity Agrarian Receipts and Settlement of Disputes about the Quality of
Agricultural Products

Article 6. Financial Agrarian Receipts

Article 7. Form of Financial Agrarian Receipts

Article 8. Pledge of Future Crops

Article 9. Monitoring of Pledged Future Crops and Livestock
Article 10. Issue of Agrarian Receipts

Article 11. Keeping the Register of Agrarian Receipts

Section Il
Agrarian Receipts

Slectlon.III . Article 12. Assignment of Agrarian Receipts
Circulation of Agrarian . . — . .
Receipts Article 13. Fulfillment of Obligations under Agrarian Receipts
Article 14. Liability
Article 15. Bail (guarantee) of Financial Institutions
Section IV

Final Provisions
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Final provisions of the law following legislation, which should be amended or added, in

order to bring this draft law into force:

Law of Ukraine “On Notary Services”;

Ministry of Justice of Ukraine, “The Instruction for the Performance of Notary
Acts by Ukrainian Notaries”;

Law of Ukraine “On Executive Proceedings (Enforcement)”;

MinAPFU to adopt an act that will regulate the issues pertaining to the
determination of the quality of agricultural products;

Ministry of Justice of Ukraine to make corresponding changes in the instructions
for the keeping of the State Register of Transactions;

Ministry of Justice of Ukraine to make corresponding changes in the instructions
for the keeping of the State Register of Pledged Movable Assets and completion of
applications;

the Cabinet of Ministers of Ukraine shall amend the list of documents required
for unconditional collection of indebtedness based on executive notary inscriptions
approved by the resolution of the Cabinet of Ministers of Ukraine No.1172 dated
29 June 1999;

add Article 198-1 to the Criminal Code of Ukraine;

amend the Criminal Procedure Code of Ukraine; and

the Cabinet of Ministers of Ukraine shall amend the state targeted program for
the development of Ukrainian rural areas for the period until 2015 by working out
a program for the development of lending to agricultural producers with the use of
the agrarian receipt mechanism, the execution of the key provisions of this law and
the provision of necessary funding.

All theoretical assumptions, approaches and systemic principles provided in this report
have been discussed and approved by the WG members.

Authors prepared a presentation (See Attachment 3) for the II" Grain Congress

(on 16-18 October 2011, Kyiv) (See Attachment 4) and for the round table (See
Attachment 5) with members of the WG and stakeholders. It was recommended
that a draft be sent to the Ministry and the Verhovna Rada for its ofhicial registration.
Simultaneously, FAO comments on the draft law have also been considered and

relevant answers provided (See Attachment 5).
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ATTACHMENT 1. MinAPFU WG order 170, as of May 12,2011

MIHICTEPCTBO AIrPAPHOI MOJIITUKN TA NPOAOBOJIbCTBA

YKPAIHN HAKA3
Bia 12 tpaBus 2011 poxy N 170
Ipo crBopenns Mixxsiaomuoi poboyoi rpynu

Ha Buxonanns popyuenns Kabinery Minictpis Ykpainu Bia 31 ciunst 2011 p. N
65878/5/1-10 111040 yAOCKOHAACHHS MeXaHI3My $piHAHCOBO-KPEAUTHOTO 320€e3I1edeHHS

CIABCHKOTOCIIOAAPCHKHX TOBAPOBHPOOHUKIB HAKA3YIO:

1. Creopuru MikBiaoMuy po6ody rpyiy 3 muTaHb PO3pOOKH 3aKOHOIPOEKTY
LII0AO YAOCKOHAACHHSI MEXaHi3My $piHAHCOBO-KPEAUTHOTO 320€3MeueHHs
CIABCHKOTOCIIOAAPCBKHUX TOBaPOBHpO6HHKiB (,A,aAi - p060qa rpyna) Y CKAQAIL 3TiAHO 3
AOAATKOM.

2. KepiBHI/IKy p060qo'1' rpynu:

2.1.Y Micsunuit CTPOK ITOAATH KepiBHUIITBY MiHicTepcTBa 3aKOHOIPOEKT
1II0AO YAOCKOHAACHHSI MEXaHi3My $piHAHCOBO-KPEAUTHOTO 320e3MeueHHs
CIABCHKOTOCIIOAAPCHKHX TOBAPOBHUPOOHHUKIB AAS TIOAAABIIOTO BHECEHHS CY0 €KTOM

3aKOHOAABYOI iHiliaTuBH Ha poarasp Bepxosroi Paau Ykpainn.

2.2. 3abesneuuTtu CYIIPOBiA 3aKOHOIPOEKTY IiA 4ac posrasiay y BepxosHiit Paai
Yxpainm.

3- KOHTPOAI) 34 BUKOHAaHHSIM HaKa3y 3aAHUIIAI0 3a CO6OIO.

MinicTp M. B. MNMpucaxxHok

Aodamox
0o Haxasy Mﬂicmepcmea azpapror nosimuxu ma npoﬁogoﬂbcmm Yxpaiﬂu
12.05.2011 N 170

CKIAA

MixBiaoM401 po6O4OL IPyH 3 TUTAHD PO3POOKH 3AKOHOIIPOCKTY
1I0AO YAOCKOHAACHHSI MEXaHi3My $piHAHCOBO-KPEAUTHOrO 320e3MeueHHs

CIABCHKOTOCIIOAAPCBKHUX TOBaPOBI/IpO6HI/IKiB

Cepriit MuxoaaitoBud - AupexTop AemapraMeHTy eKOHOMIYHOTO PO3BUTKY i

arpapHOro pMHKY, KEPiBHUK p060qo'1' rpynu

AXIAXAHOB

barpar Pa¢gixosuu - aupexrop AenmaprameHTy GiHAHCOBO-KPEAUTHOI ITOAITHKH,

3aCTYITHUK KepiBHUKA poOOYOI rpymnu
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AHOPIEBCbKUN

Bikrop €Brenosud - AupexTop IHCTUTYTY PO3BUTKY arpapHUX PUHKIB, 3aCTYIIHHUK
KepiBHHKa po6040i rpynu (3a 3roA0M0)
Yaenu poboyoi rpymu:

AEMXAOOB

Oaexcanap AHaTOAIOBHY - AupeKTOp AenapTaMeHTy 3eMaepobCcTBa

KY3bMEHKOB

Oaexciit OAeKcaHApom/Iq - HAYaABHMK BipAiAy 0COOMCTHX CEASTHCHKHX i epmepcrkux
FOCIIOAAPCTB, KOOIIepallil Ta MAIPHEMHUITBA AeapTaMEHTy PO3SBUTKY CiABCBKHX

TEPUTOPIN

TEPELLYK

Cepriit MukoAaiioBud - HIPOAHHI AETTyTaT YKpalHU (32 sr0p010)

MITArHA

Csitaana bopuciBHa - 3aCTYNHHK HaYaABHHKA YIIPABAIHHS - HAYAABHUK BiAAIAY

arpapHOro Ta 3eMEABHOTO 3aKOHOAABCTBA YIIPABAIHHS 3aKOHOAABCTBA 3 ITUTaHb
3€MEABHUX BIAHOCHH arpOIPOMHCAOBOTO KOMITAEKCY Ta OXOPOHM AOBKIAAS
AemapraMeHTy MBiABHOTO, $iHAHCOBOIO 3aKOHOAABCTBA Ta 3aKOHOAABCTBA 3 IIUTAHb

3eMeAbHHX BiAHOCHH MiHicTepcTBa 10cTHIIT (32 3T0A0I0)

Boaoaumup Bikroposud - ros0BHUIT eKOHOMICT-(iHAHCHCT BiAAIAY 3 THTaHB
GaHKIBCBKUX ITOCAYT Ta KOOpAHHaLii B3aemoaii 3 HBY Aenapramenty $pinancosoi
noaituku Minictepersa ginancis (3a 3rop0m0)

NMAPbOXA

IOpiit CepriiioBuy - TOAOBHUH CIIEL[IAAICT BiAAIAY EKOHOMIKH arpapHOTo CEKTOPY
AenapTaMeHTy pO3BUTKY CeKTOpPiB eKOHOMiKH MiHicTepcTBa EKOHOMIYHOTO PO3BHUTKY i
TopriBai (3a 3roa00)

KITMMEHKO

Boaoaumup IeopriiioBud - npe3naeHT YKpaiHChKOI 3¢pHOBOI acorjiaril (3a 3rop010)
HOBIKOB

Tennaaiit Boaopumuposud - rosrosa Arpapsoro corwsy Ykpainu (3a 3ropom)
PABEHKO

Cepriit AbBOBHY - KOHCYABTAHT 3 OPUAUYHHX MUTaHb MiKHAPOAHOI $piHaAHCOBOI

xopropauii (3a 3rop0m0)

KNMIOLUA

Cepriit OaekcaHAPOBHY - KOHCYABTAHT 3 FOPUAMYHUX IUTaHb KoMItaHii « BASF” (sa
3TOAOIO)

KOPOTKOB

Onexcanap OAeKcaHAPOBHY - HAYAABHUK BiaAiscHHS 6anky “Yipeu66ank” (sa
3rOAQI0)

BOPYEBCbKUN

Bikrop MuxoaaiioBud - crieniaaict penmapramenry 6isuec innosauit TOB “Cunrenra”
(3a 3rOA0I0)
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MAJIMHOBCbKA
Tamapa Boaoaumupisaa - ropuckoncyast TOB “Ayi Apeiipyc Komoairis Yipaina ATA”
(3a 3rop010)

Oaner IeopriitoBud - AUpEKTOP 3 IOPUAMYHUX ITUTAHb Ta 31 3B’SI3KiB 3 IPOMAaACBKICTIO

AIT «Canrpeiia» (3a saroporo).
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ITpoexr
BrocuTtbcsa HapoaAHUMM AenyTaTaMu
Yxpainu

I'Ipo arpapHhi posnucku

3araapHi [ToroxxeHHsA

Llet 3aKOH peryAloe MpaBOBIAHOCHHH, SIKi BAHUKAIOTD Y cdpepi 0POpMACHHS,
BUAQYI, o6iry, BUKOHAHH: arPapHUX PO3IHUCOK, BU3HAYAE IOPAAOK iX peecTpanii
Ta CHPAMOBAaHHUH Ha CTBOPEHHS IIPAaBOBUX, EKOHOMIYHHUX, OPTraHi3alliiHUX YMOB

GyHKIIIOHYBaHHS LIUX AOKYMEHTIB.

Busnayenns TEPMiHiB
vy LbOMY 3aKOHI HIKYEHABEACHI TEPMIHU B)XUBAIOThCS B TAKOMY 3HA4€HHI:

arpapHa po3IHCKa — TOBAPOPO3MOPSAIUIL AOKYMEHT, 110 Pikcye besyMoBHE
3000B’s13aHHsI GOPXKHHKA, SIKE 320€3I1EIY€ETHCSI 3ACTABOO, 3AIICHUTH ITOCTABKY
CIABCHKOTOCIIOAAPCHKOI IPOAYKLIT 260 CIIAATUTH IPOLIOB] KOIUTH HA BU3HAYCHUX B

HbOMY YMOBax;

6op>1<H1/n< 3a arpapHOI0 PO3IHUCKOIO — 0c00a, SIKA BHAAE ATPAPHY POSIIUCKY AASK
0$pOPMAECHHSI CBOTO 30008 sI3aHHSI 3AIMICHUTH IIOCTABKY CIABCHKOTOCIIOAAPCHKOT
IPOAYKLIi 200 criAaTUTH IPOLIOBI KOITH HAa BU3HAYEHMX B arPapHiil PO3MMCIIi yMOBaX;

KPEAUTOP 32 arpapHOI0 POSIUCKOI0 — $pisHYHA UM IOPUANYIHA 0CO0a, KA HAAAE TPOILOB]
KOLLITH, ITOCAYTH, IOCTaBASIE TOBAPH, BUKOHYE POOOTH SIK 3yCTpidHE 30008 sI3aHHS 32
AOTOBOPOM, 32 IKUM GOP)KHHK 32 arpapHOI0 PO3IHCKOIO BUAAE il arpapHy PO3IHCKY,
HAaAIASIOYM [IPAaBOM BHMAraTH Bis HbOTO HAACGKHOTO BUKOHAHHS 30008 s13aHb 32
arpapHOIO PO3IHMCKOI0, a TAKOX Pi3UYHA 91 IOPUAMYHA 0c00a, SIKa OTPUMaAa paBa
KPEAUTOPA 32 aTPapHOI0 POSIHCKOIO Bi IHIIOTO KPEAUTOPA 32 aTPapPHOI0 POSIHCKOI0
HEe3200POHEHUM 3aKOHOM CIIOCOOOM;

Peectp arpapHux po3nucok — eArHa iHpopMallifiHa CHCTEMA, 110 MiCTHTh BiAOMOCTI

npo 000B’I3KOBi PEKBI3UTH BUAAHHX T MOTAIIEHUX aTrPAPHUX PO3IHCOK;

CKCIIEPTHA yCTAaHOBA - $pi3HYHA YU IOPUAUYHA 0CO0A, AISABHICTD SIKOI [TOASITAE y
MIPOBEACHHI 32 IMAATy TOBAPO3HABYUX AOCAIAXKEHD Y FaAy3i CIAbCHKOTO FOCIIOAAPCTBA, 1
AKa MATBEPAMAA CBOIO KBAAI(IKaIIiIO y ITIOPAAKY, BCTAHOBACHOMY 3aKOHOM AASI CYAOBHX

€KCIIEPTIB.

MOHITOPHHT NPEAMETA 3aCTABU 32 ATPAPHUMHU PO3NUCKAMU — ALSABHICTD CHEiaAbHO-
YIIOBHOBa)KEHOTO OPTaHy ACPXKaBHOI BAAAU TIO 3a6e3meyeHHI0 peaaisanii Aep>kaBHOI
HOAITUKHY y cdepi HarasgAy (KOHTPOAIO) B arpoONpOMHCAOBOMY KOMIIAEKCI, @ TAKOXK
AISIABHICTh KPEAUTOPIB 32 arPAPHUMM PO3IHUCKAMU Ta 3aAYYE€HUX KPEAUTOPAMH 3a
arpapHUMH PO3NUCKAMM iHIIMX 3al[iKaBAEHUX ocib 3i 3aificHeHHS CIIOCTEPEXKECHHS 32
MaiOyTHIM BpOXKaeM Ta/ 260 >xuBUMU TBAPUHAMH, 1[0 BUCTYNAIOTh IPEAMETOM 3aCTaBU
3a arpapHUMU PO3IUCKAMH, 36opy inpopmalii mpo npeAMeT 3acTaBU Ta 6OP>KHI/IKiB

32 arpapHUMM PO3MMCKAMH, 1I CHCTEMATH3Aallil B 623U AAHUX Ta KOPHUCTYBaHHS TaKMMM
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68.33.MI/I AQHHX B IIOPSIAKY, HCPCA6‘&‘{CHOMY 3aKOHOM.

CIABCBKOTOCIIOAAPCHKA MPOAYKIIis — IPOAYKIIisl, IIEPEAIK SKOI BUSHAYEHUH B TPyIax
01-14 posaiais I ra II Ykpaincskol kaacuikaril ToBapiB 30BHIIIHbOCKOHOMIYHOT
ALIABHOCTI, 3riaHO i3 3akoHoM Ykpainu «IIpo Murthuii Tapud Yipainu».

KMBI TBAPHHU — TBAPHHH, SIKi BusHa4ueHi B posaiai I Ykpaincekoi kaacudikanii ToBapis
30BHIIIHBOCKOHOMIYHOI AISIABHOCTI, 3riaHO i3 3akoHoM Yipainu «IIpo Murhuii Tapud

Ykpainn>.

Arpapsi posnucku

3araAbHi MOAOXKEHHS

ArpapHi po3nHCKU BUKOPUCTOBYIOTHCS B OIIEPALIISIX 3 CIABCBKOTOCIIOAAPCHKOIO
IPOAYKLIIEIO.

ArpapHi po3IHCKU MOXYTb BUAABATHCSI 0COOAMH, SIKI MAIOTh IIPABO BAACHOCTI Ha
3€MEABHY AIASTHKY CiAbCHKOTOCIIOAAPCHKOTO MPU3HAYEHHS abo IPaBO KOPUCTYBAHHS
TaKOI0 3€MECABHOIO ALASIHKOIO Ha 3AKOHHHUX ITIACTaBaX AAS 3AIFICHEHHS BUPOOHUIITBA
CiABCBKOTOCITIOAAPCHKOI IPOAYKIIIL. SIKIII0 MpaBo BAACHOCTI Ha 3eMEABHY AIASHKY
HAACKHUTb ABOM 1 6iAbllie CrIiBBAACHHKAM 200 IPAaBO KOPUCTYBAHHS HAACKUTH ABOM
i 6iAblIIEC KOPHCTYBaYaM, arpapHi PO3NUCKH BUAAKOTHCSL HUMU criabHO. Ocobu,

IO CITIABHO BUAAAH arPapHY PO3IHCKY, HECYTh COAIAAPHY BiATIOBIAQABHICTD 32

HEBUKOHAHHS CBOIX 3060B’5{33Hb.

ITepexia mpaBa BAACHOCTI ¥ IpaBa KOPUCTYBAHHS 3€MEABHOIO AIASTHKOIO HE 3YIIMHSE
AIIO BKAa3aHOI y arpapHill pO3NHCIi 3aCTaBU Maﬁ6yTHboro BPOXKAIO, Ta HE IIPUIIUHAE
npas 60p>1<Hm<a Ta KPEAUTOPA 32 AarPaPHOIO PO3MHUCKOIO HA KOPUCTYBAHHS 3€MEABHOIO
ALASTHKOIO AO 36opy BIATIOBIAHOTO BPO>KalO AA€ HE AOBIIE Hi)XK AO 3aKiHUEHHS

IIOTOYHOTO MAaPKECTHHTOBOI'O POKY.

ArpapHi pO3IHCKH CKAAAAIOTBCS Y ABOX IPUMIPHUKAX, OAMH 3 IKHUX 36epiraeTLcsi

B CIIpaBax ocobu, 110 BYMHSIE HOTapiaAbHI All 3 IX IOCBIAYEHHS Ta PeECTpaliii, a
IHIIHH - HEPEAAETHCS KPEAUTOPY 32 arPApHOI0 PO3ITHCKOI0. 32 OakaHHAM 60p>1<Hm<a
3a arpapHOI0 PO3MHUCKOI0, HOMY MOXE 6yTH HaAAaHA ITOCBIAYEHA KOIisI BUAAHOL HUM

arpapHOl PO3IHUCKH.

BiamoBiaHo A0 BUAY 30008’ s13aHHS arpapHi pO3NUCKHU MOAIASIOTECS HA TOBAPHI arpapHi

po3IHCKU Ta piHAHCOBI arpapHi PO3IMHCKH.

TOBapHi arpapHi po3mucKu

TOBapHa arpapHa po3IUCKa — 1€ arpapHa PO3IKCKa, 110 BCTAHOBAIOE 6e3yMOBHe
30008’ s13aHHS 6op>1<Hm<a 32 arpapHOIO PO3MHUCKOIO 3AIICHUTH ITOCTABKY Y3rOAXKEHOI
CiIABCHKOTOCIIOAAPCHKOI MPOAYKIIil, AKICTh, KIABKICTb, MiCIl€ Ta TEPMiH IOCTABKH AKOI

BU3HAYCHUH ArpapHOIO PO3IIHCKOIO.

CDopMa TOBAPHOI arpapHOI PO3MMCKH i BUPIIIEHHS CMOPIB PO AKICTh

CIABCBKOTOCIOAAPCHKOL TPOAYKIIiT
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TOBapHi arpapHi pO3MUCKHU CKAAAAIOTHCS Y TUChbMOBIHN cl)opMi Ha 6AaH1<y, HIAASITAIOTH
HOTapiaABHOMY ITOCBIAYCHHIO 1 HE MOXYTb OyTH I1epeBeAcH] y Oe3A0KyMeHTapHY GopMy
(3Hepyx0MAeHi), SKIIO 1HIIIE He nepe,A,6aque LIUM 3aKOHOM.

TOBapHa arpapHa po3IUCKa Ma€ MiCTUTH HACTYIIHI 060B 513K0Bi peKBisuTH:
Haspy — « TOBapHa arpapHa posHnuCcKa>
TepMin mocTaBKH CIABCHKOTOCIIOAAPCHKOT IIPOAYKIIL.

PexBisuTu KpeaAuTOpa T2 YMOBH IIPO IIOAAABIIY IIEPEAAYY IIPAB 33 aTPAPHOIO
PO3IHCKOIO.

[Tpeamer — 6e3ymMOBHE 30008 I3aHHS 3AIICHUTH [IOCTABKY
CiABCBKOTOCIIOAQPCHKOL IMPOAYKIIil, BUSHAYEHHA 11 KIABKOCTI Ta AKOCTI. CDopMyAM
HnepePaxyHKy KiABKOCTI CiAbCBKOTOCITOAAPChKOI MPOAYKIII y BUITAAKY ITOCTaBKU

CiABCBKOTOCIIOAAPCHKOI IPOAYKIIi1 iHIIOI AKOCTI.
YMoBu Ta MicIie TOCTaBKHU CiABCBKOTOCIIOAAPCHKOT IIPOAYKIIIL.

Omnuc npeaMery 3acTaBy, B TOMY YHCAi iHQOpMAaIIis [0AO KiABKOCT]
3aCTaBAEHOI'O PYXOMOTO MalHa, KAAACTPOBOTIO HOMEPY, MiCIls pO3TalllyBaHHS,
IPAaBOBCTAHOBAIOIOYMX AOKYMEHTIB Ha 3€MEAbHI AIASHKH, HA IKUX BUPOIYEThCS
3aCTaBACHMI MaOyTHIN BPOXKail CIAbCHKOTOCIIOAAPCHKOL IPOAYKLT 260
iaeHTHIKAIIFHI HOMEPH XMBUX TBAPHUH, AKi BUCTYIAIOTh IIPEAMETOM 3aCTaBH 32
arpapHOIO PO3IHCKOIO.

Aara Ta Micie Buaayi.

Inr'st 6op>1<Hm<a, HOTO MiCIle peecTpallii, peECTPaLiiHUI HOMEP 0b6aikoBoOI
KapTKH [IAATHUKA IOAATKIB (HOMEp Ta cepist MacmopTy y BUMAAKY SKILO 0coba
BIAMOBHAACS Bip HOTO OTpI/IMaHH}I) Ta MIATTAC — AAST QIBUYHHX oci6. Haspa, appeca
micresHaxopxeHHs, koa EAPITOY nianuc ynoBrHoBaskeHoI 0coOu Ta nevarka —
AASL IOPHANYHEX 0Ci0. Y BUITaAKY KOAH GOp)KHHKIB ABa i OiAblle, 3a3HAYAIOTHCS

AaHi BCIX OOp)KHHKIB.

EOP}KHI/IK Ta KPCAUTOP MOXXYTb AOMOBUTHUCH ITPO BKAIOYCHHS AO TCKCTY TOBAPHUX

arpapHHUX PO3MUCOK AOAATKOBUX YMOB, II[O HE CyIIEPeYaTh MOAOKEHHAM I[bOTO 3aKOHY.
AOKyMeHT, 1[0 He BIATIOBiAa€ BUMOTaM Ii€i CTATTi, HE € arpapHOI0 PO3MHUCKOIO.

SIKicTh CiABCBPKOTOCIIOAAPCBHKOI IIPOAYKILiT, IPEAMETY arpapHOi PO3MUCKH, BU3HAYAETHCS
OOP)KHUKOM i KPEAUTOPOM 32 B3aeMHOIO 31oA010 Buxoasuu 3 [OCT rexuiuHux yMOB,
TEXHOAOTIYHUX PETAAMEHTIB, KAacH(iKaTOpiB YMHHMX B YKpaiHi Ha A€Hb BHAQUI
arpapHUX PO3IMHCOK.

ExcnepTHa ycTaHOBa, YIIOBHOBa)KEHA BUPIIYBAaTH CIIOPH IIOAO SIKOCTI IIPOAYKIIii B
3000B’s13aHHSIX 3 BUKOHAHHSI TOBAPHUX ArPAPHUX PO3IIHCOK 06I/Ipa€TbCﬂ 3a B3AEMHOIO
3TOAO0 OOPXKHUKOM Ta KPEAUTOPOM 3 IIEPEAIKY YCTAHOB, IO BIATIOBIAHO AO 3aKOHY
MalOTh IIOBHOBA>KEHH S 3AIMCHIOBATH €KCIIEPTU3H AKOCTI TAKOI MPOAYKIIiL.

Y pasi sKI1[0 Ha A€Hb BUHUKHEHHS CIIOPY II[OAO SIKOCTI IPOAYKIIiT TOTOAXKEHA
60p)KHI/IKOM Ta KPEAUTOPOM 32 arPapHOI0 PO3MUCKOIO EKCIIEPTHA YCTAHOBA HE MAaTUME
BIATIOBIAHO AO 3aKOHY ITOBHOBa)KEHb 3A1HCHIOBATH HOTpi6Hi €KCIIEPTHU3H, 6OP>KHI/II(
Ta KPEAUTOP 32 B3AEMHOIO 3TOAOIO BIIPaBi 06paTH iHIIly EKCTIEPTHY YCTAHOBY, KA MA€
BIAIIOBiAHI TIOBHOBa>XEHHSI.

Y pasi HepocATHEHHS 60p>KHI/IKOM 1 KPEAUTOPOM 3TOAH, EKCIIEPTU3U AKOCTI 6y,A,e

IMPOBOAUTH €KCIIEPTHA OpraHi3allis, BU3BHAYEHA TOAOBHUM OPraHOM Y CUCTEMI
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LICHTPAABHUX OPraHiB BUKOHABYOI BAAAU 3 TUTaHb pOPMYBAHHS Ta 3a0e3IeYCHHS
peaaisanii Aep>kaBHOI arpapHOi MOAITHKH, HOAITUKHU Y cdepi CiAbCPKOTO FOCIIOAAPCTBA
Ta 3 IUTAHb IIPOAOBOABYOIL OE3IIEKU ACPIKABHL.

dinancosi arpapHi posnucku

dinancoBa arpapHa po3IKcKa — L€ arpapHa PO3IIHCKA, L0 BCTAHOBAIOE Oe3yMOBHE
30008 s13aHHsI OOP)KHHKA CIIAATUTH IPOIIOBY CyMY, PO3Mip AKOI BUSHAYAETHCS
3a IIOrOAXKEHOI0 60p>KHI/IKOM i KpeAUTOPOM GOPMYAOIO 3 YPaXyBaHHSM IIiH Ha

CIABCHKOTOCIIOAAPCHKY ITPOAYKIIiO 200 XKUBI TBAPUHH y BUSHAYCHIN KiABKOCTI Ta IKOCTI.

Buxonanns 60p>I(HI/IKOM 30008 s13aHb 32 $iHAHCOBUMM arpapHUMHU PO3MUCKAMH
3AIFICHIOETHCS AUIIIE B OE3rOTiBKOBIMH q)opMi.

CDopMa q)iHaHCOBo'i arpapHOl PO3MHUCKU

®inaHcoBI arpapHi po3NHCKH CKAAAAIOTBCA y MUCHMOBIH popMi Ha 6AaHI<y, MIAASTAIOTH
HOTapiaAbHOMY ITOCBIAYEHHIO i HE MOXYTh 6yT1/1 IEPEBEACHI Y 6C3AOKyMCHTapHy dopmy
(3Hepyx0MAeHi), SIKIO iHIue He nepeabadene num 3akonom. Pinancosa arpapHa

POBIHCKA MAa€ MICTUTH HACTYIIHI 00OB sI3KOBI PEKBI3UTH:
Hassy — «@inancoBa arpapHa po3mucka>»
Tepmin criaaru KomTis.

PexBisuTn KpeaAuTOpa T2 YMOBH IIPO IIOAAABIIY IIEPEAAYY IIPAB 33 arPAPHOIO
PO3IUCKOIO.

[Tpeamer — 6e3ymMOBHE 30008 I3aHHSI CIIAATUTHU IPOLIOB] KOLITH, BUSHAYCHHSI
cl)opMyAn PO3paxyHKy pO3Mipy I'POLIOBOTO 30008’ sI3aHHS 60P)KHI/IK3., KIABKOCTI Ta
POAOBHX O3HAK CIABCHKOTOCIIOAAPCHKOI IIPOAYKIIIL, IO € HEBiA €MHOKO YaCTHHOKO
TaKkol GOpMyAH.

YMOBI/I Ta MiCL[C CIIAQTH I'POIIOBUX KOIIITIB.

Ormuc npeaMeTy 3acTaBy, B TOMY YHCAl iHGOpMALlis IIIOAO KaAACTPOBOTO
HOMEPY, MICIISl pO3TalllyBaHHS, IPAaBOBCTAHOBAIIOYMX AOKYMEHTIB Ha
3eMEAbHI AIASIHKH, Ha IKUX BHUPOIIYETHCS 3aCTABACHUI Maﬁ6YTHiﬁ BpOXal
CiABCBKOTOCIIOAAPCHKOI IIPOAYKIIiT abo ineHTHiKaIIIHI HOMEPHU XUBUX TBAPHH,
SIKI BUCTYIAIOTh IIPEAMETOM 3aCTaBHU 33 ArPAPHOIO PO3IHUCKOIO.

Aara Ta micue Buaaui.

Im’st 6oprxHuKa, HOrO Miclie peecTpauil, peecTpaniitHuil Homep 06AIKOBOI
KapTKHU ITAATHHUKA ITOAATKIB (HOMep Ta Cepist MaCIoOPTy y BUMAAKY SIKILO 0coba
BIAMOBHAAQACS Bip HOTO OTPI/IMaHHSI) Ta MAIHC — AAST GI3HIHUX oci6. Hassa, appeca
micesHaxopxenss, koa EAPITOY niannc ynosHoBaxxeHOI 0c00M Ta mevarka —
AASL OPUAUIHUX oci6. Y BUIIAAKY KOAU 60p>KHHKiB ABa i OiAbIIIe, 3a3HAYAIOTHCS

AaHi BCix GOp)KHUKIB.

EOP)KHI/IK Ta KPCAUTOP MOXXYTb AOMOBHUTHUCDH ITPO BKAIOYCHHS AO TCKCTY (l)iHaHCOBI/IX

arpapHUX pO3MNHCOK AOAATKOBHX YMOB, IJO HC CYIICPCYATDh ITOAOXKCHHSIM IIBOTO 3aKOHy.

AOKYMEHT, 1110 He BiATIOBiAA€ BUMOTAM ILii€l CTATTi, HE € ArPAPHOI0 PO3MHUCKOIO.
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3acTaBa Mail0yTHHOTO BPOXKAIO

ArpapHa po3nucKa BCTAHOBAIOE 3a0e3reveHHs] BUKOHAHHA 30008 A3aHb OopKHHKa
32 arpapHOI0 POSIUCKOIO 3ACTABOIO HIOT0 Mai0y THHOTO BPOXKaI0 200 KUBHUX
TBapHH. HPCAMCTOM TaKol 3aCTaBU MOXKE 6yTH BUKAIOYHO Maﬂ6yTHi131 BpOXau
CiIABCBKOIOCIIOAAPCHKOL IIPOAYKIIiT a60 xuBi TBapUHH, 1IJ0 € IPEAMETOM arpapHOi

POBMHUCKH.

Poamip 3acTaBu moBHHEH OyTH HE MEHIIMM 32 PO3Mip 3060B’13aHHS 32
arpapHoro posnucko. Ha aenp BuAaui arpaproi posnucku, Maf/’l6yTHi1?1 BpOXKai
CIABCBHKOTOCIIOAQPCHKOI IIPOAYKLIT 200 XKUBI TBAPUHU He MOXKYTb IepebyBaTH B iHIIKX

3acTaBax HIX 32 arpapHUMH pO3NHCKAMH.

B moMmeHT 360py Bpoxaro 260 OTpUMaHHS IIPOAYKLII TBAPUHHOTO IIOXOAXKEHHS
IIPEAMETOM 3aCTaBU CTAa€ BIAIIOBIAHA KiABKICTh 3i6paH0'1' CIABCBKOTOCIIOAAPCHKOL
HPOAYKLIiL

3acraBa Maﬁ6yTHboro BPOXKAIO CIABCbKOTOCIIOAAPCHKOI IPOAYKLIii 200 >KUBUX

TBAPUH 32 arPapPHOIO PO3MKCKOIO HAAIASIE KPEAUTOPA IIPABOM Y Pa3i HEBUKOHAHHS
OOP>KHUKOM 3000B sI3aHHSI 32 aTPAPHOI0 POIHCKOIO Y IIOPSIAKY IIPHMYCOBOIO
BUKOHAHHsI 30008 s13aHHS OOP)KHHKA 32 arPAPHOI0 PO3IUCKOI OACPIKATH 3AAOBOACHHS
BHMOT 32 PaXyHOK 3aCTaBACHOTO Mai0yTHbOTO BPOXKAIO CIABCHKOIOCIIOAAPCHKOL
HPOAYKLIT 200 )XMBUX TBAPHH MEPEBAKHO MEPEA IHIIMMH KPEAUTOPAMH LIbOTO
OOpP>KHHUKA 32 ArPAPHOIO POMHCKOI0. 3aA0BOACHHSI BUMOT KPEAUTOPA 32 arPApHOIO
POSIIHCKOIO 32 PAXYHOK 3aCTABACHOIO Mali0y THHOTO BPOXKAIO CIABCHKOTOCIIOAAPCHKOL
IPOAYKIIi 200 >KUBHUX TBAPUH 3AIMCHIOETHCS 32 BI/I60pOM KPEAUTOPA 32 arPapHOIO
POBIHCKOIO OYAb-SIKIM HE3a0OPOHEHUM 3aKOHOM CIIOCOOOM, B TOMY YHCAL LIASIXOM
nepeAadi HOMy IpaBa BAACHOCTI Ha IIPEAMET 3aCTaBH B PaXYHOK IOTallI€HHS
MailHOBOTO 30008 s13aHHsI OOP>KHUKA 32 TOBAPHOIO arPapHOI0 PO3MUCKOI0, HAAIACHHS
KPEAUTOPA 32 ArPAPHOIO PO3IMHUCKOIO IPABOM AOPOCTUTH 3aCTaBACHHH Maﬁ6yTHi131
BPOJKaI0 CIAbCHKOTOCIIOAAPCHKOL TPOAYKIIiT 260 KUBUX TBapUH, 3i6paTH BpOXXal
CIABCHKOTOCIIOAAPCBKY IIPOAYKIIIIO CAMOCTIIHO 200 YIOBHOB)KEHOK HUM 0C00010

Ta [IOrACUTH MAHOBE 30008 s13aHHs1 OOP>KHHUKA 32 TOBAPHOIO arPapHOI0 PO3MUCKO0
LIASIXOM Ha0yTTs [IpaBa BAACHOCTI Ha TaKy 3i0paHy CiAbCbKOrOCIOAAPCBKY IIPOAYKLIIIO
a00 1moracuTH rpomuose 30008 s13aHHs OOP>KHUKA 32 GPIHAHCOBOIO ArPAPHOI0 POMUCKOI0
IIASIXOM YKAQACHHS AOTOBOPY KYIiBAi-ITPOAQXKY 3aCTaBAE€HOI CIAbCHKOTOCIIOAAPCHKOI
MPOAYKIT ()KI/IBI/IX TBapI/IH) 3 iIHIIIO0 oco60}o—n01<yr[ueM (B TOMY YHCAI IIASIXOM
YKAAACHHSI AOTOBOPY Ha ITyOAIdHMX Toprax) Ta OTPMMAaHHAM B PaXYHOK BUKOHAHH

306OB’$I38.HI> 6OP)KHI/IK8. 3a arpapHOIO pO3MHCKOIO ITAATH 32 TAKHUM AOTOBOPOM.

Burparu, moHeceHi KpeAUTOPOM 32 arpapHOI0 PO3MUCKOI HAa AOPOLIYBaHHS Ta 30ip
BPOYKAIO 3aCTaBAECHOI CiAbCHKOTOCIIOAAPCHKOI MPOAYKIIiI BIAIIKOAOBYIOTLCS 6op>KHm<0M
3a arPapHOI0 POSIIUCKOI0 OKPEMO B IIOPSIAKY, IIEPEAOAICHOMY 3aKOHOAABCTBOM AAS
BIAIIIKOAYBaHHS MalHOBOI IIIKOAH.

[Ticast 300py Bpoxato a00 OTPUMAHHSI IIPOAYKLiI TBAPHHHOTO IIOXOAXKCHHS Ta IIOBHOTO
ITOTaIll€HHA 33 PaXyHOK TaKoOl 3i6paHo'1' CiIABCBKOTIOCIIOAAPCHKOL IPOAYKIIiT 30008 s13aHb
60p>KHI/IKa 3a arpapHOI0 PO3IMUCKOIO PEIITa 3i6paHo'1' CiABCBKOTOCIIOAAPCHKOI IIPOAYKIIiT
abo OTPUMAaHHUX BiA 11 peaaisaliil KOIITIB IOBEPTAETLCS 6op>KHm<y 3a arpapHoOI0

PO3MHUCKOIO.

BukoHaHH: 30608 13aHb 32 aTPAPHOIO0 POSIMMCKOI0 MOXKE 320€3METyBaTHCS AOAATKOBO
OyAb SIKMMU TIePeAOAICHUMU 3aKOHOAABCTBOM YKPAiHU BUAAMH 3a0e3IICYeHHS

BUKOHAHHS 3000B SI3aHb.
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ITpeaMet 3acTaBu MOXe OYTH 3aCTpaXOBaHHUI KPEAUTOPOM 32 arpapHOIO POSIHCKOI0
a00 GOPXKHUKOM 32 arpapHOI0 po3nucko. Kpeautop ra 60pxHUK MOXKYTb
AOMOBHTHCb IIPO CILIABHE 3AIFICHEHHS BUTPAT Ha CTPaXyBaHHS IIPEAMETY 3aCTaBH 32

arpapHOIO pO3MNHCKOIO.

MoHiTopuHT 3acTaBU MaOYTHHOTIO BPOXKAIO CIABCHKOTOCIIOAAPCHKOL

IPOAYKIIii Ta )KUBUX TBAPUH

KpeanTop 3a arpapHOI0 pO3IHCKO0 Mae IPABO CAMOCTIHMHO 200 3aAy4a04Yu TpeTix ocib
3AIMICHIOBATH MOHITOPUHT Maﬁ6yTHboro BPOXKAIO CiAbCBKOTOCIIOAAPCHKOI IMPOAYKIIil Ta
KUBHUX TBAPHH, 1IJ0 € IPEAMETOM 3aCTaBH 3a HOTO arpapHOI0 po3nHcKo0. MoHiTopHHT
MO>KE 3AIFICHIOBATHCS 1IIAOAOOOBO IPOTATOM BChOTO TEPMIHY Ail 3aCTaBU Maﬁ6yTHboro

BPOXKAIO CIAbCHKOTOCIIOAAPCHKOI MPOAYKIIIL 200 >XUBUX TBapHH.

3AlficCHEHHA MOHITOPUHTY nepeAGaqae 3ALICHEHHS CIIOCTEPEXXEHHS 33 Maﬁ6yTHiM
BPOYKA€M Ta )XKMBUMHU TBAPUHAMM, AOTPHUMAHHAM 6OP)KHI/IKOM 32 arpapHOIO PO3MUCKOIO
BIATIOBIAHUX TEXHOAOTIYHHX ITPOLECIB, 3 MOKAMBICTIO AOCTYITy AO 3EMEABHUX AIASTHOK,
Ha SIKUX BUPOLIYETHCS MAHOYTHIN BpO>XKail 200 yTPUMYIOTbCSI XKUBI TBAPHHH, 11O

€ IPEAMETOM 3aCTaBHU 32 arPAPHOIO PO3MUCKOIO, A TAKOXK AOCTYITy AO IPUMIIIEHb,

A€ YTPUMYIOTHCSI )KMBI TBAPUHHU Ta 30epiraeThcst 3i0paHa CiAbChKOrOCIOAAPCHKA
IIPOAYKIIisl, 1[0 € IPEAMETOM 3aCTaBU 33 ArPAPHOIO PO3IHUCKOIO.

ITicas 36opy BPO>KaI0 MOHITOPHUHT 3AIMCHIOETHCS IIASIXOM CITOCTEPEXKEHHS 32 3i6paH010

CiABCBKOTOCIIOAAPCHKOIO MPOAYKIIIEIO, 3 MOKAHUBICTIO AOCTYITY AO MiCIIb 11 36epiraHH51.

besnocepeane Brpyvanns a6o HEPEIIKOAKAHHSA TOCIOAAPChKIN AISABHOCTI 60p>KHI/IKa
3200pOHSIETHCS, SKILO [HILE He epeadadeHe 3aKOHOM.

Y pasi BUsSBACHHS B XOAI MOHITOPUHI'Y HOPYLICHHS OOP)XHUKOM 32 arpapHOIO
PO3IHUCKOI0 TEXHOAOTTYHUX IPOLECIB BUPOIYBAHHS CiABCBKOTOCIIOAAPCHKOL IIPOAYKILl,
MaiOyTHIH BPOXKail SIKOI € IPEAMETOM 3aCTaBH 32 arPAPHOI0 POSIIUCKOI0, 200 YMOB
YTPUMaHHs )KUBUX TBAPUH, SIKi € IPEAMETOM 3aCTaBH 32 arPapHOIO PO3MHUCKOIO, IO
CTaBUTB IiA 3arPO3y OTPUMAHHS MaHOyTHHOIO BPOXKAIO CIAbCHKOIOCIIOAAPCHKOL
NPOAYKLT 260 >KUBUX TBAPUH y 3BUYAIHOMY 00531, KpEAUTOP 32 arpapHOI0
POSIHCKOIO BIPABi CKAACTH KT PO OPYIIECHHS TEXHOAOTIN BUPOOHUIITBA Ta
BHMAraTH Bip OOp)KHHKA YCYHYTH TaKe IIOPYIICHHS IPOTSIOM PO3YMHOIO CTPOKY. Y
BHITAAKY SIKIIIO BUMOTH, BUKAAACHI B aKTi [1PO IIOPYILEHHS TEXHOAOTIH BUPOOHULITBA He
OYAYTb yCYHYTi GOP)KHUKOM 3a arpapHOI0 PO3MHUCKOI0 CAMOCTIHHO IPOTATOM BKAa3aHOTO
Y aKTi CTPOKY, KPEAUTOP 32 arpapHOIO PO3IHCKOIO BIIPABi 3 METOIO IOPATYHKY

Maiiby THBOTO BPOXKaI0 OOP)KHMKA CAMOCTIIHO B3SITH ITiA OXOPOHY 3aCTaBACHE

MalHO i caMocTifiHO 260 3 3aAyYEHHSAM TPETIX 0cCib 3AIFICHIOBATH Al 3 AOpOIIYBaHHs
Maiiby THBOTO BPOXKaI0 260 >KUBUX TBAPUH 3 AOTPUMAHHSIM BIAIIOBIAHMX TEXHOAOTTYHUX
IIPOLIECiB, TPU LIbOMY BUTPATH KPEAUTOPA 32 arPapHOIO PO3IMHUCKOIO Ha TaKe
AOPOILYBaHHS BIAIIKOAOBYIOTHCSI OOP)KHUKOM 32 arpapHOI0 PO3IHUCKOIO B 3aIaAbHOMY
ITOPSAKY.

Y pasi He3aroaM 3 BUMOTaMH, BUKAAACHHMH B aKTi ITPO MOPYLIEHHS TEXHOAOTIH
BUPOOHUITBA, GOP>KHHUK 32 arpapHOI0 POSIIUCKOIO BIPABi 3BEPHYTUCS AO OpraHisai,
CIIEL[iaABHO YTIOBHOBA)KEHOI I'OAOBHHUM OPraHOM Y CHCTEMI LIECHTPAABHUX OPTraHiB
BHKOHABYOI BAAAU 3 TUTAHb 3a0e3IIeYCHHS peaisalil Aep>KaBHOI arpapHOI OAITHKY,
IIPOAOBOABYO]L 6e3mexu AEP>KaBH, ACP)KABHOTO YIPABAIHHS Y cPepi CiAbCHKOro
FOCIIOAAPCTBA, CAAIBHUIITBA, BHHOIPAAAPCTBA, Xap4IOBOi i HepepOOHOI IIPOMUCAOBOCTI
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Ta KOMITAEKCHOTO PO3BUTKY CIABCBKUX TEPUTOPIN AAS BUPIIIEHHS TaKUX CIOPIB.
Bkasana opranisaiyist 3060B’s13aHa POSTASIHYTH CIIp Ta IPUIAHATH OCTATOYHE PillleHHs
10 CIIOpY, siKe Oyae 00OB'SIBKOBUM AASL CTOPIH, IIPOTATOM ABOX POOOYHX AHIB 3 AHS
OTPUMAHHS CKapTU 3 AOAAHMM OCKap>KyBaHHUM aKTOM KPEAMTOPA PO MOPYLIEHHS
TEXHOAOTIH BUpOOHULTBA OOopxKHUKOM. [ IpH 11bOMy AO BUPILIEHHS TAKOTO CIIOPY
CIIEL[iaAPHO YIIOBHOBA)KEHOIO OPTaHi3alli€l0 KPEAUTOP 32 arPapHOIO PO3MUCKOIO HE
BIIPaBi 3AIMCHIOBATH Ail 3 CAMOCTITHOTO AOPOIIYBaHHS 3aCTABACHOTO 32 arPapHOI0
POBIHUCKOI0 MaIOyTHHOTO BPOXKa0 00 )XMBHX TBAPHH. 32 BIACY THOCTI pilllCcHHSI
BKA3aHOI BUILC OpraHisaliil POTAroM 3a3HaYCHOIO CTPOKY, CKapra OOp>KHHUKa

BBAXKAETHCS OE3ITIACTABHOIO Ta BIAXHACHOIO.

O6ir arpapHUX pO3ITHCOK

ITopsiaox BHAQYi arpapHUX PO3ITHUCOK
ArpapHa po3nucKa BUAAETHCS OKPEMO Ha KOXKHUI BUA C1ABCHKOTOCIIOAAPCHKOI
MPOAYKIIil, BUSBHAYEHUH POAOBUMHU 260 IHAMBIAYaABHMMU 03HaKaMH.TOBapHa arpapsa
POSIHCKA MOXKE BUAABATHUCS Ha KOXKEH IIOTOAXKCHUI OOP>KHUKOM Ta KPEAUTOPOM 00csir

MTOCTaBKHU Y3TOAXKEHOI CIAbCHKOTOCITOAAPCHKOI MPOAYKIIIL.

I'Ipu BuAaui, arpapHa PO3MHCKA MAASTA€E HOTAPiaABHOMY ITOCBIAYCHHIO B IIOPSIAKY,
nepepbadeHomy 3akonoM Yipainu «IIpo HoTapiaT>» AAs IpaBOYHHIB, 3 BpaxyBaHHAM
0cObAMBOCTEN, BCTAHOBACHHX LIUM 3aKOHOM. BisoMocTi ipo arpapHy posmucky B
MOMEHT i TOCBIAYEHHS BHOCATHCA A0 Aep>KaBHOTO PEECTPY arpapHUX PO3MUCOK
0c00010, 110 BUYUHSIE HoTapiaAbHi Ali. BisoMocTi mpo mpeaMeT 3acTaBu 32 arpapHOIO
POBIIUCKOI0 BHOCSATBCS A0 ACP>KaBHOTO PEECTPY OOTSDKEHb PyXOMOTO MaiiHa 0c0601o,
1110 BYMHSE HOTAPiaAbHi All B MOMEHT HOTapiaABHOTO ITOCBIAYEHH S arPapHOI PO3MHUCKH.
Y BUIIaAKY HasSBBHOCTI AOAATKOBOTO 3a0€3IICYeHHSI arpapHOi PO3NKUCKH, iHPpopMallis
PO TaKe 3a0e3meYeHHS MOYKE BHOCUTHCH AO BIATIOBIAHHX PEECTPiB BIAIIOBIAHO AO

3aKOHOAABCTBA YKpaiHU.

ArpapHa po3nucKa BBaXKAEThCSI BUAAHOIO 3 MOMEHTY Ii peecTpanii B AepkaBHOMY
PEECTpi arpapHUX PO3MHUCOK.

BeaeHHs peecTpy arpapHHX po3nucoK
Aepxaresem Peectpy arpapHux posnucoK € TOAOBHHI OPraH y CHCTEMI LIEHTPAABHUX
OpraHiB BUKOHABYOI BAAAU 3 TUTaHb 3abe3neyeHHs peaaisanii Aep>KaBHOI arpapHoi
HOAITHKH, IPOAOBOABYOL OE3IIEKN ACPXKABH, ACPXKABHOTO YIIPaBAIHHS y cdepi
CiABCBKOTO IOCIIOAAPCTBA, CAAIBHUIITBA, BUHOI'PAAAPCTBa, Xap40Bo1 i ncpepo6Ho'1'
IIPOMHUCAOBOCTI Ta KOMIIAGKCHOTO PO3BUTKY CiAbCHKUX TepuTopiit. Aepkateas Peectpy
arpapHUX PO3MHCOK B MOPAAKY, BUSHAYEHOMY Ka6inetom MinicrpiB Ykpainu Hapirsie
ocib, 1110 BYMHSIOTH HOTapiaAbHI All TOBHOBa)KEHHAMHU PEECTPATOPIB PeeCpr arpapHux
PO3IHUCOK, SIKi HAAABATUMYTh IIOCAYTH IITOAO BHECEHHS 3amuciB A0 Peectpy arpapunx
POSIHCOK IIPO arpapHi pO3MHUCKHU Ta II0 HAAAHHIO iHPOpMAaIllii 3 IIbOTO PeeCTPy iHITHM

ocobam.

I'Tpu npomy He MoXe 6YTI/I SKOAHHUX 0OME>KeHbD B AocTymi Ao iHpopMarii npo $paxr
BHAQYi arPapHUX PO3MHUCOK KOHKPETHUM 6OP)KHI/IKOM 3a arpapHOI0 PO3MNUCKOIO, AKi Ha

MOMCHT 3BCPHCHHS AO PCECTPy ArpapHUX pO3MNHCOK 3aAHINAIOTHCS HCBMKOHAHMMU,
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Ta Ha3BU CIABCBKOTOCIIOAAPCHKOI MPOAYKIIiL, 3 AKOIO OB s13aHi 30008 SI3aHHS TAKOTO
OOp>KHHUKA.

Peectparop Peectpy arpapHux po3mucok BIpaBi BUAABATH IHIIUM 0cobaMm
iHdopMaIlio Ipo BUAAHI KOHKPETHUM 6OP)KHI/IKOM arpapHi po3MMUCKH Ta iCTOpIIo ix
06iry Auiie 32 3T0A0K OOpXKHMKA 200 KPEAUTOPa 32 TAKOIO arPapHOI0 PO3IHUCKOI0
BiaoBiAHO A0 3akony Ykpainu «IIpo saxuct mepcoHaABHUX AQHHX>.

ToroBHUI OpraH y cUCTeMIi IJeHTPAABHUX OPraHiB BUKOHABYOI BAAAU 3 TUTAHb
3abe3neyeHHs peaaisanii Aep>KaBHOI arpapHOI MOAITHKH, IPOAOBOABYIOL besmexu
AEpPYKaBH, ACPXKABHOTO YIPaBAIHHA y cdpepi CiAbCHKOTO FOCIIOAAPCTBA, CAAIBHHUIITBA,
BUHOTPaAapCTBa, Xap4oBo] i nepepo6Ho'1' IPOMHCAOBOCTI Ta KOMIIAEKCHOTO PO3BUTKY
CIABCBKUX TEPUTOPIN BUSHAYAE ACPIKABHE MIAIIPUEMCTBO, 110 HAAEKUTD AO ccl)epn
H0TO yIIpaBAIHHS, AaAMiHICTPaTOpPOM Pe€Cpr arpapHMX PO3MHMCOK, YIIOBHOBAXXYE HOTO
3AIMICHIOBATH 3aXOAM i3 CTBOPEHHS Ta CYIPOBOAIKEHHS IIPOIPaMHOTO 3a0e3meYeHHS
PeecTpy arpapHuX pO3IMHCOK Ta BiATIOBiAA€ 32 TEXHIYHE i TEXHOAOTIYHE 3abe3mneyeHH,
36CPC>KCHH51 Ta 3aXUCT AAHUX, 1O MicTAThCS Y PeecTpi arpapHux po3mucoK.

Bumoru po Peectpy arpapHux posnucok Ta HOPSIAOK HOTO BEACHHS BCTAHOBAIOE
TOAOBHHUI OPTaH y CUCTEMI LIEeHTPAABHMX OpPraHiB BUKOHABYOI BAAAM 3 IIMTaHb
3abe3neyeHHA peaaisanii Aep>KaBHOI arpapHOI MOAITHKH, IIPOAOBOABYOL 6esmexu
AEP>KaBH, ACP)KABHOTO YIPaBAIHHS Y cdepi CiAbCBKOrO rOCIIOAAPCTBA, CAAIBHHUIITBA,
BHHOI'PAAAPCTBA, XaPYOBOI i IepepoOHOI TPOMHUCAOBOCTI Ta KOMIIACKCHOTO PO3BUTKY

CiABCBKHX TEPUTOPIHL.

HCPCA&‘{G. npaB KPpCAMTOPA 3a arpapHOI0 PO3MKUCKOIO

ITepepanns mpas 3a arpapHOIO PO3ITUCKOIO 3AIHCHIOETHCS IASXOM 3AIFICHEHHS Ha Hil
abo Ha 3a3HAYEHOMY B arpapHii posnucui ii HeBiA’eMHOMy AOAATKY IIEPEAABAABHOTO
Hanucy «BiacTynaeHo» 3 BKasiBKOIO HOBOTO KPEAMTOPA 32 arpapHOIO0 PO3ITHCKOIO.
Taxuii HaUC CKPINAKETHCS MiATMCOM Ta (Y pasi HASBHOCTI) — MEYaTKOM0

NOMCPCAHBOI'O KPCAUTOPA 34 arpapHOIO pO3IHCKOIO.

ITepepanns mpas 3a arpapHOIO PO3IUCKOIO MiAASTAE€ HOTAPiaAPHOMY HOCBiAYECHHIO
B IIOPSIAKY, epeabadenomy 3akoHoM Yipainu «IIpo HoTapiaT>» AAst mpaBo4mHIB, 3

BpaXyBaHHsIM OCO6APIBOCTCI>1, BCTAaHOBACHHUX ITHUM 3aKOHOM..

ITepepanns mpas 3a arpapHOIO PO3ITHCKOIO, HE IIOCBIAYEHE HOTAPIaABHO HE MTOPOAKYE
nepexia A0 iHIol ocobu IIPaB KPEAMTOPA 33 arPApPHOIO PO3MHCKOIO.

Buxonauns 306OB’H33HB 3a arpapHUMH PO3INMUCKaMH

ArpapHi pO3IHCKHU AIFOTh AO ITOBHOTO IX BUKOHAHHA. 32 3TOAOI0 KPEAUTOPA, AATA
BHUKOHAHHSA 30008 s13aHb 32 arpapHOIO PO3IHCKOI0 MOXe OyTH IepeHeceHa Ha

HACTYIHUI MapKETUHIOBUH PiK.

BukonaHHA arpapHUX pO3IHCOK IIOAO KOKHOTO BUAY CiABCBKOIOCIIOAQPCHKOT
MPOAYKIII 3AIMCHIOETHCS B 4EPTOBOCTI IX BUAAYI.

TOBapHi arpapHi pO3MUCKH BUKOHYIOTHCS IIASXOM 3AIMCHEHHSA IIOCTaBKU BKa3aHOL
B arpapHii PO3MHUCI CiAbCPKOTOCIIOAAPCHKOIL IPOAYKIIII BiA 60p>1<HH1<a 3a arpapHOI0
PO3IHCKOIO A0 KPEAUTOPA 33 aTPAPHOIO PO3IHCKOIO Ha TOTOAXKEHUX HUMHU YMOBaX

IMOCTAaBKH.
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I'locTaBKa ciABCHKOTOCIIOAAPCHKOI MPOAYKIII iHIIOT IKOCTI Hi>XK BUBHAYEHO B arpapHin
posnuci 260 B MOrOAYKEHHX dopmyaax nepepaxyHKy, € HeBUKOHAHHSAM arpapHOi
po3nucKu

®dinancosi arpapHi pO3NUCKU BUKOHYIOTHCS IIASXOM IEPEPAXyBAHHS 6OP>KHI/IKOM
32 arpapHOIO PO3MHUCKOIO IPOINOBUX KOIUTIB Ha BKA3AaHUM KPEAUTOPOM 32 arpapHOIO
PpO3IHUCKOIO OaHKIBCHKUI PaxyHOK.

Kpeaurop 3a arpapHoio po3nucko0 30008’ 13aHHI IPOTATOM TPHOX POOOYUX AHIB 3
MOMEHTY OTPUMaHHsI BUKOHAHHSI 30008 13aHHs1 32 arPapHOIO PO3IIHCKOI0 3po0UTH
Ha arpapHii po3nucli Hanuc « BukoHaHO>, O CKPINAIOETHCS MAICOM i ITEYaTKOIO
(Y pasi HasBHOCTI) KPEAUTOPA, i TOBEPHYTH TaKy arpapHy PO3IHCKY GOPKHHKY.
[ToBepHEeHHS 3AIIICHIOETHCS LIASIXOM OCOOUCTOT IepeAadi arpapHOl PO3IUCKH Bia
KPEAUTOpA AO 6OP)KHI/IK9., a'y pasi HEMOXKAUBOCTI - HIASIXOM HallPaBAEHHS LIHHUM
AHCTOM 3 OITCOM BKAAQACHHSI Ha aApecy OOp>KHHUKA, BKa3aHy B arpapHiil posmucii.

ITicast moBepHEHHS 6op>1<H1/n<y 3a arpapHOIO PO3IHCKOI0 OPUTiHAAY arpapHOI pO3NUCKU
3 BIAMITKOIO PO ii BAKOHaHHS, 60p>1<Hm< 32 arpapHOIO PO3MHUCKOIO BIIPABi 3BEPHYTUCS
AO 0cobU, sIKa BUMHSIE HOTapiaAbHI Ail, AAS BHECEHHS 3aIIMCY PO BUKOHAHHS arpapHOIl

PO3IHUCKHU AO BIATIOBIAHMX PEECTPIB.

ArpapHa pO3IHUCKa 3 BiAMITKOIO IIPO 1i BAKOHAHHS AO IIOBTOPHOTO o6iry HE
aorryckaerbes. [Hpopmanis mpo BUAaHI arpapHi pO3MHCKH Ta iX BUKOHAHHS
36epiraeTbc5 B PeecTpi arpapHHX pO3NHCOK HE MEHIIE HIXK ACCATH POKIB.

BuxonanHst 3000B’s13aHb 32 arPapHUMH PO3IIHCKAMU 32 3TOAOK0 KPEAUTOPA 32
arpapHOIO PO3MHCKOIO i 6op>KH1/11<a 32 arpapHOI0 PO3IHCKOI0 AOIYCKAETHCSA YJACTUHAMMU.
AAsL 1IbOTO B TOBAPHHX arPapHUX POSIHCKAX IIOTOAXKYETCS PO3MIp MiHIMaABHOT
MapTil CIABCPKOTOCIIOAAPCHKOL IPOAYKIIil, IKa MOXKE 6yTI/I IMOCTaBAE€HA Ha 11 YaCTKOBE
BUKOHaHHsL. B piHaAHCOBHX arpapHUX pO3NMUCKaX BU3HAYAETHCS MIHIMAABHUI 00CAT
IPOIIOBUX KOILITIB, AKMH MOX€ 6yTI/I CIIAQYEHUH HA YaCTKOBE BUKOHAHHS q)iHaHCOBoI
arpapHoi po3NHUCKH. SIKII[0 B TEKCTi arpapHOI PO3NUCKU HE MiCTUTHCS 3aCTEPEXKECHHS
PO MiHIMaABHHH PO3Mip YaCTKOBOIO BUKOHAHHS arPapHOL PO3NHUCKHU, TO KPEAUTOP

32 arpapHOIO PO3IMHUCKOIO BIIPaBi BIAMOBUTHUCS BiA IPUMHATTA YaCTKOBOIO BUKOHAHH

3000B’s13aHb GOPIKHHKA 32 ATPAPHOIO POSIUCKOIO.

Y BUITaAKY OTPHUMaHHSA YaCTKOBOIO BUKOHAHHS 32 arPapHOIO PO3MHUCKOIO HA Hil
POOUTHCSI HAITHC, B IKOMY QIKCYETHCSI BUKOHAHA YACTUHA 3000B sI3aHHS Ta PO3MIp
30008’ I3aHHSI, SIKE 366piraeTLC51. Taxwuit Hanuc CKPIMAIOETHCS MIAIMCAMH Ta I1€YaTKAMH
(y BUITAAKY HasABHOCT] ) OOpIKHHKA 32 ArapHOIO PO3IIMCKOI0 Ta KPEAUTOPA 32 arPApHOI0
posnuckoro. [ Ipu npomy 3a6e3reueHHs arpapHOI pO3IUCKH 3aCTaBOKO 30epiraeThes B
nepBicHOMy 00cs3i.

32 3r0A0I0 CTOPIH, BUKOHAHHSI 30008 513aHb 32 TOBAPHOIO arPAPHOI0 PO3IUCKOI MOXKE
6yTH 3AIMICHEHE IASIXOM IEPEAAdl CKAAACPKUX AOKYMEHTIB, 110 TOCBIAYYIOTh IIPaBO
BAACHOCTI IX BAQCHHKA Ha CIABCHKOTOCIIOAQPCHKY POAYKILiIO, 110 30epiracThest Ha

TOBAPHOMY CKAQAL

BiamoBipaabHiCTB

3a HEBUKOHAHHS arPapPHHUX PO3IHUCOK, 6OP>KHI/IK 3a arpapHOIO PO3MHUCKOIO HECE
BIATIOBIAQABHICTD HE32AEKHO Bia HASBHOCTI HOTO BUHH, All 0OCTaBHH Henepe6opHo'1'

CHAH YM BUITAAKOBOTO 36iry obcTaBuH.
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HassricTs arpaproi posnucku 6e3 BiAMITKH PO il BAKOHAHHS € AOCTaTHIM
MIATBEPAKEHHAM 6€3CHipHOCTi BHUMOT KPEAUTOPA 32 arPapPHOI0 PO3IHUCKOIO.

Y pasi HeBUKOHaHHS 60p>KHI/IKOM 32 arpapHOI0 PO3MHUCKOIO 30608 A3aHb 32 arpapHoIo
PO3MUCKOIO y BKa3aHUH B Hill CTPOK KPEAUTOP 32 arPapHOI0 PO3MMCKOIO BIIPaBi
3BEPHYTHCS 33 BUNHEHHAM BUKOHABYOTO HAIIUCY AO 0co0H, YITOBHOBaXKEHOI BANHSTH
HOTapiaAbHI All, AKMH MMAASITA€ HETAMHOMY BUKOHAHHIO 1 Ha IMIACTABi SIKOTO A€p>KaBHUM
BHKOHABCIIb IIPOTATOM 48 ropArH 3abesneuye nepeAavy KpEAUTOPY 3a arpapHOI0
PO3MUCKOIO MPEAMETA 3aCTaBH arPapHOl PO3IMHUCKHU.

Y pasi BIACyTHOCTI B HaTypi IIpeAMeTa 3aCTaBH, IO Ma€ OYTH IEPEAAHUI KPEAUTOPY 32
arpapHOIO PO3IHCKOI0, KPEAUTOP 32 ArpapHOIO PO3MHCKOIO MA€E IMPABO HA 3AAOBOACHHS

CBOIX BUMOT 33 PaXyHOK iHIIOrO MaliHa 6op>KHHKa.

Y pasi Biady>keHHs OOP)KHUKOM 32 arpapHOI0 POSIIHUCKOIO MAFHa, 1[0 BUCTYIIAE
IIPEAMETOM 3aCTaBHU 3a ATPAPHOIO PO3IHUCKOIO, 6yAb-5u<i171 TpPETii 0c0bi A0 TOTO, SIK

HUM OyAyTh BUKOHAHI 30008 13aHHSI 32 arPaPHOI0 POSIUCKOI0, KPEAUTOP 32 arPapHOIO
POSIHUCKOIO BIPaBi 3aA0BOABHUTH CBOI BUMOTH AO OOPIKHHKA 32 arPApHOIO POSIIUCKOIO
33 paXyHOK TaKOI'O YU PiBHOIIiIHHOTO MaiiHa TaKOl TPETHOI ocobu, micas 4oro B Hel

BHHHKAE ITPABO pCI‘pCCHOI BHUMOTH AO 6OP>KHI/IK3. 3a arpapHoOI0 pO3IHCKOIO.

KpeauTop 3a arpapHOI0 po3nuckoro, sika Oyaa BHAaHA paHilile, Mae EPEBAXKHE IPABO
Ha 3aAOBOACHHS CBOIX BUMOT 33 PaXyHOK IIPEAMETY 3aCTaBH B arPapHili pO3MUCI
BIAHOCHO IIpaB KPEAUTOPIB 32 arpapHUMH PO3MUCKAMH, SKi 6yAI/I Mi3HillIe BUAAHI TUM
CaMHUM 60p)KHI/IKOM IIOAO Ti€l CaMOI CiAbCHKOTOCITOAAPCHKOI MPOAYKIIIL.

Kpeaurop 3a arpapHoio po3nuckor, sika Oyaa BUAAHa paHilie, BIPaBi 3aAOBOABHUTH
CBOI BUMOTH 32 arpapHOI0 PO3MMCKOIO 32 PaXyHOK MaliHa KPEAUTOpPA 32 Mi3Hille
BHUAAHOIO 6OP>KHI/IKOM arpapHOI0 PO3MHUCKOIO MIOAO Ti€l CaMOI IPOAYKIIii, AKIIO TAKUM
KPEAUTOP OTPHUMAB Bip OOP)KHHMKA BUKOHAHHS 32 arPAPHOI0 POSIUCKOIO 3 IOPYIICHHSM
4epProBOCTi, BCTAHOBACHOTO CTaTTei012 115010 3aKOHY, B MEXAX TAKOTO I103a4EPrOBO
OTPUMAHOTO BUKOHAHHS, ITiCASI YOTO B TAKOT'O M103a4€PTOBO OTPUMABLIOIO BUKOHAHH S
KPEAMTOPA BUHHKAE [IPABO PEIPECHOI BUMOTU A0 OOP)KHUKA 32 arPapHOI0 POSIIUCKOIO.

Y pasi AKIII0 KpeAUTOp 32 arapHOIO PO3MHUCKOI0 OTPUMAB arpapHy POSIHCKY BiA
MONEPEAHBOTO KPEAUTOPA 32 arPAPHOIO PO3MUCKOIO HIASIXOM BYMHEHHS HAIIUCY

PO MEPEAAYY, BiH Ma€ MPaBO 3AA0BOABHUTH CBOI BUMOTH 33 PaXyHOK Mai{Ha TaKOTo
HOIEPEAHBOTO KPEAUTOPA 200 OYAB-SIKOTO 3 IIONEPEAHIX KPEAUTOPIB, 110 3HAXOASATHCS
BHUIIIE HOTO iMEHi B CIIUCKY IIEPEAABAABHUX HAIHUCIB, AKILO B TEKCTi I€EPEAABAABHOTIO
HAIIUCY arpapHoOl PO3MHUCKU He MICTUTBCS 3aCTEPEXKEHH «6e3 mopyku». B Bumaaxy
SIKILIO TIONEPEAHIN KPEAUTOP 3a arpapHOIO0 POSIUCKOI0 BUKOHAE 30008 I3aHH 3a
arpapHOIO PO3MHUCKOIO 32 paXYHOK BAACHOTO MaiHa, AO HbOTO IIEPEXOAATH ITpaBa

KpCAHTOpPA 3a arpapHOIO PO3IHCKOIO.

Y pasi HEBUKOHAHHS KPEAUTOPOM 3a arpPapHOI0 PO3MHUCKOIO IIEPeADaYCHOrO cTaTTeo 12
1b0ro 3aKoHy 000B sI3Ky OBEPHYTH arpapHy PO3IHCKY MiCAS OTPUMAHHS BUKOHAHHS
3000B’sI3aHHSI 32 HEIO y IIOBHOMY 0035131, TaKHIT KPEAUTOP 3a arPapHOI0 PO3MHUCKOIO
3000BsI3aHUI BIAIKOAYBaTH OOP>KHUKY 32 arPApHOIO PO3IIMCKOIO BCI IIOHECEHI HUM
30UTKHU, 2 TAKOX CITAATUTH mTpac]) y poamipi 10 miniMaAbHEX 3ap06iTHI/IX AQT.

Y pasi HEBUKOHAHHS KPEAUTOPOM 32 arpPapHOI0 POSMHUCKOIO 6€3 ITOBAKHUX IPUIUH
nepeabadeHoro crarrero 12 1p0ro 3akoHy 000B 13Ky IOBEPHYTH arpapHy PO3IUCKY
IICASI OTPUMAHHS BUKOHAHHS 30008 SI3aHHSI 32 HEIO IPOTSIOM OiABLI HIK OAHOTO

Mics s, TaKUH KPEAUTOP 34 arPapHOI0 PO3MUCKOI0 3060BsA3aHUI BIAIIKOAYBaTU
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OOPIKHUKY 32 arpapHOI0 POSIUCKOIO BCi IOHECCHI HUM 30UTKH, 4 TAKOX CIIAATHTH
urtpad y poamipi 100 MiHiMaAbHUX 3apOOITHHUX IAAT.

Y pasi HEBUKOHAHHS KPEAUTOPOM 32 arpapHOI0 PO3MKUCKOIO 6€3 IIOBAXHUX IPUIUH
nepeabaueHoro crarreio 12 1p0ro 3akoHy 000B 13Ky IOBEPHYTH arpapHy PO3IUCKY
IiCASI OTPUMaHHs BUKOHAHHS 30008’ A3aHHS 32 HEIO IPOTATOM OiABII HiXX LIIECTH
MiCALIB, TAKMH KPEAUTOP 32 arpapHOI0 PO3IHUCKOI0 3000BsI3aHUI BIAIIKOAYBaTU
OOP>KHHUKY 32 arpapHOIO POSIUCKOIO BCI IOHECEHI HUM 30UTKH, 2 TAKOX CIIAATUTH
wrpad y posmipi 300 MiHIMaABHUX 3aPOOITHHUX [1AAT, aA¢ B OyAb-SIKOMY pasi He MeHILE
HDK MiHIMaAbHY CyMy BUMOT, BCTAHOBACHY 3aKOHOM YKpainu «IIpo BisHOBACHHS
[IAQTOCIIPOMOKHOCTI OOp)KHHKA 200 BUSHAHHSI HOTO GAaHKPYTOM>» AASI IOPYILCHHS
IPOBAAXKCHH Y CIIPaBi Ipo 6aHKPYTCTBO.

I Topy4nTeapcTBO PiHAHCOBUX YCTAHOB

30608’ s13aHHs 32 arpapHUMH POSIIUCKAMU MOXXYTb Oy TH 3abe3I1edeH] TOPyKOo
q)iHaHCOBOI YCTaHOBH, PO IO TaKa (l)iHaHCOBa YCTaHOBA 3a3HAYA€ B TEKCTI arpapHOi
PO3INHUCKH IIASIXOM BYMHEHHS HanHcy «Ilopydarock >, AKMIl CKPINAIOETCS MIATIHCOM ii
YIOBHOBa)KEHOTO NPEACTABHUKA Ta nedarkolo. [ lopyunreapcTBO $piHaHCOBHX ycTaHOB
32 arPapHUMH PO3MMCKAMH 3AICHIOETHCS B TOMY XK MOPAAKY LIO M OIepalii o
ABAAIOBAHHIO BEKCEAIB.

I IpukiHieBi MOAOKEHHS

Leit 3axon Ha61/1pa€ YMHHOCTI Y€PE3 ABA MICIIi MiCAS HOTO 0r1y6AiKyBaHHﬂ

Ao IpUBEACHHS aKTiB 3aKOHOAABCTBA Y BIATIOBIAHICTS i3 IIuM 3aKOHOM 3aKOHH Ta
iHIIi HOPMaTHBHO-IIPABOBi AKTH 3aCTOCOBYIOTHCA AO BIAHOCHH 3 0QOPMACHHS, BUAQYI,

O6iI‘y, BHKOHAHHSI arpapHHUX PO3MHCOK Y ‘IaCTI/IHi, 1o HE CYIICPCUYUTD HbOMY 39.KOHy.
Buecru sminu AO TAaKHX 3aKOHOAABYHX aKTIB:

Aonosauru Kpuminaasuuii kopeke Ykpainu crarreio 191-1 nactynsoro smicry:
«YXUAEHHS BiA BUKOHAHHS 30008 sI3aHb 32 arpapHOI0 PO3MUCKOI0 ocoboi0,
sIKa 11 BUAAAQ, IO 3aIIOAISAO MAMHOBY LIIKOAY iHIIUM ocobam — KapaloThCs
110302BACHHSIM BOAI Ha CTPOK AO TPbOX POKiB 200 0OMEXEHHSIM BOAI Ha TOH caMuil
CTPOK abo mTpadoM y po3Mipi Bia CTa AO ABOXCOT HEOIIOAATKOBYBAaHHX MiHIMyMiB
AOXOAIB TPOMAASIH .

Ti cami AISTHHS, 1O 3aITOALSIAM iICTOTHY MAHHOBY LIKOAY 1HIIHM ocobam KaparThCs
M030aBACHHAM BOAI Ha CTPOK BiA TPHOX AO ITSITH POKIB 200 0OMeXXEHHSIM BOAI Ha
TOM CaMMH CTPOK.

Adi, nepeA6aqui 9acTUHOIO 1 ITi€l cTaTTi, 110 3aBAAAM MAMHOBY IIKOAY Y BEAUKHX
po3Mipax - KaparTbCsA mo36aBAEHHAM BOAI Ha CTPOK BiA YOTHPbOX AO IIECTU POKiB

200 0OMEKCHHSIM BOAI Ha TOH CaMHI CTPOK.

Adl, nepeA6a'{eHi 9acTUHOIO 1 I1i€l cTaTTi, 110 3aBAAAM MAMHOBY LIKOAY Y 0co00AUBO
BEAMKHX PO3MIPax - - KAPAITHCs MO30aBACHHSM BOAI Ha CTPOK BiA ITSITH AO
BOCBMHM POKiB.>»

75



BuecTtn 3MiHH AO TyHKTIB 2-4 npuMiTku A0 cT.185 KpuminaapHOro Kopekc
Ykpainu, BKAIOYHBIIH CAOBA «a TAKOXK CT.191-1>» mepea cAOBOM «I1bOTO
Koaexcy»

Buecru sminu Ao wactunu 2 crarti 112 KpuminaapHO-IIporiecyasbHOro
KOAEKCY YKpaiHH, BKAIOYMBIIHU CAOBA «cTarTero 191-1> micas caiB «crarti 190» Ta

IIEPEA CAOBAMH «CTATTAMHU 192>,

Aonosuurn 4.1 cr.37 3akony Ykpainu «IIpo Horapiar>» nynxramu 6,7
HACTYIIHOTO 3MICTY:
« 6) HOTapiaAbHO MOCBIAYYIOTD arpapHi PO3IHUCKH, IEPEAAHHS IPaB 32 HUMH,
7) BYMHSIOTh BAKOHABYI HAITMCH TIPO IPUMYCOBE BUKOHAHHS 30008 13aHb 32

arpapHUMHA PO3NKMCKAMHU Ta 3BCPHCHHS CTATHCHHS Ha IPCAMCT 3aCTaBM 32 HUMH »>

Buecru sminu Ao 3akony Ykpainu «IIpo BukoHaBue poBaAXKEHHS > :

AonosuuTH cTarTio 11 YacTHHOIO 4 HACTYITHOrO 3MiCTY:

«4.Y BUMmapkax, HCPCA6a‘{CHI/IX 3aKOHOM, 3AIMCHEHHS IPaB ACPXKaBHOTO BUKOHABIIS,
HCPCA6a‘ICHI/IX m.4,5,7, 15 4.3 ct.11 mosxe 6yTH MEPEAOPYUYEHE AEP>)KAaBHUM BUKOHABLIEM
IHIIMM y9aCHHKaM BUKOHABYOIO MIPOBAAXKEHHS, PO 110 BUHOCUTHCSA BMOTHBOBAaHA
nocranosa. I Ipu 11pomy Bci BUKOHaBUI All, BYMHEHI TAKUMH ITOBIPEHUMHU IIiA Yac
peaaisanii AOPyYEHMX IM IIPaB ACP>KAaBHOTO BUKOHABLIS, MIAAATAIOTh 3aTBEPAKEHHIO Ta

Ha6YBaIOTI) IOpI/I,A,I/I‘IHOI CUAM AHIIIE TTICAS 3aTBCPAXKCHHS ACP>XaBHHUM BHKOHABILICM. »>

AOIOBHUTH 4aCTHUHY APYTY CTATTi 25 a063a10M TPETIM Ta YE€TBEPTHM
HACTYINHOTO3MICTY:

«BuxoHaB4i AOKyMEHTH PO NPUMYCOBE BUKOHAHHS 3060B’13aHb 32 arpapHUMHU
PO3MHUCKAMH POSTASIAAIOTLCS B ACHD IX HAAXOAXKEHHS, PO IO ACP)KaBHUI BUKOHABEIb
BUHOCHTb ITIOCTAHOBY NPO BIAKPUTTS BUKOHABYOI'O IPOBAAXKEHHS.

B nmocranoBi npo BiAKPHTTS BUKOHABYOTO MIPOBAAXKEHHS MO IIPUMYCOBOMY
BUKOHAHHI 3000B’513aHb 32 ArPAPHUMU PO3NUCKAMU ACPXKABHUI BUKOHABELIb BKA3YeE
npo HeOOXiAHICTD 6OP>I(HI/IKy CaMOCTiMHO BUKOHATH PillIEHHS Y CTPOK AO OAHOTO AHS
3 MOMEHTY BUHECCHHSI [TOCTAHOBH T 3a3HAYAE, LIO y Pasi HCHAAAHHS OOP>)KHUKOM
AOKYMEHTAABHOTO I ATBEPAXKCHHSI BUKOHAHHSI PillieHHs OyA€ PO3IIOYaTe IPUMYCOBE
BUKOHAHHSI LIbOTO PIIICHHS 13 CTSATHEHHSIM 3 OOPXKHHKA BUKOHABYOrO 300y i BUTpaT,
[IOB SI3aHUX 3 OpraHisali€io Ta IPOBEACHHAM BUKOHABYUX Ail, nepeA6aqu1/1x UM
3axoHOM. 3a 3a5BOIO CTATYBaYa ACP)KABHUI BUKOHABEI[b OAHOYACHO 3 BUHECCHHSIM
IIOCTAHOBHU IPO BIAKPUTTS BUKOHABYOTO IPOBAAXKEHHS MOXKE HAKAACTH apEIT

Ha Mai{HO Ta KOLITH OOP>KHUKA, IIPO 110 BUHOCHTHCS BIATIOBIAHA IIOCTAHOBA, A

TaKOX AOPYYHUTH CTATYBady 9M HOTO NMPEACTAaBHUKY 3AIMCHIOBATH BUKOHABYI Al Ta
KOPUCTYBAaTHUCS IPABAMH ACP>KAaBHOI'O BUKOHABIIS BIAIOBIAHO AO YacTHHU 4 crarTi 11
11bOr0 3aKOHY I0OAO PO3LIYKY MaiiHa OOP>KHHKA, FIOTO OIHCY, APEIUTY Ta epeAadi Ha
BiAITOBiAaAbHE 30€piraHHsl, a TAKOXK HAKAACTH aPELIT Ha MAHO Ta KOLITH OOP>KHUKA,

PO IO BUHOCUTHCS BIATIOBIAHA TOCTAHOBA >
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Buxaactu yactuny TpeTio cTarTi 29 y HaCTynHi# pepakii:

«ITpoBap)keHHS BUKOHABYHUX ALl Y HIYHHIH 9aC AOIYCKAETCA Y Pasi, AKIIO
HEBUKOHAHHSI PIIICHHSI CTBOPIOE 3arPO3Y SKUTTIO YK 3A0POB 10 TPOMAASIH, abo
IOB’s13aHE 3 IIPUMYCOBUM BUKOHAHHSM 30008 13aHb 32 arpapHUMHU POSIUCKAMHU, 200
SKIIIO BUKOHABYI All, pO3II0YaTi AO ABAALISATH APYTOI TOAMHH, HeoOXiAHO IIPOAOBXKUTH,
aA€ 3 HaCTYITHUM ITOBIAOMAEHHSM HadaAbHUKA BiAAIAY, IKOMY 6CSHOCCPCAHLO
MIATIOPSAKOBAaHUI AEPXKaBHUI BUKOHABELb, HE Mi3HiIlle HACTYITHOTO p060‘10r0 AHS

IICASl TPOBEAEHHS TaKUX Al >
AonoBHuTH cTaTTIO 61 YACTHHOIO TPETHOIO:

«B TaKOMY CAMOMY IIOPAAKY BUKOHYIOTHC BUKOHAaBY1 HaITKCHU Ipo NpUMYCOBY

IIepecAaTy NIPCAMCTY 3aCTABH 33 arpapHHUMH PO3NHCKaMH.

AAst X BAKOHAHHSI IPOTATOM 48 TOAMH 3 MOMEHTY IOPYILICHHS BUKOHABYOTO
[POBAAKCHHSI ACP>KABHUI BUKOHABELb 0COOKCTO 200 0c00a, SIKiil BiH AOPYYUB Lie
BIAITOBiAHO AO YacTHHU 4 cTaTTi 11 BUAYYA€ MPEAMETH, BKa3aHi Y BUKOHABIOMY
AOKYMEHTI SIK IIPEAMET 3aCTaBH, Y OOP)KHUKA I epeAae IX CTATrYBaveBi, PO IO CKAAAAE
aKT nmepepadi. Y pasi SHUIEHHS pedi, o MaAa 6yTI/I nepeAaHa CTATyBadeBi B HATypi, a6o
Y pasi BiACyTHOCTI TaKol peui y 60p>KHI/IKa 3 iHIIIOI MIACTaBHU, ACP>)KaBHUI BUKOHABELb
CKAQAA€E o6rpyHTOBaHHI7I aKT IPO HEMOXKAUBICTh BUKOHAHHS, AKUH € MACTABOIO AAS
3aKPHUTTsI BUKOHABYOTO NPOBAAYKEHHS LIIOAO IPUMYCOBOI'O CTATHEHHS 32 TOBAPHOIO
arpapHOI0 PO3MHUCKOI, i MACTABOIO AAS BYMHEHHS OAAABIIMX BUKOHABYUX AiH, IIIOAO

po3uIyKy iHIIOro MaiiHa 6OP)KHMKA 32 GpIHAHCOBOIO ArPAPHOI0 POSIIUCKOIO. >

Aopyunrn MinicrepcTBy rocTunii Ykpainu BHecTH 3MiHU A0 [HCTpyKIiii mpo
NOPSIAOK BYNHEHHSI HOTAPiaABHHX Aill HOoTapiycamu Ykpainu, [HcTpykuii mpo
BEACHHSI ACPXKABHOTO PEECTPY NMPABOYHHIB, IHCTPYKIii PO MOPAAOK BEACHHS
AEPKaBHOTO PEECTPY OOTSDKEHb PyXOMOIO MaiHa Ta 3aIIOBHECHHSI 3a51B AASI
IPHBEACHHS Y BIATIOBIAHICTB 3 UM 3aKOHOM

I'lpumirka: [HcTpyKI1Iist AOTIOBHIOETBCA B I1.35 BKAIOYEHHSAM AO BHAIB IIPAaBOYHHIB, 11O
MIAASITA€ HOTAPiaAbHOMY ITOCBIAYEHHIO TAKUX ITPABOYMHIB K BHUAAYA Ta MIEPEYCTYIIKA
arpapHUX PO3IHUCOK, A TAKOK CTBOPIOETHCS HOBUH po3aia — [Topsaok 3aificHeHHS Ailt 3
HOTapiaABHOTO IIOCBIAYEHHS AlH, [TOB SI3aHUX 3 arpapHMMHU PO3MHCKAMH,, I[O BKAIOYAE B
cebe BHECCHHS 3aIHCY A0 Aep)KaBHOTO PEECTPY NIPABOYUHIB (BisomocTi PO OOPIXKHUKA,
KPEAUTOPA, AATY BUAAYL, TUIT IIPOAYKIIil, 3eMEABHY AIASTHKY Ta AOKYMEHTH Ha He'l'),

AO Aep>kaBHOTO peecTpy 00TsDKEHb PyXOMOro MaiiHa, PeecTpy arpapHux pos3nucoxk,
HNPUCBOEHHAM arpapHUM PO3MHUCKaM iHAUBIAYaABHOTO HOMEPY, a TAKOXK BHECEHHAM
BiAOMOCTEII IPO IEPEYCTYIIKU Ta PO IOBHE BUKOHAHHS OOP>KHUKOM 30008 s13aHb

IiCASI HAAQHHS arPapHUX PO3IHUCOK 3 BIATIOBIAHUMH HaIllMCaMM.
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AOpYyYHTH IEeHTPAaAPHOMY OpPTraHy BUKOHABYOI BAAAH 3 IUTAHb arPapHOI

HOAITHKH PO3POOHTH [OAO BUBHAYCHHS IKOCTI CIABCHKOIOCIIOAAP CHKOT IPOAYKILiT

Aopyuurn MinicrepcTBy rocTHLii YKpaiHU BHECTH BiATIOBiAHI 3MiHH B
IToAO>KeHHSI IPO ACPIKAaBHUI PEECTP MPABOYUHIB, Aep>KaBHHUI PeecTp 0OTHKEHD
pyxomoro maiiHa.

Ka6inery MinicTpiB YkpaiHu BHeCTH 3MiHH B ITepeAiK AOKYMEHTIB, 3a SIKHMU
CTATHEHHSI 3200ProBaHOCTI IPOBAAUTHCS Y 6escnipH0My NOPAAKY Ha IMiACTaBi
BUKOHABYUX HANUCIB HOTapiyciB, 3arBepaskenuii ITocranosor Kabinery Minictpis

Yxpainu Bia 29 yepsus 1999 p. N 1172.
[Ipumirka: AonoBuuty nyHkToM 12 CTsrHEHHS 32 arpapHUMU PO3IMHUCKAMU

AAst OTpUMaHHSI BAKOHABYOIO HAITUCY ITIOAAETHCSI OPUTIHAA ArPAPHOI POSIMHUCKH, SIKHIH
HE MiCTUTb BIAMITKH PO HOIO BUKOHAHHA i CTPOK BUKOHAHHS 3000B’s13aHb 32 SIKUM
CIIAMB Ha AQTy 3BEPHEHHS

Kabinery MinictpiB Ykpainu BHecTH 3MiHU A0 Aepr>KaBHOI LiABOBOI POrpaMu
PO3BUTKY YKPaiHCHKOIO ceAa Ha epiop A0 2015 poky masixom po3pobaeHHst
IPOrpaMu PO3BUTKY KPEAUTYBaHHS CIABCBKOTOCIIOAAPCHKHX BUPOOHUKIB yepes
MeXaHi3M arpapHHUX pO3NHCOK, BUKOHAHHS OCHOBHHX IIOAOYKEHD IIbOTO 3aKOHY Ta IX
¢inancoBoro sabesnedeHHs.
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Draft

General provisions

Sphere of application

This law regulates the legal relations pertaining to the perfection, issuance, circulation,
and redemption of agrarian receipts, defines the procedures for their registration and is
aimed at creating legal, economic and organizational conditions for the functioning of
these instruments.

Definitions
In this Law, the terms used below shall have the following meanings:

agrarian receipt — means a commodity-related instrument which reflects an
unconditional secured obligation of the obligor to deliver agricultural products or to
pay money according to the terms thereof;

obligor under an agrarian receipt — means the person who draws the agrarian receipt
in order to confirm the person’s obligation to deliver agricultural products or to pay
money according to the terms thereof;

obligee under an agrarian receipt — means a natural or legal person that provides
money, services, supplies goods or performs works as the counter-obligation under the
agreement according to which the obligor under the agrarian receipt draws the agrarian
receipt to the obligee giving the obligee the right to require due performance of the
obligations under the agrarian receipt from the obligor; it can also be a natural or legal
person that has legally received the obligee’s rights from the obligee under the agrarian
receipt;

Register of Agrarian Receipts — means a common information system which contains
the mandatory details of issued and paid agrarian receipts;

expert — means a natural or legal person whose activity consists of the performance of
paid commodity-related studies in the agricultural sector and whose qualification is
confirmed following the procedure established by law for court experts;

monitoring of security for agrarian receipts — means the activity of the public authority
with the special powers to enforce the state policy in the sphere of supervision (control)
in the agricultural production complex, as well as the activity of obligees under agrarian
receipts and other interested persons involved by obligees under agrarian receipts to
supervise future crops and/or livestock used as security under agrarian receipts, to
collect information about them and obligors under agrarian receipts, to systematize
such information in databases, and to use the databases in accordance with the law.

agricultural products — means the products specified in Groups 01 to 14 of Sections I
and II of the Ukrainian Classification of Foreign Economic Activity Commodities, in
the Appendix to the Law of Ukraine “On the Customs Tariff of Ukraine”;

livestock — means the animals specified in Section I of the Ukrainian Classification of
Foreign Economic Activity Commodities, in the Appendix to the Law of Ukraine “On
the Customs Tariff of Ukraine”.
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Agrarian receipts

Agrarian receipts
Agrarian receipts are used in transactions with agricultural products.

Agrarian receipts may be issued by individuals who have the title to a plot of
agricultural land or the legal right to use such a land plot for agricultural production. If
the title to a land plot belongs to two or more co-owners or if the right to use it belongs
to two and more users, agrarian receipts must be issued by them jointly. Persons who
jointly issue an agrarian receipt are jointly liable for non-performance of the obligations
hereunder.The transfer of the title or the right to use a land plot shall not terminate the
pledge of the future crops under the agrarian receipt or the rights of the obligor and the
obligee hereunder to use the land plot until the crops are harvested but not later than
until the end of the current marketing year

Agrarian receipts shall be drawn in two copies, one of which shall be kept in the records
of the person that performs their notarization and registration, and the other one shall
be kept by the obligee under the agrarian receipt. The obligor under an agrarian receipt
may receive an authenticated copy of the issued agrarian receipt.

Depending on the type of obligations, there are commodity and financial agrarian
receipts.

Commodity agrarian receipts

A commodity agrarian receipt is an agrarian receipt which establishes the
unconditional obligation of the obligor to deliver the agreed agricultural products
in accordance with the requirements to quality, quantity, place and time of delivery
specified in the agrarian receipt.

Form of commodity agrarian receipts and settlement of disputes about
the quality of agricultural products

Commodity agrarian receipts shall be drawn in writing on a special form and notarized;
they may not be converted into a non-documentary form (immobilized) unless
otherwise provided by this Law.

A commodity agrarian receipt shall have the following mandatory details:

Name - “Commodity agrarian receipt”.

Term of delivery of the agricultural products.

Details of the obligee and conditions of further assignment of the agrarian
receipt.

Subject — the unconditional obligation to deliver the agricultural products, the
definition of its quantity and quality. The formulas for the recalculation of the
quantity of the agricultural products if they are delivered with a different quality.

Conditions and place of delivery of the agricultural products.

Description of the security, including the information about the quantity of
pledged movable assets, the cadastre numbers, location, legal documents for
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the land plots on which the pledged agricultural products are grown, or the
identification numbers of the livestock used as the security for the agrarian receipt.

Date and place of issue.

Name of the obligor, the obligor’s place of registration, the taxpayer card
registration number (or the passport number and series if the person has refused
to receive the taxpayer number), and the signature if the obligor is a natural
person. Name, address, EDRPOU (Unified State Register of Enterprises and
Organizations of Ukraine) code, signature of the authorized representative and

the stamp if the obligor is a legal person. If there are two or more obligors, the data
shall be provided for all of them.

The obligor and the obligee may agree to include additional conditions in the text
of commodity agrarian receipts provided that such conditions do not contradict the
provisions of this Law.

Documents that do not meet the requirements specified in this Article shall not be
considered as agrarian receipts.

The quality of the agricultural products constituting the subject of agrarian receipts
shall be determined by the obligor and the obligee by mutual consent based on the
GOST (State Standards), technical conditions, technical regulations, and classifications
effective in Ukraine as of the date of issue of the agrarian receipts.

An expert having the authority to resolve product quality disputes relating to
obligations under commodity agrarian receipts shall be selected by the obligor and
the obligee by mutual consent from the list of experts that have the legal authority to
perform expert reviews of the quality of such products.

If such an expert has no legal authority to perform necessary expert reviews on the date
when the product quality dispute arises, the obligor and the obligee may, by mutual
consent, select another expert that has appropriate authority.

If the obligor and the obligee cannot reach any agreement, the quality review shall
be performed by the expert review organization nominated by the central executive
authority in the sphere of agrarian policy for conducting expert reviews in the
corresponding region.

Financial agrarian receipts

A financial agrarian receipt is an agrarian receipt that established an unconditional
obligation of the obligor to pay an amount of money determined in accordance with a
formula agreed between the obligor and the obligee taking into account the prices for
the defined quantity and quality of the agricultural products.

The obligations of the obligor under financial agrarian receipts can be performed only
in non-cash form.

Form of financial agrarian receipts

Financial agrarian receipts shall be drawn in writing on a special form and notarized;
they may not be converted into a non-documentary form (immobilized) unless
otherwise provided by this Law. An agrarian receipt shall have the following mandatory
details:
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Name - “Financial agrarian receipt”
Term of payment.
Details of obligee and conditions of further assignment of agrarian receipt.

Subject — the unconditional obligation to pay, the definition of the formula for
the calculation of the amount of the obligor’s monetary obligation, the quantity
and the features of the agricultural products which constitute an integral part of
such formula.

Conditions and place of payment.

Description of the security, including the information about the cadastre
numbers, location, legal documents for the land plots on which the pledged
agricultural products are grown, or the identification numbers of the livestock used
as the security for the agrarian receipt.

Date and place of issue.

Name of the obligor, the obligor’s place of registration, the taxpayer card
registration number (or the passport number and series if the person has refused
to receive the taxpayer number), and the signature if the obligor is a natural
person. Name, address, EDRPOU (Unified State Register of Enterprises and
Organizations of Ukraine) code, signature of the authorized representative and
the stamp if the obligor is a legal person. If there are two or more obligors, the data

shall be provided for all of them.

The obligor and the obligee may agree to include additional conditions in the text
of financial agrarian receipts provided that such conditions do not contradict the
provisions of this Law.

Documents that do not meet the requirements specified in this Article shall not be
considered as agrarian receipts.

Pledge of future crops

Through an agrarian receipt the obligor secures its obligations with future crops or
livestock. Only the future crops or livestock specified in an agrarian receipt can be used
as collateral for such agrarian receipt.

The amount of the collateral may not be smaller than the amount of obligations under
the agrarian receipt. The future crops or livestock used as collateral for an agrarian
receipt may not be subject to other pledges as of the date of issue of the agrarian receipt.

After the crops are harvested or animal products are received, the corresponding
amount of the received agricultural products becomes the pledged asset.

The pledge of future crops or livestock under an agrarian receipt gives the obligee the
preferential right in relation to other creditors of the obligor to enforce the pledged
future crops or livestock. The obligor may select any legal option for the enforcement
of the pledged crops or livestock, including the transfer of ownership of the pledged
asset to the obligee, acquiring the right to grow the pledged future crops or breed the
livestock, to harvest the crops himself or to authorize another person to harvest the
crops, and to redeem the pledge under the agrarian receipt by acquiring the ownership
of such received agricultural products, or to redeem the monetary obligation of the
obligor under a financial agrarian receipt by selling the pledged agricultural products
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to another person (including through public tenders) and redeeming the obligor’s
monitory obligation with the proceeds from such sale.

The breeding, growing and harvesting costs incurred by the obligee under an agrarian
receipt shall be reimbursed by the obligor separately following the pecuniary damage
reimbursement procedure established by law.

After the crops are harvested or the animal products are received and used to redeem
the obligor’s obligations under an agrarian receipt in full, the remaining agricultural
products or proceeds from the sale thereof shall be returned to the obligor.

Obligations under an agrarian receipt may be additionally secured by any other types of
security provided for by Ukrainian legislation.

The pledged asset may be insured by the obligor or the obligee. The obligor and the
obligee may agree on sharing the cost of insurance of the asset pledged under an
agrarian receipt.

Monitoring of pledged future crops and livestock

The obligee under an agrarian receipt may monitor, himself or through third persons,
the future crops and livestock which constitute the pledged asset under the agrarian
receipt. The monitoring may be conducted 24 hours a day throughout the term of the
pledge of the future crops or livestock.

The monitoring implies the surveillance of the future crops and livestock, as well as
the proper performance of the corresponding technological processes by the obligor,
with access to the land plots where the pledged future crops are grown or the livestock
is kept, as well as access to premises where the pledged livestock is kept and harvested

crops are stored.

After harvesting, the monitoring is conducted by way of surveillance of the harvested
crops with access to the places where it is stored.

No direct interference into or hampering of the obligor’s business activity is allowed
unless otherwise provided by law.

If the monitoring reveals that the obligor violates any technological processes associated
with the growing of the crops or conditions of keeping of the livestock pledged under
an agrarian receipt, which threatens the future availability of the crops or livestock

in the appropriate quantity, the obligee may draw an act about such violations of
agricultural production technologies and require the obligor to eliminate the violations
within a reasonable term. If the obligor fails to satisfy the requirements set out in the act
about such violations of agricultural production technologies himself within the term
specified in the act, the obligee may, with the purpose to salvage the future crops of the
obligor, continue growing or breeding the future crops or livestock, himself or with

the involvement of third persons, following the appropriate technological processes,

in which case the costs of such growing or breeding shall be reimbursed by the obligor
following the general procedure.

If the obligor disagrees with the requirements set out in the act about violations of
agricultural production technologies, he may refer the dispute to the organization
specially authorized to settle such disputes by the main body in the system of the central
bodies of executive power responsible for the implementation of the state agrarian
policy, country’s food safety, state administration in the agricultural sector, horticulture,
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food and processing industries, and comprehensive development of rural areas. Within
two working days of the receipt of the complaint, which must be submitted with the
obligee’s contested act about violations of agricultural production technologies, the said
organization shall consider the dispute and issue a final decision that will be binding for
the parties. The obligee may not continue growing or breeding the pledged future crops
or livestock before the dispute is settled by the specially authorized organization. If the
aforementioned organization fails to issue the decision within the specified term, the
obligor’s complaint shall be deemed without merit and rejected.

Circulation of agrarian receipts

Issue of agrarian receipts

Agrarian receipts shall be issued for each specific type of agricultural products classified
by group or individual features. An agrarian receipt may be issued for each supply
volume of agricultural products agreed between the obligor and the obligee.

Upon issue, an agrarian receipt must be notarized following the procedure specified
in the Law of Ukraine “On Notary Services” for legal transactions taking into account
the special requirements established by this Law. The person who performs the notary
actions must enter the details of agrarian receipts in the State Register of Agrarian
Receipts at the time of their notarization. The person who performs the notary action
smust enter the details of the pledged assets in the State Register of Pledged Moveable
Assets at the time of notarization of the agrarian receipt. If additional security is used
for an agrarian receipt, the information about such security can be entered in the
corresponding registers in accordance with Ukrainian legislation.

An agrarian receipt is deemed to be issued as of the moment of its registration in the
State Register of Agrarian Receipts.

Keeping the Register of Agrarian Receipts

The Register of Agrarian Receipts shall be kept by the main body in the system of

the central bodies of executive power responsible for the implementation of the state
agrarian policy, country’s food safety, state administration in the agricultural sector,
horticulture, food and processing industries, and comprehensive development of rural
areas. The keeper of the Register of Agrarian Receipts shall, following the procedure
defined by the Cabinet of Ministers of Ukraine, authorize the persons who perform
notary actions to act as registrars of the Register of Agrarian Receipts who will provide
the services of entering agrarian receipts in the Register of Agrarian Receipts and
providing information from this Register to other persons.

There must be no restrictions or limitations of the access to information about issued
agrarian receipts of specific obligors which are not redeemed as of the date of the access
to the Register of Agrarian Receipts, as well as the names of the agricultural products to
which the obligor’s obligations relate.

Registrars of the Register of Agrarian Receipts may provide information about agrarian
receipts issued by specific obligors and their circulation history to other persons subject
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to the Law of Ukraine “On the Protection of Personal Data”.

The main body in the system of the central bodies of executive power responsible

for the implementation of the state agrarian policy, country’s food safety, state
administration in the agricultural sector, horticulture, food and processing industries,
and comprehensive development of rural areas shall nominate a state enterprise within
the sphere of its control as the administrator of the Register of Agrarian Receipts,
authorize the same to develop and support the software of the Register of Agrarian
Receipts, and be responsible for the technical and technological support, storage and
protection of the data contained in the Register of Agrarian Receipts.

The main body in the system of the central bodies of executive power responsible

for the implementation of the state agrarian policy, country’s food safety, state
administration in the agricultural sector, horticulture, food and processing industries,
and comprehensive development of rural areas shall define requirements to the Register
of Agrarian Receipts and the procedure for its keeping,

Assignment of agrarian receipts

Agrarian receipts can be assigned by putting an endorsement “assigned” and indicating
the new obligee on the agrarian receipt or the integral appendix thereto which must
be specified therein. Such endorsement shall be certified with the signature and (if
appropriate) the stamp of the previous obligee.

The assignment of agrarian receipts shall be subject to notarization following the
procedure specified in the Law of Ukraine “On Notary Services” for legal transactions
taking into account the special requirements established by this Law.

If the assignment of an agrarian receipt is not notarized, the obligee’s rights are not
transferred to another person.

Fulfillment of obligations under agrarian receipts

Agrarian receipts shall remain valid until their full redemption. Upon the obligee’s
consent, the date of the fulfillment of obligations under an agrarian receipt can be
postponed until the next marketing year.

Agrarian receipts for each type of agricultural products shall be redeemed in the order
of their issuance.

Commodity agrarian receipts shall be redeemed by way of delivery of the agricultural
products specified in them from the obligor to the obligee under the delivery terms
agreed between them. If the quality of delivered agricultural products is different from
the quality indicated in the agrarian receipt or the agreed recalculation formulas, the
agrarian receipt shall not be considered as redeemed.

Financial agrarian receipts are redeemed by way of transferring funds from the obligor

to the obligee in the bank account specified by the obligee.

Within 3 working days of the redemption of an agrarian receipt, the obligee shall put the
inscription “redeemed” on the agrarian receipt, certify the inscription with the obligee’s
signature and stamp (if appropriate), and return the agrarian receipt to the obligor. The
obligee must return agrarian receipts to the obligor personally or, if this is not possible, send
them in a recommended letter to the obligor’s address indicated in the agrarian receipt.
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After the original agrarian receipt with the inscription about its redemption is returned
to the obligor, the obligor may ask the person who performs notary actions to enter a
record about the redemption of the agrarian receipt to the corresponding registers.

Agrarian receipts with the redemption inscriptions may not return into circulation. The
information about issued agrarian receipts and their redemption shall be kept in the
Register of Agrarian Receipts for at least ten years.

Agrarian receipts may be redeemed by installments subject to the consent of the obligor
and the obligee. In this case, the minimum lot of agricultural products or the minimum
amount of funds which can be used as an installment must be specified in commodity
agrarian receipts or financial agrarian receipts, respectively. If the text of an agrarian
receipt does not contain any provisions for the minimum installment, the obligee may
refuse to accept such partial redemption of the agrarian receipt.

If an agrarian receipt is redeemed by installments, both the redeemed and the
outstanding obligations shall be indicated in an inscription thereon. Such inscription
shall be certified by the signatures and stamps (if appropriate) of the obligor and the

obligee. In such case, the initial amount of security shall not change.

Upon the parties’ consent, the obligations under an agrarian receipt can be fulfilled
by way of transferring warechouse documents which certify their holder’s title to
agricultural products stored in a commodity warchouse.

Liability
The obligor under an agrarian receipt shall be liable for its non-fulfillment irrespective

of whether such non-fulfillment is due to his own fault, force majeure circumstances or
unfortunate coincidences.

The existence of an agrarian receipt without the redemption inscription shall be
sufficient evidence of the indisputability of the obligee’s claims hereunder.

If the obligor under an agrarian receipt fails to fulfill his obligations within the term
specified therein, the obligee may request an executive inscription from a person
authorized to perform notary actions. Such inscription shall be subject to immediate
execution and serve as grounds for the state executive officer to transfer the asset
pledged under the agrarian receipt to the obligee within 48 hours.

If the pledged asset which must be transferred to the obligee is absent, the obligee may
satisfy his claims with other assets of the obligor.

If the obligor transfers the pledged asset to any third person before the agrarian receipt
is redeemed, the obligee may satisfy his claims to the obligor with such or equivalent
assets of the third person, upon which the third person may recourse to the obligor.

The obligee under an agrarian receipt which was issued earlier than other agrarian
receipts issued by the same obligor for the same agricultural products to other obligees
shall have the preferential claim to the pledged assets in relation to the later obligees.

The obligee under an agrarian receipt which was issued earlier may satisfy his claims
under the agrarian receipt from the assets of the obligee under an agrarian receipt
issued by the same obligor later for the same agricultural production if the latter obligee
received the redemption from the obligor in violation of the order established in Article
13 of this Law. Such claims may be satisfied within the scope of such early redemption,
upon which the latter obligee may recourse to the obligor.
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If an obligee receives an agrarian receipt from a previous obligee by assignment, the
current obligee may satisfy his claims from the assets of such previous obligee or

any previous obligee indicated above its name in the list of endorsements unless the
endorsement is qualified as “no guarantee”. If a previous obligee satisfies the claims
under the agrarian receipt with his own assets, he shall receive the obligee’s rights under
the agrarian receipt.

If the obligee under an agrarian receipt fails to fulfill the obligation under Article 13
of this Law to return the agrarian receipt after its full redemption, such obligee shall
reimburse all the losses incurred by the obligor and pay a fine in the amount of ten
minimum salaries.

If the obligee under an agrarian receipt fails to fulfill the obligation under Article 13
of this Law to return the agrarian receipt after its full redemption for more than one
month, such obligee shall reimburse all the losses incurred by the obligor and pay a fine
in the amount of 100 minimum salaries.

If the obligee under an agrarian receipt fails to fulfill the obligation under Article 13

of this Law to return the agrarian receipt after its full redemption for more than six
months, such obligee shall reimburse all the losses incurred by the obligor and pay a
fine in the amount of 300 minimum salaries, but in any case not less than the minimum
amount of claims established by the Law of Ukraine “On Restoring the Debtor’s
Solvency or Declaring the Debtor a Bankrupt” for opening bankruptcy proceedings.

Bail of financial institutions

Financial institutions can provide bail (guarantee) for agrarian receipts. In this case, the
financial institution shall inscribe “surety” on the agrarian receipt, and such inscription
shall be certified with the signature of its authorized representative and its stamp. The
same procedures apply to the suretyship of financial institutions under agrarian receipts
as to guarantees on promissory notes.

Final Provisions

This Law shall come into force two months after the date of its publication.

Other laws and regulations shall apply to the relations associated with the
perfection, issuance, circulation and redemption of agrarian receipts insofar as they do
not contradict this Law.

To add paragraphs 6 and 7 to Part 1 of Article 37 of the Law “On Notary Services”
as follows:

“6) notarization of agrarian receipts and assignment thereof;

7) put executive notary inscriptions for the enforcement of obligations or security
under agrarian receipts.”

To instruct the Ministry of Justice of Ukraine to amend the Instruction for the
Performance of Notary Acts by Ukrainian Notaries in order to bring the same in
accordance with this Law.
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Note:Clause 35 of the Instruction shall be amended by adding the drawing and
assignment of agrarian receipts to the list of transactions which require notarization,
and a new Section shall be added — Procedure for Notarization of Transactions Relating
to Agrarian Receipts which includes recording agrarian receipts in the State Register of
Transactions (information about the obligor, the obligee, date of issue, type of products,
land plot and legal documents thereto), the State Register of Pledged Movable Assets,
the Register of Agrarian Receipts, the assignment of individual numbers to agrarian
receipts, as well as recoding the information about assignments and full performance

of obligations by the obligor once the agrarian receipts are presented with the
corresponding endorsements.

To amend the Law of Ukraine “On Executive Proceedings (Enforcement)” as
follows:

To add Part 4 to Article 11 as follows:

“4. In the cases foreseen by the law, the execution of the rights of the state executive
ofhicer specified in paragraphs 4, 5,7, 15 of Part 3 of Article 11 may be delegated by the
state executive officer to other participants of the executive proceedings, for which a
substantiated resolution shall be issued. In such case, all the executive actions performed
by such trustees in the course of the execution of the rights of the state executive officer
delegated to them shall be subject to approval of the state executive officer and shall
acquire legal force only after such approval.”

To add paragraphs 3 and 4 to Part 2 of Article 25 as follows:

“The executive documents on the enforcement of obligations under agrarian receipts
shall be considered on the day of their receipt, for which purpose the state executive
officer shall issue a resolution to open executive proceedings.

In the resolution to open executive proceedings for the enforcement of obligations
under agrarian receipts, the state executive officer shall indicate that the obligor is
required to execute the decision within one day after the date of the resolution and that
the decision will be enforced if the obligor fails to provide documentary evidence of
the execution of the decision, in which case the executive fee and the costs associated
with the organization and performance of the executive actions under this Law will
be collected from the obligor. Upon request of the enforcing party, the state executive
officer may, concurrently with the issue of the resolution to open the executive
proceedings, arrest the assets and funds of the obligor, for which a corresponding
resolution shall be issued, and to entrust the enforcing party or a representative
thereof to perform the actions under Part 4 of Article 11 of this Law as regards the
search for the obligor’s assets, taking an inventory thereof, their arrest and transfer for

safekeeping.”
5.3. To amend Part 3 of Article 29 as follows:

“It is allowed to perform executive action during nighttime if non-execution of the
decision threatens the life or health of citizens, or is related to the enforcement of
obligations under agrarian receipts, or if it is necessary to continue executive actions
which started before 22:00, provided that in such cases the head of the department to
whom the state executive officer directly reports is notified about such actions not later
than on the next working day thereafter.”

To add Part 3 to Article 61 as follows:
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“The executive inscriptions for the enforcement of the security under agrarian receipts
shall be executed following the same procedure.

For their execution, the state executive officer or a person entrusted by the state executive
officer with the execution in accordance with Part 4 of Article 11 shall seize the assets
specified in the executive documents as security from the obligor and transfer them to
the obligee, for which a transfer act shall be drawn. If the asset that must be transferred
to the enforcing party is destroyed or is not in the possession of the obligor for other
reasons, the state executive officer shall prepare a substantiated act on the impossibility to
execute, which shall serve as the grounds for the closure of the executive proceedings for
the enforcement of the agrarian receipt, as well as grounds for further executive actions
regarding the search for other assets of the obligor under a financial agrarian receipt.”

To instruct the central executive authority in the sphere of agrarian policy to adopt
an act that will regulate the issues pertaining to the determination of the quality of
agricultural products.

To instruct the Ministry of Justice of Ukraine to make corresponding changes in
the Instruction for the Keeping of the State Register of Transactions, the Instruction
for the Keeping of the State Register of Pledged Movable Assets and Completion of
Applications.

The Cabinet of Ministers of Ukraine shall amend the list of documents required

for unconditional collection of indebtedness based on executive notary inscriptions
approved by the Resolution of the Cabinet of Ministers of Ukraine No.1172 dated 29
June 1999.

Note: Clause 12 shall be added — Enforcement of agrarian receipts

The executive inscriptions can be put provided that original agrarian receipts are
presented which have no inscriptions about their redemption and are past due as of the
date of presentation.)

To add Article 198-1 to the Criminal Code of Ukraine as follows:

“Non-fulfillment of obligations under an agrarian receipt by the issuer thereof which
caused pecuniary losses of other persons shall be punished with imprisonment for up to
three years, restriction of freedom for the same term, or a fine in the amount of 100 to
200 non-taxable minimum incomes of citizens.

Same acts which caused substantial pecuniary losses of other persons shall be punished
with imprisonment for three to five years or restriction of freedom for the same term.

Same acts which caused large pecuniary losses shall be punished with imprisonment for
four to six years or restriction of freedom for the same term.

Same acts which caused especially large pecuniary losses shall be punished with
imprisonment for five to eight years.”

To amend Clauses 2-4 of the Note to Article 185 of the Criminal Code of
Ukraine by adding the words “and Article 198-17before the words® this Code”.
To amend the Criminal Procedure Code of Ukraine as follows:

To amend Part 2 of Article 112 of the Criminal Procedure Code of Ukraine by adding
the words “Article 198-1” after the words “Article 198” and before the words “Article
199”.
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The Cabinet of Ministers of Ukraine shall amend the State Targeted Program
for the Development of Ukrainian Rural Areas for the Period until 2015 by working
out a program for the development of lending to agricultural producers with the use of
the agrarian receipt mechanism, the execution of the key provisions of this law and the

provision of necessary funding,

90



ATTACHMENT 3. AMDI and WG round table report

AMDI and WG round table report

A round table discussion of the draft Law of Ukraine “On Agricultural Receipts’, was
held on 28 October 2011 in Kyiv, organized by AMDI and MinAPFU. This draft law
regulates the legal relations arising in the design, delivery and circulation of agricultural

receipts. It determines the order of their registration and is aimed at creating legal,

economic and organizational conditions for the functioning of these documents.

Round table: DISCUSSION: DRAFT LAW OF UKRAINE “ON
AGRARIAN RECEIPTS”

Target Group: representatives of government, agricultural science, public and private

sector, international organizations and other stakeholders.

Agenda:

1. Presentation of the overall structure of the Law of Ukraine “On Agrarian

Receipts”

Victor Andrievsky (Director AMDI) and Sergei Rabenko (Consultant on legal

affairs of the IFC)

2. The system charges, insurance and registration of farm receipts
Sergey Kliutsa (Consultant on legal affairs at BASF)

3. Discussion of comments provided by stakeholders and FAO

Round table participants (See Table 1).

Table 1. Participants List

Ahafoshyna, K.

Chief Financial Officer “BASF”

Ahydzhanov, Bagrat

Director of finance and credit policy MinAPFU

Bogdanova, Anna

USAID

B woIN =

Boholiy, Vladimir

Chief Financial Economist, Department of Banking coordinating relations with the National Bank
Financial Policy Department of the Ministry of Finance

5 Borchevskyy, Viktor  Specialist business department, Innovation “Syngenta”

6 Vilinskiy, Sergei Counsel DP SANTREYD

7 Voloschenko, Lada  Ph.D., Senior Research Fellow, Institute of Economic Forecasting of NAS of Ukraine,

8 Gavrilenko, Natalia  Head of department of cooperation with WTO, MinAPFU

9 Hudz, Elena Doctor of Economic Sciences, Professor, Institute of Agroecology and Environmental Economics,
10 Demyanchuk, V. Deputy Head of the Department of Agrarian Policy and Land Relations Secretariat of the CMU
11 Demidov, A. Director of the Department of Agriculture MinAPFU
12 Kvasha, Sergey MinAPFU, Department Chief

13 Vladimir, Klimenko  President of the Ukrainian Grain Association

14 Klyutsa, Sergey Consultant on legal issues “BASF”

15 Korotkov, Oleksandr Head of department “Ukrsibbank”

16 Kuzmenkov, Alexey  Deputy Director of Food State Committee, MinAPFU

17 Kupchak, P. Senior Research Fellow, Institute of Economic Forecasting of NAS of Ukraine
18 Lapa, Volodymyr Chief Executive Officer UCAB (Ukrainian Club for Agrarian Business)

19 Lebed, Valery First Deputy Director, State Enterprise “State Register of Ukraine”

20 Lviv, Vitaly Vice-President SUSOKU
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21 Malinovska, Tamara Counsel “Louis Dreyfus Komoditiz Ukraine LTD”
22 Novikov, G. Chairman of the Agrarian Union of Ukraine

Chief Specialist of the Department of Economics agriculture sectors of the Ministry of Economic
Development and Trade

24 Polishchuk, Nelia Assistant, Verhovna Rada Agrarian Committee Secretariat
25 Rabenko, Sergey Consultant on legal issues IFC

Head of international organizations and coordination of international projects of the Department
of Foreign Economic Relations MinAPFU

27 Samus, Oleg Director of Legal Affairs and Relations with the Public Subsidiary SANTREYD
28 Sergey, Stoyanov General Director of Ukrainian Agrarian Confederation (UAC)
29 Khodakivskiy, Igor  Director, State Enterprise “State Register of Ukraine”

Alexander,
Yaroslavsky

31 Tereshchuk, Sergiy  Deputy Head, Verhovna Rada Agrarian Committee

23 Paroha, Yuriy

26 Oksana, Ryumina

30 Deputy Director General of the Ukrainian Agrarian Confederation (UAC)

Speakers presented a draft law (i.e. a bill) and revealed the nature of ARs and their
terminology. Analysing the Brazilian experience, they proved the advantages of
introducing ARs in Ukraine, especially for grain market participants. They argued that
the use of ARs — a new hybrid instrument that combines the form of a promissory note
with a futures contract — provided an opportunity for agricultural producers to attract
more inputs and financial resources secured by future crops.

The structure of the bill was also discussed and they analysed the terms used in the bill.
Further discussion focused on the main provisions of the draft articles which guarantee
systems to protect creditors’ or investors’ interests.

Representatives of agriculture producers and farmers (Mr. Yaroshovets and Mr.

Lviv) noted the need for such a bill, because of potential cost savings provided by it,
compared to the very expensive terms of regular commercial loans which have high
interest. The introduction of ARs will allow SMPs to obtain loans on the security

of their products. They talked about the necessity to consider the possible risks to
farmers. They also stressed the need to have a good awareness campaign explaining the
operational mechanisms of ARs. In general, they supported the bill and are willing to
assist in promoting it with the profile committee of the Verkhovna Rada of Ukraine.

M. Lapa organized a discussion on issues relating to:

whether to have a standardized blank form for ARs. (The speakers noted that
in Brazil the form is arbitrary; however, it has several mandatory requisites, which
are not applicable in Ukraine. It also has to be standardized for e-registration
purposes);

number of copies (assuming two, but proposed three (Article 2);

how many days required to ensure the transfer of the creditor for AR collateral:
the bill provided for 48 hours (Article 13), but this is deemed insufficient;

considering compliance in terms of agricultural crop rotation, in cases when they
move to the next marketing year in terms of obligations (Article 12);

the concept of appropriate registers (Article 9, third paragraph); and

the different types of agricultural commodity and financial receipts.

Participants have also considered comments on the draft bill provided by FAO and have
recommended the draft law be sent to the MinAPFU and the profile Committee of
Verhovna Rada for its official registration. Answers to these comments are given in Table 2.
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