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Abstract

Economic theory and practice have accumulated extensive experience and knowledge, which
confirm the importance of money inflow as a leading tool for implementing the investment policy of an
enterprise. Investments are a complex of financial, material and labor costs of a long-term nature the
ultimate goal of which is the increase of assets value and the profits of the enterprise. Investment policy is
part of the overall financial strategy of an enterprise, which is aimed at selecting and implementing the
most effective forms of real and financial investments in order to ensure high rates of enterprise
development and constant increase in its market value. In the process of formation of investment policy it
is necessary to consider: the increase in the value of the company; achieving economic, social and
budgetary effect; the possibility of obtaining state support (guarantees of the government of the Russian
Federation, etc.); strict compliance with regulations of the Russian Federation governing investment
activities; minimization of risks associated with the implementation of specific projects. Increasing the
economic potential of an enterprise is possible through investment activity, which involves the
argumentation of the choice of investment and its subsequent implementation. Systematic and ongoing
development of any commercial enterprise is impossible without clever and well-wrought investment
policy. For the most complete understanding of the concept under consideration, the current investment
policy and investment attractiveness of commercial enterprise are analyzed, and possible measures to
increase the effectiveness of the investment policy of commercial enterprises in the chemical industry are
suggested.
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1. Introduction

Investment policy, being an important element of the financial strategy of an enterprise,
determines the degree of efficiency of its investment activity. It is characterized by a permanent nature
and involves not only the process of selecting and implementing the most effective ways of investing, but
also ensures the reproduction of the investment process itself.

When working out an investment policy, the following principles should be followed:

= consistency - implies bringing the investment policy into compliance with strategic goals of the
enterprise;

= priority - investment policy should give priority only to the areas of greatest significance;

= efficiency - involves considering investment projects in terms of their final positive result;

= controlling - implies regular assessment of achievements against the goals set, adjustment of
the results and control throughout the entire investment process (Obraztsova, Poliakova, &

Popovskaya, 2017).

An enterprise engaged in the development of investment policy must comply with the following

rules:

= working out of an investment policy should be coordinated with the legal acts of the Russian
Federation regulating investment activities;

= it is necessary to conduct a detailed study of investment projects interrelation, as well as their
impact on individual elements of the system;

= investment policy should have a number of alternatives when making management decisions;

= when choosing an investment project, one should be guided by the maximum efficiency as the

main indicator;

regular adjustment of the planned results in the implementation of investment policy should be
carried out;

= ongoing investments should be liquid;

= ongoing investments should minimize investment risks;

= it is necessary to make a qualitative forecast of the economic situation in order to make
adjustments to the current investment policy.

When implementing investment policy, it is also extremely important to improve the system of
control over expenditures aimed at investment activities. This will allow to track in detail the movement
of cash flows in investment projects, determine the minimum level of their financing, carry out timely
adjustments of planned values in accordance with the actual state of affairs and identify the causes of the
deviations that have developed (Butsenko, 2018).

In general, the investment policy of an enterprise implies a combination of methods and actions
aimed at gradual improvement of its financial position. The degree of competitiveness of the enterprise,
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the prospects for its further presence in the market depend on the efficiency and adaptability of this policy
(Welter & Smallbone, 2011).

2. Problem Statement

Modern market system has an extremely dynamic character - constant development and
sophistication of economic processes force all participants of market relations to adapt and modernize
their approach to doing business. In turn, the existence of a company without a rational and effective
investment policy is not possible. It is for this reason that the improvement of investment policy is also a
priority for any enterprise (Cao, Myers, Myers, & Omer, 2015).

Compliance with the above-mentioned rules and principles in the formation of investment policy
allows you to avoid many problems and risks at the initial stages of its implementation, but this does not
obviate the need to change and update it. Timely upgrading of the policy will allow maintaining a high
degree of efficiency of the enterprise’s investment activity, thereby opening up access to potential assets

and profits (Inzelt & Csonka, 2017).

3. Research Questions
3.1. How is the investment process organized in the enterprise?
3.2. What are the factors of formation and content of the investment policy of the enterprise?
3.3. How is the investment attractiveness of the enterprise assessed?
3.4. What are the ways of improvement of the investment policy of the enterprise?

The object of research is Acron PJSC, one of the largest producers of ammonia, nitrogen and
complex mineral fertilizers in Russia, the headquarters is located in Veliky Novgorod. Acron PJSC
products are sold in more than 50 countries of the world; however, most of them are in the markets of

Russia, China, South America and Asia.

4. Purpose of the Study

The purpose of the article is to study the investment policy of a modern company on the example

of an industrial enterprise of chemical industry.

5. Research Methods

The study is conducted through the monographic method, methods of comparisons and analogies.

5.1. Organization of the investment process on the example of Acron PJSC
Since 2005, the main direction of investment of Acron PJSC has been the development of its own
mineral resource base and strengthening of vertical integration through the development of its own
production of the three main raw materials - nitrogen, phosphorus, potassium. Based on this direction, the

company implemented a large-scale investment program, which was based on three key projects:
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=  Ammonia-4 - creation of a reserve for expanding the production of nitrogen products;

= Oleniy Ruchey mine - own phosphate raw materials;

Talitsky MPP - own production of potassium.

Expected results from the investment program:

= increase of profitability and competitiveness of complex fertilizers production by replacing
mineral raw materials purchased from third parties with their own;

= increase the profitability of Acron through the sale of excess phosphate and potash raw
materials;

= anincrease in the production of marketable products from 5 million tons in 2015 to 10 million

tons over the next few years.

In July 2016, in the presence of the President of the Russian Federation Vladimir Putin, the

Ammonia-4 unit was put into operation. The main characteristics of the project are presented in table 01.

Table 01. Characteristics of the ammonia-4 investment project

Site Capacity Deadlines Investments | Current status
In 2015, the bulk of work Installation of

Acron PJSC 700 thousand required for commissioning equipment and

Veliky Novgorod, | tons of activities with the goal to site improvement

) , : $ 450 min. .

Russian ammonia per produce end product in the is completed,

Federation year first half of 2016 was commissioning is
completed. finalized

The main characteristics of the project:

= design capacity of the new unit “Ammonia-4” is 700 thousand tons per year; after its
commissioning, the total capacity of the enterprise for the production of ammonia will increase
to 2.6 million tons per year;

=  The new ammonia unit is 11% more efficient than the existing ones - gas consumption will

amount to 938 cubic meters. m / t.

Additional volumes of ammonia will allow to fully meet the growing needs of the enterprise in the
nitrogen raw materials, as well as open up broad prospects for further capacity expansion.

In 2015, the first stage of the Oleniy Ruchey mine was commissioned at full capacity.
Construction of the second stage of the Oleniy Ruchey mining and processing complex is in the final
phase.

The project reached a production volume of 1.1 million tons of apatite concentrate per year, which

not only fully covers the needs of Russian chemical plants of the Acron Group reaching the amount of
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about 750 thousand tons per year, but also allows the Group to be a major supplier of apatite concentrate

in the market. The main characteristics of the project are presented in table 02.

Table 02. Characteristics of the investment project of the Oleniy Ruchey mine

Site Capacity Deadlines Investments Current status

Construction of the
first stage is
completed, the
design and

First stage - 0.9 min
tons of apatite
concentrate per year

Planned budget - $

North-Western 262.1 million 1.1 billion,

Phosphorous . tons of apatite- | including .

(realized). . . construction of
Company, First and second nepheline ore infrastructure (plus facilities for the
Murmansk (P205 - 42.7 more than $ 850

stages - 2.0 min tons second stage of the

Region, Russia . million tons million alread .
g of apatite ) invested) y MPP and additional
concentrate per year infrastructure are
underway.

As long ago as at the end of 2016, the use of ore from the underground mine began, and at the end
of 2017 an enriching plant was expanded. In 2016-2021 production volumes of apatite concentrate will be
systematically increased against the background of increased mining at the underground mine. In 2018,
construction of the Oleniy Ruchey mine, which is being implemented by North-Western Phosphorous
Company, is expected to continue.

The implementation of the potash project Talitsky MPP remains in the sphere of interests of Acron
PJSC, but today it is in the process of searching for partners and project financing mechanisms. The main

characteristics of the project (table 03):

= the project is aimed at satisfying its own needs of 600 thousand tons per year, and at selling
potassium to the market;

= salts reserves are enough to develop the field for about 40 years;

= the deposit is favorable for exploitation due to shallow occurrence, developed infrastructure and
high-quality ore.

Table 03. Characteristics of the investment project "Talitsky MPP"

Site Capacity Actual reserves Investment Current status
CJsC of the MPP is 2.0 - Planned budget is $ L P '
- 726.1 million tons - . buildings are
Verkhnekamsk | million tons of . 1.7 billion, without
. . of potassium salts . constructed and
Potash potassium chloride - license cost .
(K20 - 163 million | . . equipment
Company, per year, followed (including $ 150
. . tons, KCI - 258 - necessary to start
Perm Region, by an increase to - million already . -
. - million tons) . freezing and drilling
Russia 2.6 million tons per invested) .
of the shaft is
year. .
installed
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Acron PJSC maintains a long-term goal of vertical integration into potash raw materials and the

realization of this project, however, given the changing global market situation, potash integration is not a

top priority for Acron PJSC.

The main results achieved by the investment program implemented in 2005-2017 as part of a

vertical integration strategy:

= increasing of complex fertilizers production profitability and competitiveness due to replacement

of mineral raw materials purchased from third parties with their own (23% of Acron's PJSC
EBITDA in 2017 fell on Oleniy Ruchey mine);

= increase in the production of commercial product in 2015-2017 by 36% - to 7.3 million tons -

and guaranteed further growth in production in the coming years.

Thus, the key objectives of vertical integration strategy were successfully achieved, and the future

strategy of Acron PJSC requires transformation Acron PJSC plans to work out an updated strategy of

development in 2019. Creation of a new long-term investment program as part of the updated strategy

will be based on maximizing the use of existing potential of processing raw materials (ammonia, apatite

concentrate) into end products, as well as developing production of types of products and their

distribution.

5.2. Factors of formation and content of the investment policy of Acron PJSC

Factors shaping the investment policy of Acron PJSC are presented in table 04.

Table 04. Factors of the formation of investment policy of Acron PJSC

Factors

Acron PJSC

Financial and economic situation

Has stable financial position and is also one of the leaders in the
industry.

Market niche conditions, (volume,
quality, price)

Trends in the market are positive. In terms of import substitution
and the search for new markets, the industry has high prospects
and demand

Technical level of production,
unfinished construction and not
installed equipment

High level of production, unfinished projects are explained by
expansion of the industry, as well as by the increase in production
volumes

Leasing terms

The company has subsidiaries that deal exclusively with transport
services and use the services of leasing companies.

Internal funds and ability to raise
debt capital

The amount of borrowed funds exceeds the amount of internal
funds, however, the company is able to maintain solvency at a
high level and timely meet the requirements of creditors

Terms of financing investments in
the capital market

The company is more attractive for external investors, due to such
indicators as P / E, earnings per share

Benefits received by investors from
the state

Previously, projects were implemented jointly with the
government of the Novgorod region, but at present the
government has some claims to the company.

Commercial and budget efficiency
of new projects

All previously implemented projects were completed on time and
enhanced production volumes, and also had high social efficiency
for the area of location
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Terms of insurance and obtaining
appropriate guarantees of
investments against non-commercial
risks

A comprehensive co-insurance agreement was concluded with
VTB Insurance LLC IC, SOGAZ OJSC and Ingosstrakh 1JSC for
a total amount of over 48.8 billion rubles.

A number of existing risks and their impact on an investment project, including commercial risks
(construction, production, etc.) are assessed through a possible decrease in efficiency and expected return.
Such risks can be reduced by reserve capital creation, portfolio diversification, etc. It is possible to
combat the influence of non-commercial risks (natural disasters, accidents, etc.) with the help of
guarantees of the Russian Federation Government and investment insurance. To assess how liquid
investments will be, we weigh the probability of important changes in the external environment, market
conditions and the enterprise development strategy in the coming year. The impact of such changes can
reduce the profitability of individual projects and increase their riskiness, which will give potential
investors negative impression of the company. Often, when planning, it is necessary to provide for timely
exit from projects and to take appropriate decisions in time and reinvest free capital (Bek & Gadzhaeva,
2018).

The above reasons are quite weighty and indicate that it is necessary to timely assess the level of
investment liquidity in each individual project. And so, projects whose liquidity level is higher than the

others are accepted for implementation (Table 05).

Table 05. Content of investment policy of Acron PJSC

Demand Acron PJSC

Will the economic, scientific, technical and
social effect be achieved through the measures
applied?

Economic, scientific, technical and social benefits are
achieved through long-term investments.

Projects in which the company makes direct
investments are often chosen in terms of greater
scientific and technical efficiency.

The minimum investment should bring
maximum profit to the company.

Real investments are mostly made in projects that
combine both economic and social efficiency (new
production units that can create a large number of new
jobs)

Funds for the implementation of non-profitable
investment projects should be distributed
rationally.

Previously, projects were implemented jointly with the
government of the Novgorod region, but at present the
government has some claims to the company.

To improve the efficiency of projects
companies may resort to state support.

Company may resort to the help of international
financial and credit organizations and private
foreign investors to finance projects.

The company is more attractive for external investors,
due to such indicators as P / E, earnings per share

Efforts to minimize risks associated with the The company has no reserve capital, but at this time it
implementation of specific projects has not yet approved a new investment strategy

The company often uses illiquid investments, but this

Liquidity of investments should be ensured. is due to the specificity and complexity of fixed assets

Measures taken for implementation must
comply with the regulatory legal acts of the
Russian Federation regulating investment
activities.

The investment policy of the enterprise complies with
the norms of the Russian legislation governing the
investment activities of Russia
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Table 05 presents the results of how each of the factors is taken into account by the analyzed
company (Reverte, 2012).

6. Findings

6.1. Assessment of the investment attractiveness of the company
Let us consider in greater detail the indicators that external investors pay their attention to when

making decisions about the investment attractiveness of a company (Figure 01 and Table 06).

700 7 #N i h b
500 1 # Net earnings per share, rub.
500 -

400 - Dividends per share, rub.
300 -

200 -

100 - m Total dividend payout, bin.

0 rub.

Figure 01. Acron PJSC investment attractiveness indicators, which characterize the dividend policy in
2015-2017.

Thus, Acron PJSC has fairly high indicators of investment attractiveness, the increase in which
during the period under review shows that the company is developing quite steadily and increases its

production volumes.

Table 06. Indicators of investment attractiveness on the securities market of Acron PJSC

Indicator 2015 2016 2017
Earnings per share, rub | 2641.63 2241.96 2384.03
P/ E ratio 10.29 5.47 11.4
Dividend yield at the

end of the year.% 4,76 6.99 13.75
The ratio of internal 37.40 34.55 3757
funds

Debt ratio 62.60 65.45 62.43

The P / E ratio shows how many years the company's profit will cover the cost of buying its
shares. The higher this indicator, the less attractive the stock is in terms of its current profitability, and its
very low value may indicate hidden (or obvious) threats to the company, ambiguity of its development
prospects or some kind of uncertainty. Acron PJSC has good ratings and analysts' forecasts are stable. For
comparison, the investment attractiveness of Acron PJSC is comparable to the investment attractiveness
of its competitor - Uralkali PJSC (Table 07).
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Table 07. Indicators of investment attractiveness of Acron PJSC and Uralkali PJSC

T Uralkali PISC Acron PJSC

2016 2017 2016 2017
Net earnings per share, rub. 67.48 38.16 653.15 339.43
Dividends per share, rub. - - 250 532
Amount of dividend paid, bin rubles - - 22 40
Earnings per share, rub. 107.72 120.54 2241.96 2384.03
P/ E ratio 2.45 3.08 5.47 114
Dividend yield at the end of the year,% | 0 0 6.99 13.75
Ratio of internal funds 3.05 12.66 34.55 37.57
Debt ratio 96.95 87.34 65.45 62.43

From the data of table 07 it follows that Acron PJSC has fairly high indicators of investment
attractiveness, since this company has a net profit per share higher than that of Uralkali PJSC. We also
see that, unlike Uralkali PJSC, Acron PJSC consistently pays dividends to its shareholders, however, at
Uralkali PJSC, this is due to the consequences of the mine accident and the process of recovery from the
accident. It should be noted that debt ratio of Uralkali PISC is too high even in comparison with the usual
rate in this industry (about 70). In turn, this indicator at Acron PJSC fits well with the industry average
indicators.

Thus, investment policy of Acron PJSC is promptly adjusted in accordance with the development
strategy and financial capabilities. Given the stable financial situation, sufficient level of profitability and
investment potential of the entire industry, the company can well afford the implementation of its
investment policy, in particular its bias towards the expansion of production.

But while developing the investment policy, Acron also has a number of problems:

1) high level of borrowed funds which reduces the creditworthiness of the company and may
impede the attraction of new sources;

2) sanctions imposed on Russian companies and crisis manifestations in the economy contribute to
increasing the influence of risks, requiring a more thorough assessment, as well as reducing the demand
for products and the loss of customers;

3) consolidation of interests of strategic investors owning large blocks of shares that can pursue

different goals.

6.2. Improvement of the chemical industry investment policy
From the above, we can conclude that analysis and control are key concepts in the formation and
improvement of investment policy. However, powerful software allows providing swift high-quality
analysis and control. Modern automation technologies make it possible to work simultaneously with
many investment projects, to monitor the stages of their implementation, to make quick and timely
analysis. Among the popular and technologically relevant programs the following ones can be named:
PROJECT EXPERT 6 Professional, INVESTOR, Alt-Invest 3.0, COMFAR. Their use in the

implementation of investment policy will allow saving money and labor resources of the company,
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improving the quality and speed of analysts and managers work. Consequently, application of updated
software products will be one of the directions for improving the investment policy of the company.

Special attention should be paid to monitoring the effectiveness of the company investment policy
implementation. This type of control determines the final results of investment activities and is of a
strategic nature. The use of current methods of control will help to avoid adverse effects for the
organization, reduce economic risks and adapt their actions in time (Kelchevskaya, Chernenko, &
Popova, 2017).

Proposals for improving the investment policy of Acron PJSC and justifying their effectiveness
can be formulated as follows:

1) Boost investment in research and development due to high-tech nature of chemical industry and
presence of competitors. It is necessary because of the high-tech nature of mineral fertilizer industry and
if companies stop paying due attention to this investment issue, they will very quickly begin to lose their
leading positions. It is also very important that companies continue to carry out research and invest in
research in order to identify ways and methods of improving the environmentally-friendly production
(this criterion is one of the main ones in the implementation of the investment policy of chemical
enterprises).

2) Pay more attention to attracting private investors, because self-financing is not fully applicable
for companies in this industry due to the high cost of technology and equipment, as well as the high level
of borrowed funds.

3) Control the expenditure of funds for investment activities, fixation of the required funding limit,
timely elimination of deviations and analysis of their causes. This helps to detect all deviations in time,
analyze them, identify the causes of these deviations, as well as find ways to correct deviations; It also
helps to control the process of investment activity and analyze the nature of the deviations and their
consequences for the corporation.

4) From the point of view of restrictions on the cost of financing sources, a thorough and
comprehensive analysis of investment projects and their effectiveness in forming the investment policy it
will help determine the profitability below which projects cannot be accepted for implementation by the
company. It is important because it is necessary to try to take into account all possible risks and positive
and negative consequences of the adoption of the investment project. The more implementation options
will be modeled before implementation, the fewer unforeseen events during implementation can occur
and all future cash flows will be estimated closer to real numbers. It is also important to build a certain
reserve capital in case of unforeseen events and minimize their consequences.

5) Investing in environmental programs that will allow the company to increase its
competitiveness and strengthen its position in the industry.

6) Attract foreign investment. In view of the introduction of sanctions against Russian companies
and general economic recession, there is a problem of a lack of foreign investment in Russian economy. It
is very important in the conditions of existing sanctions to continue the search for ways to sell products
both in the domestic market and by attracting foreign investment, concluding long-term contracts
guaranteeing implementation over the next few years, as there are no prerequisites for the cancellation of

sanctions.
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7. Conclusion

Recommendations for improving the investment policy of the company under consideration are
developed with due regard to the results of the analysis of external factors, results of the financial
condition analysis and analysis of its investment attractiveness.

Measures recommended above will provide an opportunity to improve the efficiency and quality
of the implemented investment policy of the company.

The main principles in the improvement of investment policy are relevance and intensity of the
methods used. Investment policy is associated with high risks, and at the same time it plays a key role in
the development of a company. And it is for this reason, that its continuous modernization gives the
company the opportunity to maintain high competitiveness, actively expand its production and increase

profits.
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