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The purpose of the article is to develop a classification of the goals for valuation of all kinds of real and financial
assets and businesses. Business valuation may be used for different directions and plays a key role in many seg-
ments of the financial industry: corporate finance, mergers and acquisitions, and portfolio management. The study
used such scientific methods as analysis and synthesis of results, logic and analytical methods. Proposed classifica-
tion of the goals for valuation of all kinds of real and financial assets and businesses involves the allocation of such
assessment goals as business creation and acquisition; sale of business or real assets; increase equity and debt
financing; property damage assessment; estate investment planning; liquidation or reorganization of the enterprise;
compliance with legal requirements and court proceedings; pledge of state property. Authors have researched the
different goals of valuation, taking into account the legislation of Ukraine.

Keywords: business valuation, asset value, valuation purposes, real assets, securities, fixed assets, property,
real estate.

MeTOl0 CTaTTi € BUBYEHHS, CMCTEMATM3aALlist Ta YA0CKOHaNIEHHS Kiacudpika,ii Linei ta nigwineli oLiHk1M BapToCTi
6i3HeCy Ta pi3HMX BUAIB peasibHUX i PIHAHCOBKX aKTUBIB PUANYHKX Ta (RI3NYHMX OCI6. AKTYasIbHICTb AOCAIAKEH-
HA MosiArae B TOMY, LU0 OLjHKa Gi3HECy MOXe BMKOPWUCTOBYBATUCA AN18 Pi3HMX Linein Ta cdep AisnbHOCTI I Bigi-
rpae KI4oBY ponb Y baratbox cermeHTax (RiHaHCOBOI IHAYCTPIl: KOPNOpPaTUBHUX (DiHAHCAX, 3/IUTTI Ta NOT/IMHAHHI
Ta NoOpTheIbHOMY MEeHEeMKMEHTI. Y [OCAIMKEHHI BUKOPUCTOBYBA/INCS Taki HAYKOBI METOAM SIK NIOTIKO-aHaNITUYHWIA
MeTOof, aHasi3 | CUHTE3 OTPUMaHKX pe3ysbTaTiB. ABTopaMu pPO3risiHYTO 0COBAMBOCTI PI3HUX LiNER OLiHKM BapTOCTI
6i3HeCy i pi3HUX BUAIB aKTUBIB, HANPSMM IX BUKOPUCTaHHSA 415 YAOCKOHaNEHHS knacudikauii. Y ctatTi cuctemaru-
30BaHO Ui Ta miguini ouiHk1 BapTOCTi Bi3Hecy Ta PisHWX BMAIB akTUBIB 3 ypaxyBaHHSIM 3aKOHOLABCTBA YKpaiHu.
3anponoHoBaHa knacudikalis Lisieli OUiHKM Pi3HKX BUAIB peasibHUX Ta (DiHaHCOBMX akTMBIB i 6isHecy nepegbayae
BUAINIEHHSI BOCbMU YKPYMHEHMX LifIei OLiHKM: CTBOPEHHS Ta NpuadaHHA GisHecy; npofax 6isHecy abo HepyxoMoro
MaiiHa; 36iNbLUEHHS BNACHOro Kanitaay ta/abo 60proBoro (hiHaHCYyBaHHS; OLiHKa MaiHOBMX 30MTKIB; niaHyBaH-
HS IHBECTWLA y HEPYXOMICTb; MiKBigaLis abo peopraHizalis nignpreMcTsa; LOTPMMaHHSA BUMOT 3aKOHOZABCTBA Ta
CYLO0BUX MpoLeayp; 3acTaBa AepxaBHOro MainHa. ABTopamMm AOCAIMKEHO Pi3Hi Lifi OLiHKNA 3 ypaxyBaHHAM 3aKOHO-
[aBcTBa YKpaiHu. MNpakTuyHa LiHHICTb LOCNIIKEHHS NONsArae B TOMY, LU0 BNACHMK NiANPUEMCTBA OTPUMYE HACTYIHI
nepesaru Bif OLiHIOBaHHSA Bi3Hecy: BU3HAYEHHS peasibHOl BapTOCTi Ta 06CAry akTvBIB; OLiHKa NignpueMCTBa 4acTb
MOX/IMBICTb BNACHWKy byayBatu 6isHec-cTpaTerii; oLiHka BU3Ha4Yae npobsiemu, ski BNMBaroTb Ha (hiHaHCOBUIA CTaH
NiANPUEMCTBA, a TaKoX BifobpaXae MOX/INBI PUSUKK; OLiHKa nepefbadae MOHITOPYHN, SKUIA Hafjae BNacHuKy nia-
NpYEMCTBa iHOpPMaLLito MPo Te, SIKe MiCLie BOHO 3aiiMae Ha PUHKY; 3BIT ekcnepTa Moxe OyTu BUKOPUCTaHWiA Nig yac
CYA0BWX CNopiB, (hiHAHCOBMX onepaLiii, OTPUMaHHS KpeauTy TowO.

KnrouoBi cnoBa: ouiHka BapToCTi 6i3Hecy, BapTiCTb akTUBIB, LiNi OLiHKK, peasibHi akTUBW, LiHHI nanepwn, OCHOBHI
3acob6u, MaiiHO, HepPyXOMICTb.
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Formulation of the problem. Business
valuation is useful for solving a wide range of
tasks. However, its role depends on the field
where it is used. Valuation plays a key role
in many segments of the financial industry:
corporate finance, mergers and acquisitions, and
portfolio management. In scientific publications
various purposes for assessing different types
of real and financial assets are given, however,
the classification of the business valuation goals
needs to be supplemented and improved. In this
regard, the article considers and classifies all the
main goals of valuation activities.

Analysis of recent research and publica-
tions. In the book by Damodaran [1] the
theoretical and practical aspects of business
valuation were considered. In the work by
Momot T. V. [2] the modern technologies of
business valuation were investigated. In the
work by Kalinescu T. V. et. al. [3, p. 39] the goals
of real assets valuation were examined.

The article by Tarczynski W., Tarczynska-
tuniewska M. & Majewski S. [4, p. 2693]
examines the relationship between the value
of the company, its fundamental strength and
rates of return. The survey results show that
fundamental strength influences the shaping of
the enterprise value.

In the article by McCarthy D. and Fader P. [5]
is explained how executives and investors can
use the principles of customer-based company
valuation to better understand and measure
the value of a firm. The article by Levine E.,
Shah N. [6] examines nine common mistakes
related to business valuations and offers some
helpful guidance for business owners and their
advisors as they navigate through the complexities
of owning, selling, or transferring a business.

In the paper by Brown L. and Caylor M.
[7, p. 409] the governance provisions were
considered include that are relevantto accounting
and public policy: stock option expensing, and
that are audit-related.

Selection of previously unsolved parts
of the problem. According to the analysis
of scientific publications, scientists consider
different aspects of business valuation for
certain types of assets or companies. But there
is no full universal classification of the goals for
valuation of all kinds of real and financial assets
and businesses.

Formulation the goals of the paper. The
paper develops a classification of the goals for
valuation of all kinds of assets and businesses.

Presentation of the main research material.
Let's consider the features of different purposes

of business valuation and different types of
assets in order to improve their classification.

Sale of business. When the owner of the
enterprise decides to sell his business or one of
the members of the company intends to sell his
share, there is a need to determine the market
value of the enterprise or part of its assets.

Debt financing / increase of the financial
leverage. 1t is necessary to determine the
creditworthiness of the enterprise and the value
of collateral for the purpose of lending. In this
case, the valuation is required because the
value of the assets according to the financial
statements may differ dramatically from their
market value.

IPO is an initial public offering or initial
placement of shares on the stock exchange.
Potential investors should have information
about the real market value of the assets of the
company whose shares they want to buy. It is
the completeness of information about cost
indicators that can increase the degree of trust in
the company. This procedure makes it possible to
establish the value of shares — an indicator that is
important for investors. In order for the company
to become attractive for financing after going
public, even before the IPO, managers should
bring the company's operation to a qualitatively
new level: create an effective management
system, adjust production processes, etc. When
evaluating a business, experts take into account:

— peculiarities of financial activity (availa-
bility of loans, liquidity of assets);

— operational activity (profitability, cost of
products);

— staff qualifications.

When evaluating a business for an IPO, two
approaches are practiced: the real (fair) value
of the company or its value in comparison with
similar firms. When determining the company's
market price, the customer receives an answer
to the question of what approximate value the
company's shares will be placed after the IPO,
and how much a future investor would pay to buy
100% of the company's shares.

Property damage assessment is a special,
competent investigation into the amount of
damage caused to a particular property, its
causes and extent. Such a study involves the
calculation of the market value of works and
materials related to the liquidation of the damage
caused to the property.

Damage assessment is necessary in various
situations. It is not always necessary only to
compensate for damages due to property
damage. Sometimes the assessment serves to
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compensate for future costs or lost profits, as well
as in the settlement of disputes and consideration
of cases by judicial authorities. Here are just a
few examples of when an independent damage
assessment is required: the office or apartment
was flooded by neighbors; fire in the office due
to the fault of tenants or neighbors; serious
problems with real estate (for example, cracks
on the walls after the redevelopment of the
neighbors); you are to blame for such events,
and the victims demand clearly inflated amounts
for compensation from you; as a result of a
voltage surge in the electrical network in the
room, expensive equipment was damaged.

An independent assessment allows determi-
ning the amount of compensation necessary to
restore the property to the condition it was in
before the damage, taking into account the costs
of work, materials, as well as the amount needed
to restore the damaged property (if possible) or
replace it with similar property. If the property
is insured, operations to compensate for the
loss, including the determination of its value,
are entrusted to the insurance agency, which,
accordingly, is determined in the selection of
an independent assessment of the damaged
property.

If either party disagrees with the results of
the evaluation, they may use the services of an
evaluation company chosen at their discretion.
For uninsured property, finding an appraisal
company to determine property damage is
entirely up to the injured party. Engaging an
independent appraisal company provides an
opportunity to certify and record the damage,
prepare a damage assessment report, which will
indicate the real cost needed to restore and repair
the premises, as well as the cost of purchasing,
replacing or repairing the damaged property.
In addition, all costs for the assessment of
damage caused to the property as a result of
the actions of third parties will be included in
the amount of the claim when submitting an
application to the court. Property damage can
be expressed as:

— failure to receive income by the affected
subject, which he could have received under the
circumstances, if his right had not been violated,
that is, the lost benefit is considered. In this case,
the object of assessment is the business on the
date of assessment. The income approach is
used;

— destruction or damage to a physical
object, i.e. real damage occurs. In this case, the
object of assessment is the physical object or its
constituent parts on the date of assessment.

The determination of damages is carried out
on the basis of calculation the value of only direct
actual damages associated with the destruction
or damage of property by fire, water, smoke, high
temperature, etc. The independent appraisal
company bears full responsibility for the pre-
pared damage assessment report. At the same
time, it should be noted that the cost of work to
determine the size of the damage depends on
the labor intensity, but does not depend on the
size of the damage.

Estate planning is minimizing taxes, costs
and losses associated with inherited property.
As a result of globalization, the ease of interna-
tional travel and communications, number of fam-
ilies whose members live in different countries is
increasing, which brings the process of capital
inheritance planning to the cross-border level.
Inheritance planning requires an assessment
of the value of real estate, securities and other
real and financial assets. For example, in some
cases, real estate or securities that are inherited
may be taxed. The tax is calculated based on the
value of the object. Only an appraisal specialist
has the right to determine the value of the object.
If there are several heirs, each can assess his
share. Also, the value of the real estate will be
needed to resolve legal disputes that may arise
between the heirs.

According to the requirements of the Tax
Code of Ukraine [10], income in the form of the
value of inherited property (money, property,
property or non-property rights) is subject to
taxation at various rates, and is indicated in the
annual tax declaration, the amount of tax is paid
as a percentage of the income before the inher-
itance certificate is issued. The assessment of
the value of the inherited share will be important
for determining the amount of tax, in particular
in the case of inheritance by relatives — foreign-
ers or citizens of Ukraine, as non-residents, as a
result of long-term residence abroad.

Bankruptcy of the enterprise. The liquidation
of the enterprise involves carrying out its market
evaluation, as it is necessary to determine the
amount of payments to shareholders or owners.
An independent valuation of property is directly
related to the bankruptcy procedure. An agree-
ment with an independent appraiser is neces-
sary to carry out an appraisal of an enterprise
that is in the stage of bankruptcy.

In the bankruptcy process, the company may
be split up, its assets may be sold separately or,
subject to appropriate conditions, the company
may be sold in its entirety. In the event that the
company's property is sold separately, an inde-
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pendent valuation of the property is carried out
by object. In the case of the sale of the enter-
prise as a whole, a full enterprise valuation pro-
cedure is carried out. It should be noted that
in this case, the appraiser should give prefer-
ence to cost valuation methods, since the com-
pany that is in the stage of bankruptcy, even
taking into account sanation and restructuring,
does not have very high prospects of making a
profit. Therefore, the assessment of the busi-
ness of such an enterprise should be based
more on the property complex than on future
profits.

In order to decide whether to sell the
bankrupt's property separately or whether it
makes sense to restructure and sanation the
enterprise, it is also necessary to conduct an
independent assessment. In fact, this means
that the appraiser must first determine the market
value of the property complex of the enterprise
under the conditions of its liquidation, and then
calculate the business value of the enterprise
under the condition of restructuring and sanation
of the business (if possible). By comparing
these results, it is possible to make an informed
decision about the enterprise, taking into account
the interests of creditors.

Of course, from the point of view of
laboriousness and duration of the whole
process, the sale of the enterprise looks quite
better than the crushing of its assets. But this
is not always possible, and then the arbitration
manager is forced to make a decision on the
sale of the bankrupt's property in parts. In this
case, it is necessary not only to evaluate the
value of the property, but also to determine the
most effective division of the property, which
will be sold, into separate parts that will be sold
as single lots. For example, if the company has
a complex of real estate (factory workshops
on a single plot of land), then, most likely, it
will be more profitable to sell this complex
separately from other assets in order to attract
not a speculator, but an investor who is more
interested in the property itself. The same goes
for equipment: most likely, equipment united
by one technology or end product will be more
profitable to sell as a set, but separately from
other, non-core assets from the point of view of
this technology (or end product).

It should be noted that the task of the best
and most effective distribution of the debtor's
property for sale is decided not only by one
appraiser, but also by all responsible persons.
The final decision must be made by the arbitration
administrator, based on the requirements of the

law on compliance with the rights of all creditors
of the bankrupt enterprise.

Real estate investment planning. To plan
and justify the effectiveness of investments in
commercial or residential real estate or land
plots, it is necessary to know the value of the
real estate object.

Business acquisition. A buyer of a business
should obtain information about its value or
the value of individual assets to determine the
market price. When considering the acquisition
of a company, valuation plays a key role.
The firm or individual buyer must make a
judgment about the fair value of the firm to be
acquired before offering a price. A firm to be sold
must determine its own reasonable price before
accepting or rejecting an offer. In addition, there
are special factors that need to be considered
when conducting a transaction. First, before
making a purchase decision, the synergy
effect on the combined value of both firms (the
target firm and the buyer firm) should be taken
into account. Synergy can be evaluated and
expressed in quantitative form. Second, when
determining a fair price, one must also take into
account the impact on value that may be caused
by changes in management and restructuring of
the acquired firm.

Finally, there are significant difficulties due to
the bias in the assessment of the similar kinds.
Acquired firms are often overly optimistic in
their valuations. This is especially characteristic
in the case of a takeover of a competing firm,
when its representatives try to convince
their shareholders that the proposed price is
too low.

Development of investment recommenda-
tions (purchase, sale, subsequent ownership).
This may be related to the effective manage-
ment of the asset portfolio, determining the
value of securities in the case of buying and
selling shares of enterprises on the stock mar-
ket. In order to make a sound investment deci-
sion, it is necessary to evaluate the ownership
of the enterprise and the share that falls on the
purchased block of shares, as well as possible
future income from the business.

The role that valuation plays in asset port-
folio management is largely determined by
the investor's investment philosophy. If we are
talking about a passive investor, then the role of
the investor in managing the portfolio is small.
For an active investor, its role is growing signifi-
cantly. Even among active investors, the nature
and role of valuation varies depending on the
type of active portfolio management. Financial
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professionals, who predict the optimal time to
trade in the market, use valuation to a much
lesser extent than investors who buy securi-
ties for the long term — their attention is more
focused on market value than on value, based
on the specific state of affairs at the enterprise.
When it comes to the task of selecting securities,
evaluation during portfolio management plays a
central role for fundamental analysts, and a sec-
ondary role for technical analysts.

Adoption of internal business decisions to
improve the efficiency of the current manage-
ment of the enterprise, restructuring, develop-
ment of the development plan. In the process
of strategic planning, it is important to assess
future revenues, the degree of sustainability
of the enterprise and the value of the brand.
If the goal of corporate finance is to maximize
the value of the firm, the relationship between
financial decisions, corporate strategy and the
value of the firm should be outlined. In recent
years, management consulting firms have begun
to advise businesses on ways to increase value.
On the basis of their advice, the financial restruc-
turing of these firms was most often carried out.
The value of the company can be directly cor-
related with the decisions made by it: imple-
mented projects, their financing and policy in the
field of dividend payments. Understanding this is
the key in making decisions aimed at increasing
the value of the company.

Evaluation of options and employee com-
pensation. The liquidation of the enterprise,
merger, acquisition or separation of independent
enterprises from the holding company involves
its market evaluation, since it is necessary to
determine the price of acquisition or redemption
of shares, conversion, as well as the amount of
options and compensations paid to the share-
holders of the absorbed company.

Most companies use stock options as a cor-
nerstone of their long-term incentive program
because they have several significant advan-
tages. Firstly and mainly, options are easy to
understand and administer, they do not require
the development of a complex system of indi-
cators for evaluating the manager's work. Sec-
ondly, it is an economic form of bonus that pro-
vides the company with tax benefits and does
not require large costs. Third, options incentiv-
ize top managers to seek growth in the mar-
ket price of shares and at the same time allow
the company to save money. Usually, option
schemes are designed for top managers and
rarely involve middle managers. When a more
or less successful company is taken over, espe-

cially with the resistance of managers, a signif-
icant share of money can be paid as a bonus
to shareholders for the loss of control. In most
cases, the amount of the premium ranges
from 20 to 40% of the «fair» market price of the
company. In some cases, so-called «golden
parachutes», i.e., severance pay in case they
lose their jobs as a result of the takeover, are paid
to mitigate conflicts between the managers of
the company being absorbed. As a result, taking
into account the bonus to shareholders and the
amount spent on paying «golden parachutes» to
the management team, the costs of taking over
the company can be excessive. Colossal funds
invested in takeover projects often result only in
the destruction of the property of the sharehold-
ers of the acquiring company.

Court proceedings. For example, in the pro-
cess of resolving issues related to insurance,
it may be necessary to determine the value of
assets. It is often necessary to evaluate the
enterprise in order to sign an agreement that
establishes the shares of the co-owners in
the event of termination of the agreement or
death of one of the partners. Lawyers often
turn to appraisers with a request to determine
the value of property (most often real estate)
in order to present the received documents in
court. Cases when such a service is needed
can be conditionally divided into three situa-
tions: determination of the value for calculation
and payment of the court fee, valuation of real
estate for acceptance of inheritance through
the court, valuation of the joint property of the
spouses during the divorce process. Accord-
ing to Art. 7 of the Law of Ukraine «About the
assessment of property, property rights and
professional assessment activity in Ukraine»
property appraisal is mandatory in the following
cases [11]:

— creation of enterprises (business asso-
ciations) on the basis of state property or property
that is in communal ownership;

— reorganization, bankruptcy, liquidation
of state, communal enterprises and business
associations with a state share of property
(a share of communal property);

— allocation or determination of a share of
property in common property, in which there is a
state share (a share of communal property);

— determination of the value of contri-
butions of members and founders of a business
partnership, if the property of business
partnerships with a state share (a share of
communal property) is contributed to the
specified partnership, as well as in the event of
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withdrawal (exclusion) of a participant or founder
from such a partnership;

—  privatization and other alienation in cases
established by law, lease, exchange, insurance of
state property, property in communal ownership,
as well as return of this property based on a
court decision;

— revaluation of fixed assets for accounting
purposes;

— taxation of property in accordance with
the law, except in cases of determination of the
amount of tax upon inheritance of property, the
value of which is taxed at a zero rate;

— in other cases by a court decision or
in connection with the need to protect public
interests.

Conducting an independent valuation of
property in Ukraine is also mandatory in cases
of pledge of state and communal property,
contribution by state scientific institutions and
state universities, academies, institutes of
property rights to intellectual property as a
contribution to the authorized capital of economic
companies, alienation of state and communal
property by means of do not provide for the
competition of buyers in the process of sale, or in

determination of damages or the amount
of compensation in cases established by law;

the case of a sale to one buyer, the determination
of damages or the amount of compensation,

Table 1

Classification of business and assets valuation goals

Goals

Subgoals

2

3

Business creation
and acquisition

1.1 Creation of enterprises (business associations)
on the basis of state property or property that is in communal
ownership

1.2 Development of investment recommendations (purchase,
sale, subsequent ownership): Effective management of the
asset portfolio, determining the value of securities in the
case of buying and selling shares of enterprises on the stock
market

Sale of business
or real assets

2.1 Sale of the entire business

2.2 Sale of real assets

Increase equity and debt
financing

3.11PO

3.2 Debt financing / Increase of the financial leverage

Property damage assessment

4.1 Compensation for damages due to property damage

4.2 Compensation for future costs or lost profits, in the
settlement of disputes and consideration of cases by judicial
authorities

Estate investment planning

5.1 Valuation of real estate and other real assets

5.2 Valuation of securities and other financial assets

Liguidation
or reorganization
of the enterprise

6.1 Bankruptcy of an enterprise

6.2 Restructuring or sanation of an enterprise

6.3 Reorganization or liquidation of state, communal
enterprises and business associations with a state share
of property (a share of communal property)

6.4 Adoption of internal business decisions to improve
the efficiency of the current management of the enterprise,
restructuring, development

6.5 Evaluation of options and employee compensation

(The liquidation of the enterprise, merger, absorption or
separation of independent enterprises from the holding
company)
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Table 1 (Continue)

3

7.1 Resolving issues related to insurance

7.2 Agreements that establishes the shares of the co-owners
in the event of termination of the agreement or death of one
of the partners

Compliance with legal

7.3 Determination of the value of contributions of members
and founders of a business partnership, if the property

of business partnerships with a state share (a share

of communal property) is contributed to the specified
partnership, as well as in the event of withdrawal (exclusion)
of a participant or founder from such a partnership

7 |requirements and court
proceedings

7.4 Privatization and other alienation in cases established
by law, lease, exchange, insurance of state property,
property in communal ownership, as well as return of this
property based on a court decision

7.5 Revaluation of fixed assets for accounting purposes

rate

7.6 Taxation of property in accordance with the law, except
in cases of determination of the amount of tax upon
inheritance of property, the value of which is taxed at a zero

7.7 Determination of damages or the amount
of compensation in cases established by law

8 |Pledge

8.1 Pledge of state and communal property

of state property

8.2 Contribution by state scientific institutions and state
universities, academies, institutes of property rights

to intellectual property as a contribution to the authorized
capital of economic companies,

8.3 Alienation of state and communal property by means
of do not provide for the competition of buyers in the process
of sale, or in the case of a sale to one buyer

8.4 The determination of damages or the amount of
compensation, during the resolution of disputes and in other
cases determined by law or by agreement of the parties

Source: developed by the authors

during the resolution of disputes and in other
cases determined by law or by agreement of the
parties [11].

The classification of business and assets
valuation goals is shown in the Table 1.

Conclusions. Proposed classification of the
goals for valuation of all kinds of real and finan-
cial assets and businesses involves the allo-
cation of such assessment goals (directions):
business creation and acquisition; sale of busi-
ness or real assets; increase equity and debt
financing; property damage assessment; estate
investment planning; liquidation or reorgani-
zation of the enterprise; compliance with legal
requirements and court proceedings; pledge of
state property.

A business owner has the following benefits
from a business valuation:

— based on the results of expert work, the
owner has information about the real value and
volume of assets;

— the assessment of the enterprise will
enable the owner to navigate the economic state
of the company and build business strategies;

— the assessment identifies problems that
affect the financial condition of the enterprise,
and also reflects possible risks;

— assessment involves monitoring, which
providesthe owner of the enterprise with information
about what place it occupies in the market;

— the expert's report can be used during liti-
gation, financial transactions, obtaining a loan, etc.
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