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Abstract 

 

Purpose: The purpose of this paper is to develop a model for determining the rental income 

from fixed assets of an enterprise in an undeveloped market. 

Design/methodology/approach: The rental income is determined using the iteration 

method and the simulation method in the cost-based approach model. Findings: In this 

research, a model for market rental rate calculation in conditions of limited supply was 

developed. The model is based on the selection of the market rental rate, at which the present 

value of the cash flows from the rent of the surplus specialised and non-core assets of an 

enterprise will be equal to the predetermined market value of such property. Thus, the 

approximation of the cost of excess and non-core for a business property using cost and 

income approaches will allow the owner to return investments in the fixed assets of the 

enterprise that are not involved in the main business processes, and get the expected rate of 

return on such assets. When selecting the market rental rate, the uncertainty of the initial 

data of the model was taken into account by constructing scenarios using the simulation 

algorithm. Practical implications:  The obtained value of the rate of return on equity for cash 

flow can be used in the calculation of the present value of cash flows of the rental income. 

Originality/value: The paper clarifies the market rental payment for property classified in 

the segment with a limited number of offers. The paper calculated the discount rate on the 

models of the CAPM and the WACC and received rental income for the transfer excess and 

non-core assets for rent. 

 

Keywords: Asset valuation, Market value of the rent, Rental payment, Simulation modelling 
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Introduction 

In the post-crisis period, when the 

company's cash flows slow down the 

growth rate, the management of specialised 

surplus and non-core assets will help to 

maintain the competitive position of the 

company in the market, and in the most 

successful cases, to bring an increase in the 

market value of the equity. Excess and non-

core property, as a rule, requires 

maintenance costs (including tax payments) 

and is not involved in the generation of 

income of the enterprise. The lease of such 

property will allow the company to cover 

the necessary operating costs and increase 

the non-operating profit of the company. To 

offer this property for rent, the owner will 

be required to assign a market-based rental 

rate. 

 

The scientific novelty of this research is in 

presentation of a model taking into account 

risk analysis for the implementation of the 

method of assessing the market rental 

payment for surplus and non-core property 

of the enterprise, developing a methodology 

for determining the market rental payment. 

 

 

The paper solves the problem of 

justification of the market rental payment 

using the method of iterative calculations in 

the framework of the cost and profitable 

approaches. The proposed step-by-step 

algorithm for determining the rental income 

is suitable for defining the market rental 

payment for specialised surplus and non-

core assets of the enterprise in an 

underdeveloped market. 

 

The paper deals with fixed assets that are a 

business forming unit (part of the property 

complex) at industrial enterprises of 

chemical, coal, oil and gas and other 

industries. Specialised assets are defined in 

paragraph 14 of the FSO No. 10 (2015) as “a 

set of technologically related objects that 

are not presented on the market as an 

independent object and have a significant 

value only as part of the business”. Non-core 

assets are defined in the Order of the 

Government of the Russian Federation 

(2017) as “assets owned by a commercial 

legal entity on the right of ownership, the 

presence / alienation (in any way) of which 

cannot affect the implementation of the 

enterprise’s development strategy”. 

For example, in chemical industry about 

70 % of the initial balance cost is contained 

in machines, chemical equipment and 

pumps, another 20 % is contained in real 

estate (buildings, facilities and tanks).  

 

It should be noted that specialised property 

does not have an independent utility for 

continued use. The use of specialised 

property as a part of the entire production 

complex determines the usefulness of such 

assets. The rented objects can have an 

independent utility only in liquidation 

proceedings. However, the authors in the 

framework of this paper do not consider 

such situation. 

Literature Review 

The chosen research topic extends the Value 

Based Management (VBM) approach, since 

the company increases cash flows by leasing 

specialised surplus and non-core property. 

The principles and methods of VBM are 

widely used in many corporations in 

different countries. The works of the 

founders of two consulting companies 

(Stewart, 1991; Rappaport, 1999) were 

main catalyst for the development of the 

VBM approach. In these works, an attempt 

is made to rethink the main role of hired 

managers of the company, which, according 

to the authors’ opinion, is to create and 

increase the value of the company in the 

interests of its owners. Recognition of this 

purpose means the need for the next review 

of corporate strategic guidelines, as well as 

criteria for assessing the efficiency of the 

fixed assets in-use that are at the disposal 

and control of company’s managers 

(Izmaylov and Kobzev, 2019). 

 

Surplus and non-core assets without 

management outflow the company’s 

resources, while the option of leasing such 

assets will solve this problem. 

 

Works by Damodaran (1996; 2002) raise 

the issue of increasing the cost of equity 

through the management of excess assets. 

Such assets may generate additional rental 

income. However, the author does not 
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consider the issue of setting a market rental 

rate for such assets of the enterprise. 

 

In the book by Ozerov and Pupentsova 

(2015), an algorithm for calculating the 

rental rate of the real estate is given. This 

algorithm is applicable to commercial real 

estate objects in the established rental 

market. 

 

Pupentsova and Livintsova (2018) in a 

research propose an algorithm for 

determining the market rental rate of the 

commercial real estate in a developed 

market with a sufficient number of 

analogous objects. 

 

In the Federal valuation standard (FSO 

No. 10, 2015), it is proposed to apply the 

methods of the cost approach to assess 

specialised property. 

 

In the methodology of Gazprom, PJSC 

(Yatsenko, 2012), when determining the 

rental payment of excess property, only the 

lessor's costs and the rate of profit are taken 

as the basis. Moreover, the rate of profit is 

justified by federal and domestic norms of 

the enterprise. 

 

In the works of the above-mentioned 

authors, not enough attention is paid to the 

procedure of assessment of the rental 

income from the specialised assets in an 

underdeveloped market. 

 

It should be noted that the issue of assigning 

market rental payment for such specialised 

assets, despite its relevance, is not disclosed 

in the normative documents on property 

valuation and in the works of the authors 

(Grigoryev and Kozin, 2006; Rhaiem et al., 

2007; Bukharin et al., 2011; Bakhvalov et al., 

2015; Shabrova et al., 2017; Kozlov et al., 

2017; Fitz-Gibbon, 2018; Konowalczuk, 

2018). 

 

Jansen van Vuuren (2016) argues that the 

profits method, specifically a discounted 

cash flow (DCF) based profits method, 

should be the preferred method of valuation 

when valuing specialised property than the 

cost approach in taking into account 

systematic and unsystematic risk. 

A description of the methodology 

The specialised assets of an enterprise are 

limited to a specific type of functional use 

and have a closed, non-competitive, passive 

or asymmetric market, or none at all. When 

evaluating such assets, a limited set of 

approaches, methods and valuation 

techniques can be applied. They often 

require modification or revision. 

 

According to the valuation methodology, the 

market property rental rate is determined 

by the methods of comparative, cost and 

income approaches. In practice, the most 

commonly used comparative approach is 

based on information about similar 

transactions (offers to rent transactions), 

which implies the existence of a well-

developed market. If there are no data on 

the rental rates typical for the lease of 

specialised excess and non-core property of 

the enterprise, the comparative approach is 

not applicable. 

 

From the point of view of the cost approach 

when determining the rental rate, the lessor 

intends to ensure the return of capital and 

income on capital invested in the creation of 

the object. To determine the rental rate, it is 

necessary “at the first step to assess the 

market value of the rented object by the 

methods of the cost approach (of course, 

taking into account the profit of the 

developer's project and the value losses due 

to wear and obsolescence). If the new owner 

has purchased an object for use as a 

financial asset, then as a property owner he 

will accept the evaluation of the object by 

the method of comparative analysis of 

transactions. For a typical lessor, it is 

advisable to determine the market value at 

this first step using both cost-based and 

comparative approaches. At the second 

step, the appraiser finds the potential total 

income and rental rate at the known value 

of the object and the market rate of return 

on capital” (Ozerov and Pupentsova, 2015, 

pp. 291-292). 

 

To determine the market rental rate by 

using the income approach, it is necessary 

to determine the maximum allowable for 

the tenant “the value of the rental rate, 

based on his ideas about the permissible 
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value of the expected business income, 

which he would consider possible to give for 

the use and ownership of the rented 

property extracting these revenues. Here 

the annual income from the business of a 

typical tenant is necessary to distribute 

between all types of factors of production, 

isolating the amount “generated” by the 

rented specialised property, that is, 

determining the “additional productivity” of 

improvements on the residual principle. 

This amount (“additional productivity”) will 

determine the amount of market rental rate 

of a typical tenant for the use of the object 

during the relevant period” (Ozerov and 

Pupentsova, 2015, p. 292). As a rule, the 

income approach is not used for 

determining the market rental rate, since 

the allocation of the total amount of income 

and expenses of the part that is directly 

related to the estimated specialised asset is 

associated with a large error. 

 

Let us consider the algorithm for calculating 

the market value of rental rate for 

specialised property, including real estate 

and technological equipment, which is 

excessive for business. The implementation 

of the algorithm includes iterative 

calculations, that is, multiple calculations on 

the argument x (rental rate). The iterative 
process of solving the equation f(x) = 0 

consists in a sequential refinement of some 

initial approximation of x0. The sequence of 

approximate values of the root: x1, …, xn, is a 

result of iterations. If these values with an 

increase in the number of n iterations 

approach the exact value of the root x* (that 

is lim
�→�

�� → �∗), it is said that the iterative 

process of the solution converges, 

otherwise, it diverges (Bakhvalov et al., 2015, 

p. 326).  

 

Calculation steps will be considered further: 

 

1.  First of all, the full cost of the expenses of 

reproduction (replacement) of rented 

specialised production assets must be 

calculated in order to determine the market 

value of the rental payment rate of 

specialised objects. Next, the presence or 

absence of external wear should be 

identified. The value of the costs of creating 

the entire production complex needs to be 

determined. 

 

The cost of reproduction (replacement) of 

leased specialised assets is determined by 

the methods of comparative and / or cost 

approaches. Physical and functional wear is 

assumed to be zero, since, most often, under 

rent agreements, all expenses associated 

with the payment of current and capital 

repairs are paid by the tenant 

independently. The reproduction costs 

should be adjusted by the amount of 

external wear, if any. 

 

2.  The discount rate (the rate of return on 

capital) is determined. As a rule, the rate of 

return of rental cash flows will be lower 

than the rate assessed for the enterprise 

industry due to a lower risk premium and a 

different capital structure from the 

business. 

 

3.  The value of rental income is entered in 

the initial approximation of x0. 

 

4.  The amount of operating expenses (at 

least, property tax and management 

expenses) is calculated. 

 

5.  The cash flow is constructed for the 

assigned approximate rental income. 

 

6.  The minimum and maximum values of 

the main factors in the model are forecasted. 

 

7.  Scenarios are formed and the calculation 

of the preliminary current rental payment is 

made. 

 

8.  An iterative calculation of the rental 

income is made, in which the present value 

of cash flows is equal to the market value of 

the specialised property of the enterprise 

for each scenario. 

 

9.  The market rental rate range is 

determined and the rental value 

distribution is constructed. 

Results and Discussions 

Based on the experience of assessing the 

assets of enterprises, the revalued value of 

non-current assets may exceed its book 

value several times. The owner needs to 

compensate for the return of capital on the 

reproduction of assets, so the use of book 
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value as a basis for determining the amount 

of rental payment for specialised property is 

not acceptable. First, it is necessary to 

calculate the full cost of the reproduction or 

replacement of rented specialised 

production assets due to determining the 

market value of the rental payment of 

specialised objects. Next, the presence or 

absence of external wear should be 

identified. It is necessary to determine the 

value of the cost of creating the entire 

production complex. The methodology of 

determining the cost of reproduction 

(replacement) with the use of comparative 

and cost approaches, as well as methods for 

identifying and calculating the amount of 

external wear are not considered in the 

current study. Detailed approaches and 

methods of assessing the market value of 

assets can be found in any methodological 

publication on the valuation of assets, for 

example, in (Ozerov and Pupentsova, 2015; 

Bakhvalov et al., 2015; Damodaran, 1996 & 

2002; Rhaiem et al., 2007; Bukharin et al., 

2011; Yaskevich, 2005; Zelenski, 2008; 

Grijalva et al., 2018; Sharov & Schneiderman, 

2015; Giglio et al., 2015; Gloukhov et al., 2014; 

Bril et al., 2019; French, 2004; French 

and Gabrielli, 2018; Demidenko & Malevskaia-

Malevich, 2020). 

 

The discount rate is determined for the 

invested capital according to the WACC 

(weighted average cost of capital) model 

(Damodaran, 1996 & 2002; Rhaiem et al., 

2007; Bukharin et al., 2011; Magni, 2015; 

Zhukov, 2018): 

 

( )1o m rurY M Y Ye M= ⋅ + ⋅ − ,     (1) 

 

where  

 

YO – the weighted average rate of return on invested capital; 

Ym – the rate of return on borrowed capital; 

M – the share of borrowed capital;  
Yerur – the rouble rate of return on equity. 

 

The rate of return on equity is determined 

by the modified САРМ model (capital assets 

price model). The algorithm for calculating 

the rate of return on equity is given in 

(Sharpe, 1970; Bukharin et al., 2011; 

Galevsky, 2019; Qoqiauri & Qoqiauri, 2019): 

 

( )$ max 1 2 3rf rfYe Y Y Y S S Sβ= + ⋅ − + + + ,     (2) 

 

where  

 

Ye$ – investor's expected rate of return on equity; 

Yrf – the risk-free yield (in the US); 

β – the beta-ratio; 

(Ymax – Yrf) – the market premium for equity risk (in the US); 

S1 – the premium for country risk (for example, Russia compared with the US); 

S2 – the premium for a small capitalisation; 

S3 – the premium for the specific risk of the assessed company. 

 

Despite the fact that a large share of the 

property falls on specialised equipment, the 

size of the beta-ratio (β) is chosen for the 

“Real Estate (Operations & Services)” 

industry. Such choice is because when 

renting equipment, the industry (chemical, 

coal, oil & gas and etc.) risks are minimised 

and become the most similar to the risks 

when renting real estate. 

 

The specific risk is assumed to be 0 %, since 

the object of the study is the property 

complex, which has no specific risks. 

 

The transition to the rouble norm is carried 

out, taking into account the assumption that 

the excess of the absolute value of the rouble 

cost of capital (Yerur) over the US dollar (Ye$) 
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is equal to the excess of the yield of Russian 

government long-term bonds denominated 

in roubles (Rrur) over the yield of Eurobonds 

(R$), and is made according to the formula: 

 

( ) ( )
( )

$

$

1 1
1

1

rur

rur

R Ye
Ye

R

+ ⋅ +
= −

+
.      (3) 

 

The cost of borrowed capital is determined 

at the level of interest rates on loans issued 

by banks to non-financial organisations for 

a period of more than three years. 

The initial data for calculating the rate of 

return on equity are given in Table 1. 

 

Table 1: Indicators for calculating the discount rate on the CAPM model (January 2021) 

Name of indicator 
Target 

value 
Definition base / Source 

Reference 

to a source 

The risk-free yield – Yrf 1.66 % 
30-year US Treasury bonds yield, 

% 

Daily Treasury 

Yield Curve 

Rates 

The market premium for equity 

risk – (Ymax – Yrf) 
4.43 % 

Excess of the yield of shares of 

public companies over the yield 

on US Treasury bonds for the 

period from 1928 to 2020 

Damodaran, A. 

The beta-ratio without financial 

leverage – β 
0.71 

Damodaran industry (US): Real 

Estate (Operations & Services) 
Damodaran, A. 

The country risk premium – S1 2.13 % 

The long-term credit rating of 

Russia established by 

international rating agencies is 

used 

Damodaran, A. 

The small capitalization 

premium – S2 
1.75 % 

The difference between the 

average return on investments in 

the US stock market and the 

average return on investments in 

the company's business with a 

particular capitalization 

Ibbotson, R. & 

Harrington, J. 

The yield of Russian government 

long-term bonds denominated 

in rubles – Rrur 

8.38 % 

OFZ-46020 repayment 

06.02.2036,  

Ticker: RU000A0GN9A7 

Markets now 

The yield of Eurobonds 

denominated in dollars – R$ 
5.32 % 

Eurobonds of the Russian 

Federation 2047 repayment 

23.06.2047, Ticker: RU000A0JXU14 

Markets now7 

Source: Compiled by the authors. 
 

The transition from the beta-ratio excluding 

financial leverage to the beta-ratio taking into 

account the financial leverage is not 

performed, as the cash flows of the model are 

built before taxation. The rate of return for the 

currency cash flow on the CAPM model, 

calculated before tax, will be: 

 

Ye $ = 1.66% + 0.71 × 4.43% + 2.13% + 1.75% = 8.69 %. 
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Then, the rouble rate of return on equity on the CAPM model for cash flow calculated before taxation 

will be equal to: 

 

Ye rur = (1 + 8.69%) × (1 + 8.38%) / (1 + 5.32%) – 1 = 11.84 %. 

 

The following input parameters are accepted 

for the WACC investment rate: 

 

– the cost of borrowed capital is determined on 

the basis of interest rates on loans for more 

than 3 years issued in roubles. According to the 

Central Bank of the Russian Federation, it is 

equal to 6.48 % (Banking Bulletin, 2021); 

– the target capital structure for the Real Estate 

(Operations & Services) industry according to 

(Damodaran, 20214) is 40.79 %. As mentioned 

above, the choice is due to the fact that when 

renting the risks of the industry (chemical, 

coal, oil, etc.) are minimized, and become most 

similar to the risks of renting real estate. Then 

the optimal share of the debt capital for the 

selected industry corresponds to 28.97 %. 

 

Thus, the rate of return on invested capital 

under the WACC model for pre-tax cash flow, as 

a weighted average of the capital structure, is: 

 

Yo = 11.84% × (1 – 28.97%) + 6.48% ×28.97% = 10.29 %. 
 

Operating expenses	 of an enterprise that 

leases specialised property include property 

tax and management costs. In the framework 

of the study, an assumption is introduced that 

under the terms of the lease agreement the 

tenant carries out the current and major 

repairs. Therefore, the repair costs are not 

taken into account in the construction of cash 

flows. 

 

Property tax according to the Tax code of the 

Russian Federation is 2.2 % of the average 

annual value of the property (Article 380 

of the Tax code of the Russian Federation). 

Management costs are usually determined by 

the level of expenses of management 

companies, which for real estate are from 4 % 

to 25 % of the revenue. Large values of 

management costs are associated with the 

need for advertising, searching for tenants and 

the organisation of public services. 

 

To calculate the depreciation, weighted 

average period of economic life (WAL) is 

determined according to the formula 

(Pupentsova et al., 2017): 

 


�� =
∑ �����×�����
�
���

∑ ����
�
���

,      (4) 

 

where  

 

TRC – the total cost of reproduction or replacement of property and equipment; 

t – the number of property and equipment; 

Pel – the period of the economic life of the property. 

 

Cash flows for the entire forecast period are 

calculated. The amount of rent is entered in the 

first approximation, for example, 10 % of the 

market value of the leased objects. An annual 

increase in rental payment at the level of 

inflation is planned to lay in the lease 

agreement. Inflation is accepted according to 

the data of the Ministry of economic 

development of the Russian Federation 

(Forecast of social and economic 

development, 2019). 

 

At the next step, the range of the following 

factors is determined:  

– the market value of a property: from 90 to 

110 million c. u. (1 с. u. = 1 Euro); 

– average property amortization period: 

from 25 to 35 years;  

– forecasted growth rate of cash flows: from 

4 % to 4.5 %; 

– property management costs: 4 % to 5 % of 

effective gross income. 
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The specified ranges are entered based on 

market monitoring. It should be noted that 

within the given ranges, the factor can take 

any value with the equal 

probability. Therefore, when modeling, a 

uniform discrete distribution is chosen. 

 

Simulation modeling is applied using the 

Monte Carlo method (Gromova & 

Pupentsova, 2020; Chen et al., 2018). For 

the analysis, 10,000 scenarios are 

generated. The source data of the model in 

the scenario corresponds to a random value 

selected using the random number 

generator function in MS Excel from the 

specified above ranges. For each scenario, 

the present value of cash flows is calculated 

using the formula: 

 

 

n
n

n

j
j

Io

Yo

Vo

Yo
Vo

j

)1()1(1 +
+

+
= 

=

,      (5) 

 

Where 

 

Ioj – the cash flow of the j-th forecast period; 

Von – the property value at the end of the forecast period (reversion value); 

Yo – the discount rate determined by the WACC model; 
n – the forecast period, years. 

 

Gordon's model is used to calculate the 

reversion (Bukharin et al., 2011; Shabrova et 

al., 2017; Giglio et al., 2015; Michaletz & 

Artemenkov, 2019). The value of the property 

at the end of the forecast period is determined 

by the ratio of cash flow in the n+1 period to the 

capitalisation ratio, which is equal to the 

difference between the discount rate and the 

growth rate of cash flows in the post-forecast 

period (Ozerov et al., 2018). 

 

Since the market rent is determined on the 

basis of the condition that the invested capital 

should not only pay off, but also bring a regular 

income, the resulting current value of cash 

flows is reduced to the market value of the 

lease objects by selecting the market rental 

payment by iterative calculations. Table 2 

shows an example of calculation of cost of 

rental payment of the specialised assets based 

on the assumption that the cost of 

reproduction or replacement is equal to the 

market value of a property in range from 90 

to 110 million c. u., the average percentage of 

depreciation is equal to 1/Pel (Pel is taken from 

the range of 25 to 35 years), the rate of return 

is 10.29 %. The rate of return includes inflation 

and is adopted constant for the entire forecast 

period. Management costs are taken at the 

range from 4 % to 5 %. The average annual 

growth of cash flows for the last 2 years of the 

forecast period was in the range from 4 % to 

4.5 %. This level is also adopted for the post-

forecast period. 

 

Table	2:	The	determination	of	the	market	rent	by	an	iterative	calculation	method	(scenario	1)	

Indicator	

Data		

at	the	

valuation	

date	

1	 2	 3	 4	 5	 6	 7	 8	 9	 10	
Post-	

forecast	

The value of 

the asset, 

million c. u. 

100 97 93 90 87 83 80 77 73 70 67 63 

Depreciation, 

million c. u. per 

year 

3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3 3.3 

Inflation, % 4.91 4.1 4.1 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 4.0 
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Indicator	

Data		

at	the	

valuation	

date	

1	 2	 3	 4	 5	 6	 7	 8	 9	 10	
Post-	

forecast	

Rental income, 
million c. u. per 
year 

6.53 6.80 7.07 7.35 7.65 7.95 8.27 8.60 8.95 9.30 9.68 10.06 

The estimated 

property tax, 

million c. u. per 

year 

– 2.16 2.09 2.02 1.94 1.87 1.80 1.72 1.65 1.58 1.50 1.43 

Management 

costs, million 

c. u. per year 

– 0.34 0.35 0.37 0.38 0.40 0.41 0.43 0.45 0.47 0.48 0.50 

Total costs, 

million c. u. per 

year 

– 2.50 2.44 2.39 2.32 2.27 2.21 2.15 2.10 2.05 1.98 1.93 

The operating 

income, 

million c. u. per 

year 

– 4.30 4.63 4.97 5.32 5.67 6.06 6.45 6.85 7.26 7.69 8.13 

Cash flow 

growth, % 
       

6.40 6.21 6.03 5.88 5.74 

Reversion, 

million c. u. 
          187.

6 
 

Present value of 

the net 

operating 

income,  

million c. u. 

39.48            

The present 

value of the 

reversion, 

million c. u. 

60.52            

The present 

value of the 

asset,  

million c. u. 

100            

Descent 0            

Source: Authors’ own study. 

 

For each scenario, an iterative calculation of 

the rental income is performed at which the 

present value of the cash flows is equal to the 

market value of the specialised and non-core 

property of the enterprise. The distribution of 

the obtained values of the market rental rate 

for such property is shown at Figure 1. 
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Source: Authors’ own study. 

Fig. 1: The distribution of the market rental income from fixed assets of an enterprise 

in an undeveloped market 

Simulation modeling of the calculation of the 

market rental rate made it possible to obtain a 

rental income range from 5.5 to 7.5 million c. 

u. per year. Therefore, provided that if “the 

invested capital should not only return, but 

also bring a regular expected income” (Ozerov 

& Pupentsova, 2015; Ozerov et al., 2018), 

then on the valuation date the market rental 

payment for specialised property with a 

probability of 68 % will be in a range 

from 6 to 6.9 million c. u. 

 

Conclusion 

 

The step-by-step algorithm for determining 

the rental income for defining the market 

rental payment for fixed assets of the 

enterprise in the market segment with a 

limited number of offers was proposed. The 

paper solves the problem of justifying the 

market rental rate for leased specialised 

surplus and non-core property using 

methods of the iterative calculation and the 

simulation modelling as part of the cost 

approach. 

 

The simplicity of use of the developed 

algorithm for calculating the rental payment 

rate for the considered property will allow a 

company’s managers to offer an economically 

reasonable result. The logic of the calculation is 

clear and understandable to managers at all 

levels. The rental payment rate is selected 

depending on the market value of such 

property, the rate of return on capital and the 

payback period of capital investments. Tax 

payments and management costs should be 

taken into account when building cash flows 

for the rental business. 

 

The result of the rental payment rate is 

sensitive to the rate of return on capital. 

Therefore, this paper focuses on the 

justification of the discount rate. The authors 

note that the discount rate is modelled for the 

Real Estate (Operations & Services) market. 

Such a choice is due to the fact that when 

renting specialised property, the risks of the 

industry are minimized and become most 

similar to the risks when renting the real 

estate. 

 

In addition, within the framework of the paper, 

the discount rate has been determined by 

using the models of the САРМ and WACC for 

the Real Estate (Operations & Services) 

industry as of January 2021: 
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– the rouble rate of return on equity on the 

model of the САРМ for cash flow calculated 

before taxation was 11.84 %; 

 

– the rate of return on invested capital on the 

WACC model was obtained at the level of 

10.29 %. 

 

The resulting value of the rate of return on 

equity for cash flow in roubles can be used to 

calculate the current value of cash flows of the 

rental income. 

 

It should be noted that the Monte Carlo 

simulation helps to predict the future state of 

the external environment with a given 

accuracy. This can be the basis for managerial 

decisions made in crisis conditions, when 

everything is changing rapidly. The method 

can be adapted for modelling any tasks from 

any industry. The main difficulty of this 

method lies in forecasting with sufficient 

accuracy the future values of the considered 

variables. 
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