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Financial Analysis of a Chosen Company

Abstract

This diploma thesis deals with the financial anialyd a selected company which operates
in the Czech Republic in the field of wholesaleisTthesis is focused on the evaluation
of the financial situation of the company in a sfed¢ime interval using selected methods
of financial analysis. This thesis together with e thintroduction, objectives
and methodology, discussions and recommendatiahshaconclusion is divided into two
main parts - the literature review and the prattmzat. The literature review deals with
the explanation of particular financial statemeraad financial indicators, which
are subsequently processed and applied in theigabpart. Furthermore, the practical part
describes the company profile, analysis of theasatidata and subsequently processed
financial analysis of selected indicators. Threenmgroups of indicators are used for
the analysis - absolute indicators, ratio indicattand differential indicator. For example
absolute indicators include horizontal and vertiealalysis of financial statements
and the group of ratio indicators includes indicatof profitability, liquidity and debt.
Based on the processing of basic financial statésr{ealance sheet, income statement) for
a specific time interval these indicators are daked. This thesis includes interpretation
and evaluation of calculated indicators includingmparison with sectoral data

and subsequently created recommendations for fuliheelopment of the company.

Keywords: financial analysis, financial statements, liquidibalance sheet, profitability,

financial ratios, horizontal analysis, vertical &, debt



Finan¢ni analyza vybraného podniku

Abstrakt

Predklddana diplomova prace se zabyva fémananalyzou vybraného podniku, ktery
obchoduje \Ceské republice v oblasti velkoobchodu. Prace je¢rama na vyhodnoceni
finanéni situace firmy v ufitém ¢asovém intervalu pomoci vybranych metod fitrdn
analyzy. Prace je spolu s ivodem, cili a metodglatiskuzi a doporenimi a za¥rem
roz&klena na dv hlavnic¢asti — teoretick&ast a praktick&ast. Teoretick&ast se zabyva
vyswtlenim jednotlivych finadnich vykaz a finarénich ukazatel, které jsou nasledn
zpracovany a aplikovany v praktick&asti. Dale je v praktické&asti popsan profil
spole&nosti, analyzovana odiwvova data a naslednzpracovana finami analyza
vybranych ukazatél Pro analyzu jsou pouZzityithlavni skupiny ukazatél— absolutni
ukazatele, pomrové ukazatele a rozdilovy ukazatel. Mezi absolutkazatele péi
horizontalni a vertikalni analyzadétnich vykana. Do skupiny porérovych ukazatel pati
ukazatele rentability, likvidity a zadluzenosti. tdyukazatele jsou vygitany na zaklagl
zpracovani zékladnich finamich vykas (rozvaha, vykaz zisku a ztraty) z&ité casové
obdobi. Prace obsahuje interpretaci a zhodnocgctgnych ukazatél véetnt porovnani

s odwtvovymi daty a nasledrnvypracovana dopoteni pro dalSi vyvoj spoteosti.

Kli éova slova:finaréni analyza, finaéni vykazy, likvidita, rozvaha, rentabilita, finami

ukazatele, horizontélni analyza, vertikalni analyzalluzenost
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1 Introduction

For effective management of the company it is resmgsto know its present conditions,
but also its history and development. Based onflecgunt amount of information about
the company's activities in the past, it is pogstol create business plans and subsequent
strategy for the future development of the compdapgr this reason, it is necessary
to implement a financial analysis of the companyaoregular basis because afterwards
the company owners can evaluate whether theiregiatplan was acceptable or not.
The financial indicators mainly read the historytbé company and assess the reasons

that caused either the positive situation or thgatiee, such as a loss.

For a qualified financial analysis, it is necesdarfrave verified input data such as balance
sheets, profit/loss statements, cash-flow statesnemid also notes to the financial
statements. Some companies create annual reptitd) wan be also served as input data
for analysis. Furthermore important factor is in&dr information that influenced
the company during the observed period. Based esetfacts, it is possible to determine

the consequences according to the calculated vafues financial analysis.

Analysed company is a company that operates inwhelesale and retail business.
The main reason for choosing this company is teetfat in the observed period of five
years the company was two years in a loss. Dukigdfdct, results of financial indicators

will be highly fluctuating and interesting for pessing.
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2 Objectives and Methodology

2.1 Objectives

The aim of this thesis is to assess the developmktiie chosen company in the time
interval 2015-2019. Consequently evaluate the atirfmancial situation and position

of the company. Chosen methods of financial analyse applied in order to assess
financial position and also to provide possiblepmsals of future development. The sub
goal is to gather the theoretical part in orderetglain covered terms and methods

of financial analysis.

2.2 Methodology

The diploma thesis is divided into two main partiterature review and practical part.
The methodology of literature review is based oailable specialized literature, journals
and internet sources. Used sources of informati@enralated to accounting, financial
statements, financial analysis and their methotls. dharacteristics of these fields are part
of the literature review. Explanations of formulasd indicators relating to financial
analysis are performed in a literature review aEgplained indicators are applied in

the practical part of this diploma thesis.

At the beginning of the practical part is descrilted company (chapter 4.1), on which
the financial analysis will be performed. Due te tbwners and due to the financial
situation of a chosen company, the pseudoiyainutTrade s.r.ois used for processing
this diploma thesis. This company was establiskthenmiddle of 2014, due to that fact
financial data are not comprehensive for the yédr2 This is the reason why the time
interval 2015-2019 was chosen. Financial dataHisrinterval are comprehensive.

Data for this analysis are obtained from the finanstatements, which are published
on the portal of Ministry of Justicew(vw.justice.cz) Basic financial statements are
in Appendices of this thesis (chapter 8) — balasiteets in a simply format 2015-2019
in Annex 1 and Annex 2, income statements in a irfgomat 2015-2019 in Annex 3.

Sectoral data, which are used for comparison wathutated values later on, are obtained

14



from the portal of Czech Statistical Officefw.czso.gzand from the portal of Ministry

of Industry and Tradenww.mpo.cgaccording to the classification CZ-NACE section G
division 46 — Wholesale trade, except of motor gkdsi and motorcycles. This section
is selected according to the business field of dbmpany WalnutTrade. Sectoral data

are introduced in chapter 4.2.

Furthermore, financial indicators are calculateccoading to the list of formulas.

All calculations, figures and processing of datantiomed above are processed
in Microsoft Excel. Final comparison and evaluatmfncalculated values, sectoral values
and recommended values from literature are perfdrmechapter 5. This chapter also

includes recommendations for further developmenihefanalysed business entity.
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3 Literature Review

The literature review is divided into three parihe first part deals with general
accounting information, which is mainly focused @&wrech accounting standards.
The second part deals with the principles of fimgncanalysis (users, sources
and approaches). The third part contains methodsimdicators of financial analysis.

Based on these financial indicators, the pracpeal is elaborated.
3.1 Accounting Framework

Beginning of accounting is related mainly to thevelepment of handicraft and later
on to the industrial production. There was a n@edrganize information on management,
commodities and liabilities into systematic unkstly, it was used in a very simplified

form. Traders and craftsmen needed to know if tlheisiness was profitable or not.
Secondly, this simplified version was not enoughd aaccounting has evolved

and improved to its present form (STOHL, 2011; HRAIKY et al, 2006).

Accounting is a written recording of information othe economic phenomena
of an enterprise in monetary units. Accounting lagprovide information of the frame
and movement of assets and liabilities. It alsovioles cost and revenue information.
It is very important to have an overview of the amioof funds invested in business and
subsequently of the achieved results of businessitas. From this we will find out
whether our business is profitable or not. For gdamaccounting has the following
functions: it provides information about the comyaneconomy, evidence in litigation,
information for decision-making, information forxtpurposes and accounting data allows

control the state of property and its managemenO¢iL, 2011).

Individual types of accounting are characterizedh®ir methods. Their results depending
on whom they are intended for. The company hasftom several interest groups whose
requirements are often different — owners, shadshs| public. It is not possible to meet
wishes of interested parties by one system of adooy For this cases structure

of accounting is as follows:
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e Financial Accounting;
e Managerial Accounting;
e Tax Accounting.
These subdivisions serve different objectives aedefore have different contents.

3.1.1 Financial Accounting

This term based on financial relationships (finafigi settled). Financial accounting
provides compact set of information about compaagsets and liabilities its costs and
revenues plus economic results - profit or losss Tiformation captures the relationships
of the company as a whole to the external envirarimesuppliers, customers, banks,
financial authorities, etc. These subjects are Ipaimerested in the overall financial
position of the company and its long-term efficipn€he company's financial accounting
provides balance sheet, income statement and ¢ashstatement. The main objective
of these statements is to present faithfully anuelstly assets, liabilities and to evaluate the
overall financial performance of the company. Fiahaccounting has to follow number
of rules and procedures such as those set outenEtlropean Union Directives, the
Accounting Act or the Czech Accounting Standards.this case, the only method
of valuation and presentation of accounting tratisas in a standardized accounting
period which is one year (PRRTK, 2009; STOHL, 2011).

3.1.2 Managerial Accounting

Managerial accounting collects and interprets imi@ion needed to formulate business
strategies, plan and control business activitieegiimize use of sources of information.

Contrary to financial accounting which deals witte tpast of the company, managerial
accounting is focused on the future and a large¢ gaals with forecasts and analysis
of future development. This are the process andgahares that create documents and
reports which help to management in the decisiokimggprocess of running the company.

On the other hand, managerial accounting can betedl@o the needs of the company and
does not need to be optimize to the law. The eiwauwt of managerial accounting depends

on the company in which it is used - according he tompany business, its size,

17



management style, culture, etc. Managerial accogns divided into three categories —
costing, budgeting and cost accounting (STOHL, 2HHRADECKY et al, 2006).

3.1.3 Tax Accounting

Tax accounting is primarily used to fulfil the catohs set by the state for tax liability.
The aim is to correctly calculate the income taxotirer tax assets and liabilities. Tax
accounting is particularly important in the US assicompletely separate from financial
accounting. In the Czech Republic and also in Eeirbpth systems are connected and tax

laws also affect the way of accounting in finaneietounting (PEKIK, 2009).

3.2 Principles of Financial Analysis

Financial analysis is the process of evaluatinginmsses, projects, budgets and other
finance-related entities to determine their perfanoe and suitability. Financial analysis
is used to analyse whether an organization is estaalvent, liquid or profitable enough
to warrant a monetary investment. Generally, &nsevaluation of the financial condition
of the company as a whole. This helps to assesshatha company is profitable, has
a good capital structure, uses its assets effigiamd if it is able to pay its liabilities, etc.
Financial analysis falls primarily in the area ofancial management but for processing,
mainly accounting data are used. For processiranfiial analysis there is a need to be
focus on the income statement, balance sheet ansh cHow statement
(KNAPKOVA et al, 2013; KENTON, 2019; STOHL, 2013).

Gitman (2012)highlights the connection between accounting aménite as follows:
‘The firm’s finance and accounting activities arlsely related and generally overlap.
In small firms accountants often carry out the fioa function, and in large firms financial
analysts often help compile accounting informatidgtowever, there are two basic
differences between finance aadcounting one is related to the emphasis on cash flows

and the other to decision making.’
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The analysis involves the identification of wealsess in the financial health of the
company which could then lead to problems and gthenwhich are related to possible
future measurement of the company's assets. Thesictimportance of financial analysis
is found not only inside the company, but is alssible from the outside. The internal
financial analyses show employees how to assessdimpany's liquidity or point out
the possibilities of focusing production. Anotheample might be that financial analyses
can come from outside and determine the investmentedit potential of an enterprise.
Regardless of the origin of the analyses, theilstace always or almost always the same
(RUCKOVA, 2011).

The main reasons of the financial analysis ar@k®is:

e Analyse current positon and development of the @mp

e Evaluate the impact of internal and external emrment;

e Tool for comparing results of analysis and for t@#ting;

e Comparison of actual achieved values of indicatotls expected values;

¢ Information useful for management of the companydecision making process

(PESKOVA et al, 2012).

Fridson and Alvarez (2002) determine the goal #evis: ‘The primary goal in financial
reporting is the dissemination of financial statenmse that accurately measure
the profitability and financial condition of a cowpy.’

3.2.1 Users

Information concerning the financial situation betcompany is not only for the director
and management of the company. This informatiarsexd by multiple users which can be

divided as internal and external users.

Internal users

Business managers, who use financial analysis €wecasting their business and
in consequence, make decisions on financial potir@nagement. Managers from the
inside of the company have all information ava#aliiom financial and managerial
accounting (VOCHOZKA, 2011).
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e Employees
The most important thing for employees is the cetyaof stable employment,
which means the company's prosperity and finansfability of the company.
On the other hand, employees have also intergsigaibilities of wages and social
benefits (RICKOVA, 2011).

e Managers
Managers make decisions according to common availddcuments and internal
documents. They use the information for long-tertang and operational
management. The processing of this informationsisduto evaluate the feedback
of management decisions and their consequence<ll&xc knowledge of the
financial situation of the company helps managerdecision making and can also
learn from it how to use financial sources of imfiation in the best possible way.
Assessment of the current financial position of ¢benpany is important in other

areas also - profit distribution, business valuatioorder to create a business plan.

External users
Business partners, creditors, investors, supplels, For these external users, financial
analysis provides information on the reliability the business, its stability and prospects
for cooperation. It is based on common availabléa da financial and accounting
information (MULACOVA et al, 2013).
o Competitors
As some part of yearly financial accounting docutseme public, competitors can
read useful information which they can use for carmmg with their results.
The main reason is to be better and ahead of timpetition. As it was mentioned
above, some financial documents are public andg @ni own management if they
will use public information for competitors anakysor not. The main subjects
for competitor analysis are about liquidity, salesfitability etc.
e Investors
Investors can verify by financial analysis thatitifands that have been invested
in the company are appropriately capitalized aretlygoperly. From the investors'

point of view, the main goal is to maximize the kwrvalue of the company's

20



equity. For this reason, they are primarily inteézdsin market value, profitability
and cash flow to long-term liabilities (RRKOVA, 2011).

e Business partners
Business partners mainly follow up indebtedness laqddity indicators of the
company. They focus on the ability of a companyéay for liabilities from its
business relations. For long-term suppliers, ad a®lfor prospects customers,
the stability of the company plays very importaoker Based on the knowledge
of the financial situation of the company, supmiethoose the most suitable
customers.

e Bank and other creditors
Information from financial analysis provides bamksother creditors with an easier
decision making process whether to grant a loamyhHat amount and under what
conditions.

e Government and institution
The state most often investigate the control obregal taxes and then uses this
obtained data from enterprises for statistical sysvand also monitors the financial
stability and development of enterprises. It fosupeimarily on the companies

to public procurement contracts were entrusted (MOZKA, 2011).
3.2.2 Sources

Data for financial analysis are drawn from variduancial and non-financial sources.
Among the financial sources belong balance sheeipme statement and cash-flow
statement. Notes to the financial statement andianmeport of the company play also
an important role in financial information. Sucdessprocessing of financial analysis
depends on the use of input information and itdityuand complexity (STOHL, 2013;
RUCKOVA, 2015).

‘Interpretation of financial information essentillamounts to analysing financial

statements and other financial data about a compangrder to assess and project its
performance and valuepointed out Helfert (2001).
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Balance Sheet
Views of accounting are characterized by two aspect
e The specific type of assets which the company mesjag
e Sources from which the property was acquired.
Assets are all property owned by the company antherother side liabilities and equity
represents how is the assets funded. Between thvessides the basic relationship is as

follows (balance equality):

Formula 1: Balance Sheet Equality

Total Assets = Total Liabilities and Equity

The balance sheet is a company’s financial statenoénits assets and sources
of information, which is carried out in writing florand at a specific point of time. There is
a certain chart of accounts and accounting policiteat based on the names
of the accounting items and the related values (51,Q2011; VOCHOZKA, 2011).

Table 1: Basic Structure of Balance Sheet

ASSETS LIABILITIES AND EQUITY

FIXED ASSETS EQUITY

» long-term intangible assets » registered capital

» long-term tangible assets » capital and reserve funds

» long-term financial assets » profit/loss from previous year

» profit/loss from the current year

CURRENT ASSETS LIABILITIES

» inventories > reserves

» long/short-term receivables » long/short-term payables

» short-term financial assets » bank loans
ACCRUALS ACCRUALS

Source: KLINSKY et al, 2012

Income Statement
Income statement is a written summary of incomegyeasges and profit or loss for
the specific period of time (most often per annuingaptures the movement of revenues

and costs. Information obtained from the incomeestant is an important element for
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the evaluation of corporate profitability. Incoméatement could take two forms,
horizontal and vertical. In vertical form revenwasl expenses are connected to each other
by area of activity, while in horizontal form reuess and expenses are allocated separately
(RUCKOVA, 2015). The basic entries of the income statenare:

Revenue — money brought into a company by its businesssidies. It could be known

as sales. It is calculated before any costs or resgse are deducted. Usually revenue
Is shown at the top item in an income statement.ti@&nother hand, financial income
includes interest, income from securities etc.

Expense — the cost of operations that a company incurredgetterate revenue. Operating
expenses depend on the amount of used materiaicegrpersonnel costs, taxes and fees,
or other operating expenses such as depreciatiprovisions (KENTON, 2019).

Stohl (2011) highlights the importance of revennd axpense as followdn any kind of
business, it is necessary to have an overview efaifmount of invested capital into
the business unit and the achieved results of basinactivities. In that case

the entrepreneur knows whether its business istpbdé or not.’

Revenues and expenses are divided into subgrodpdaasgs:
e Operating Activity;
¢ Financial Activity;
e Extraordinary Activity.
The operating result is considered to be the masgportant because it reflects

the company's ability to generate profit from issebusiness (BCKOVA, 2011).

Cash-flow Statement

The cash flow statement complements the balancst sinel income statement by another
dimension, cash sources. In the income statemenpaoy might report profit, but it can
be insolvent. The cash flow statement providesrmédion during the accounting period.
Cash flows are inflow (receipts) and outflow (exgeures) of payment instruments and
cash equivalents. Payment instruments include aashhand, valuables, cash on
the account, including any current account defaritl cash in transit. Cash equivalents
are for example short-term liquid assets (STOHIL2RICKOVA 2015).
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The cash flow statement is divided into three bparts:
Operating activities -the most important part of this statement. Opegadictivity part
allows to as certain to what extent the profit @wdinary activities corresponds to
the money actually earned. In this case, it is abmiresult of operating activities, but
also about changes in receivables from customéemges in liabilities at suppliers,
changes in inventory, etc.
Investing activities -this area shows not only the expense relating ¢oatiquisition
of fixed assets and the structure of such expergitout also the extent of revenue
from the sale of fixed assets.
Financial activities - external financing is assessed in this part of ¢ash flow
statement. In particular, movements in long-terpitedsuch as pay for a debt and face
up of other loans, cash flows related to movemémtequity - paying dividends,
increasing equity, etc. (R'FKOVA, 2015).

3.2.3 Approaches

The development of statistical, mathematical andonemic sciences provided

the possibility for a number of methods to evalutite financial health of a company
in financial analysis. The following aspects hawebe taken into account when selecting
the methods of financial analysis:

e Expediency - the analysis must match the predefined goal. limgortant
to determine in advance what purpose the resudtiradysis should serve. For each
company it is important to consider a different eétindicators and methods.
Interpretation must always be carried out sengitigsad with emphasis on possible
risks.

e EXxpensiveness the analysis needs a lot of time and qualified etien, requiring
additional costs. The return on these costs shdadreasonable. The depth
and scope of the analysis must be consistent with éxpected assessment
of the decision-making risks.

¢ Reliability - all available data have to be processed by highitgudhe more
reliable input information, the more reliable réswdf the analysis should be.

Approach for evaluation of according above mentibraspects which are connected

to economic processes through financial analyses divided into two approaches —
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fundamental analysis and technical analysisxdamental analysis (qualitative)based on
knowledge of economic and non-economic phenomdnaliés on subjective estimates
and on knowledge and experience of experts whasaatr using mathematical methods.
This analysis is based on a large amount of infitomaand draws conclusions without
algorithmic procedures. The output of this qual®tanalysis is the identification
or designation of the environment in which the camp operates. On the other hand,
technical analysis (quantitative)processes economic data that it uses for mathemhatic
and statistical methods. Subsequently, the resuisassessed from an economic point
of view. Both of these approaches are close to eattier because knowledge
of fundamental economic processes is needed toaeathe results of technical analysis.
It is essential that the two approaches are cordiimeach other (SEDLEEK, 2011).

3.3 Methods and Indicators of Financial Analysis

According to chapter 3.2.3 it is clear that finacanalysis falls into the category
of technical analysis (quantitative). Financial lgg@ uses two main groups of methods
which are then divided into other categories. Thase elementary methods and higher
methods. The use dfigher methods depends on a deeper knowledge of mathematical
statistics and a deeper theoretical and practicalvledge of economics. To apply these
higher methods it is necessary to use quality sosBwequipment. It is practically not
commonly used. These methods are dealt with sfmsialcompanies and cannot be
described in this thesis. Tleéeementary methodsare divided as follows:

e Absolute Indicators;

e Ratio Indicators;

o Differential Indicators;

e Summary Indicators.
As mentioned above in the chapter 3.2.2, finanaahlysis works with facts that
are included in the financial statements. For farananalysis, the most important role
is the time aspect. It is important to distinguisétween absolute and flow variables.
Absolute variables refer to a specific point ingiifipalance sheet data), flow variables refer

to a specific time interval (income statement dat@hove mentioned subcategories
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of elementary methods are described more in detailghe following subchapters
(RUCKOVA, 2015).

3.3.1 Absolute Indicators

Financial statements are the most important sowfcenformation for the analysis
of absolute indicators. Annual statements from past must be compared together,
for example last 5 years. The indicators must b#erstood in context. From the analysis
of past periods it is possible somehow to estintla¢efuture of the company, forecasts.
Absolute indicators are divided into two group hkorital analysis and vertical analysis.
(GRUNWALD et al, 2009).

Horizontal Analysis

This analysis is based on the method of comparatg, dvhich is applied by measuring all
information in rows, horizontally. Important infoation for comparison can be found
in the balance sheet and income statement. It éscoa changes in individual items of
these statements over time. Changes are monitaredbsolute values as well as
in percentage values (SEDCAEK, 2011).

Formula 2: Horizontal Analysis - absolute change

Absolute change = current period — previous period

Formula 3: Horizontal Analysis - change in %

absolute change

Change in % = x 100 [%]

previous period
Vertical Analysis

The principle of vertical analysis is to compareliwdual items with predetermined
values. When analysing the balance sheet, theithdil/items are compared with the total
amount of selected category. Only parts of theruaaheet can be analysed, for example
the item liabilities in relation to total liabilés. Results are presented in percentage.
Through vertical analysis it is possible to obsechanges in the structure of individual
items of a specific financial statement in time $KINGEROVA et al, 2008).
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Formula 4: Vertical Analysis - in %

balace sheet items

Share of individual item = x 100 [%]

total assets or total liabilities and equity

3.3.2 Ratio Indicators

The main objective is to determine the ratios, Where obtained by simple ratio
of absolute indicators. Using ratios it can comp#re analysed company with other
companies or with the industry average. The ecoa@mvironment of the enterprise has
to be taken into account. These indicators arentibst popular and expanded method
of financial analysis, because the picture of tbmgany's basic financial characteristics
can be determined quickly and inexpensively (SYNE®&11; SEDLAEK, 2011).

Profitability Ratios

Profitability could be considered as a measurerotlterprise's ability to generate new
sources and generate profit by using invested alapibwadays, profitability is important
mainly because of it is reliable part of the demismaking process of the company. These
indicators are interesting for shareholders and pgotential investors. Most often,
profitability is expressed as the ratio of earnirtgsthe amount of invested capital
(VOCHOZKA, 2011).

Earnings are divided into the following categories.

Earnings after Taxes (EAT)

Earnings of the company after deduction of deptieriataxes and interest. According
to the standards of the Czech Republic EAT is etpualet income. This is the profit that
is divided between the owners (dividends) and tbepany (investments). It can be
determined from the income statement for the cpmeding period or even from

the balance sheet at the end of the accountinggeri

Earnings before Taxes (EBT)
It is included in the income statement. Its congtam across countries is different.
Earnings before Taxes can be used to compare lsgsimen different countries or with

a significantly different tax rate.
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Earnings before I nterest and Taxes (EBIT)
It considers the efficiency of the company regassllef the way of financing (interest paid
to creditors) and taxation. It evaluates the penfmice of the company at the operating

level, but on the other hand it is not able to duahe management of assets.

Earnings before I nterest, Taxes, Depreciation and Amortization (EBITDA)
It is an indicator of gross profit minus the comgaroverheads. In another words, it shows
raw operating earnings of a company. EBITDA is ussda measure of a company's

valuation, including debt.

Profitability ratios are divided as follows.
e Return on Assets (ROA)

Formula 5: Return on Assets

EBIT
ROA = ——— % 100 [%]
total assets

The indicator evaluates the return on total invéstapital and measures overall
efficiency. According to Rtkova (2015) it is an indicator of evaluation of yioais
management of the company and their performan@xpitesses the ratio of profit
to total assets. Financial sources of informatiequity or liability, short-term
or long-term) of the total invested assets are ingportant in this equation.
Different forms of profit can be put into the numier. If EBIT is used, it
is suitable for comparing companies with differéatation. If EAT is used, it is
a classical interpretation of profitability.

e Return on Equity (ROE)

Formula 6: Return on Equity

ROE = X 100 [%)]

equity
If the indicator is low (lower than the return ogcarities guaranteed by the state),
the business goes to bankruptcy. This indicatompasticularly important for
investors, who determine whether their investmemtspoff. On the other hand,

ifthe return is sufficient when compared to the cumed risk.
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Sedl&ek (2011) points out that investors are monitoriigthe ROE indicator

is higher than the interest they might receivenather form of investment.

Return on Sales (ROS)

Abbreviation ROS is a term that indicates how m@&zgch crowns of net profit
are per one Czech crown of sales. On the other hatmal is used to evaluate
a company’s operational efficiency. It is usefulr foomparing companies in
the same line of business and companies with gindlae (HAYES, 2019).

According to Vochozka (2011), this indicator coldd interpreted in two forms.
In the first case, if EBIT is used as a numeratiog, indicator is called operating
profit margin. This means what part of the profiefdre interest and taxes
is included in one Czech crown of sales. An indrepsROS indicates that

a company uses its sources more efficiently.
Formula 7: Return on Sales - operating profit margn

EBIT

revenues

ROS (operating profit margin) = %X 100 [%]

In the second case, EAT is substituted as a nuorerfihe result shows what
proportion of net profit is included in one Czedatown of sales. This indicator

is most often called net profit margin.
Formula 8: Return on Sales - net profit margin

EAT

ROS (net profit margin) = ———— %100 [%]
Return on Capital Employed (ROCE)
Formula 9: Return on Capital Employed
ROCE = EBIT x 100 [%]

longterm liabilities+equity
Capital Employed consists of long-term liabiliti@sd equity. This value is added
as denominator. EBIT is most often applied as natoer This financial ratio
determines a company’s profitability and the e#firmy the capital are applied.
The company's ability to evaluate invested soursenore precisely express with
ROCE indicator than ROA indicator (KUBKOVA et al, 2015).
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Ruackova (2015) saysit is an indicator that expresses the rate of agpation
of all the company's assets financed by own eqaitg long-term liabilities.
It comprehensively expresses the efficiency dbtiseness economy.’

Efficiency Ratios

The activity or efficiency indicator provides infoation on whether company uses its
assets as efficiently as possible. It also providEsmation on whether the company is not
losing potential sales and, on the other hand, enehe company is not operating with
unnecessary high costs. Financial analysis previious indicators for individual

assets.

e Total Assets Turnover
Formula 10: Total Assets Turnover

sales

Total assets turnover = ———— [times]
total assets

The asset turnover indicator shows how many tirhesassets turn over in one
year. This indicator should be at least one. If thadue is less than one,

management of the company should reduce the nuaiilassets or increase sales.
The more the asset turnover ratio is greater tima the higher efficiency of assets
is used (KISLINGEROVA, 2010).

o Fixed Assets Turnover
Formula 11: Fixed Assets Turnover

sales

Fixed assets turnover = ————— [times]
fixed assets

It is an indicator that measures how effectivelyc@npany uses machinery,
equipment, buildings and other fixed assets. Thdicator is important when
planning a company's investment. The recommendee \cd the indicator should
be around 5.1. Lower value may identify inefficiense of fixed assets
(KNAPKOVA et al, 2013).
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I nventory Turnover
This indicator is divided into two as follows:
Formula 12: Inventory Turnover Ratio

sales

Inventory turnover ratio = [times]

inventory

Formula 13: Inventory Turnover Period

inventory

Inventory turnover in days = X 365 [days]

sales
Inventory turnover ratio shows how many times ineeyitems were sold and then

re-stored. On the other hand, inventory turnoveiogdeefers to the number of days

the inventory is in the enterprise until it is soldconsumed. In general, the higher
inventory turnover ratio and the shorter inventiumnover period, causes the better
situation (VOCHOZKA, 2011).

Receivables Turnover
This indicator is divided into two as follows:
Formula 14: Receivables Turnover Ratio

sales

Receivables turnover ratio = —————— [times]
receivables

Formula 15: Receivables Turnover Period

receivables

Receivables turnover in days = l
sales

X 365 [days]

The receivables turnover ratio measures the efftgiehow company is able
to manage and collect its accounts receivablendicates how quickly receivables
are transformed into financial sources. Howeveg, réceivables turnover in days
indicates the average number of days that a custmweice is outstanding before
it is collected. It is also calledhverage Collection Period’ The indicator shows

how the company observe business and credit p(BBRAGG, 2019).

Payables Turnover
This indicator is divided into two as follows:
Formula 16: Payables Turnover Ratio

, sales .
Payables turnover ratio = ——— [times]
payables
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Formula 17: Payables Turnover Period

payables

Payables turnover in days = X 365 [days]

sales

The payable turnover ratio shows how many timesmapany pays off its accounts
payable during a period (generally one year). Blisvity ratio provides a measure
of how effectively a business is managing its pé@bThe second indicator,
the payables turnover in days, indicates the timegtwéen the creation
of the payable and its payment. In other words,itickkcator reflects the number
of days a company uses free trade credit fromuppliers (SEDLAEK, 2011;
RUCKOVA, 2015).

Liquidity Ratios

Liquid is generally the speed at which an enteeprgsn convert an asset into cash.
The faster an enterprise is able to convert a gasset into money, the more liquid it is.
In financial analysis, liquidity is taken more as ability to pay all its liabilities
at the moment. Due to the liquidity indicator, twmpany will find out whether it is able
to pay its debts. Liquidity ratios are divided intwee categories: current ratio, quick ratio
and cash ratio.

e Current Ratio
Formula 18: Current Ratio

current assets

Current ratio = —— [times]
short—term liabilities

The current liquidity ratio is the ratio betweehalrrent assets and liabilities with

maturity up to one year. This indicator may not & be absolutely precise, but
it is very popular because of its simplicity. letlnalysed company is in the range
of 1.5 - 2.5 it means that it is in an acceptablel. In general, the higher value

of an indicator, more likely a firm will be solve(@YNEK, 2011).

e Quick Ratio
Formula 19: Quick Ratio

current assets—inventory

Quick ratio = [times]

short—term liabilities
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It captures the ability of an enterprise to pay fiw liabilities assuming that
the enterprise would first have to sell the legsiii assets - inventories. Due to
the sale of inventories, it can consequently payébts. Recommended value has
to be higher than 1.

e Cash Ratio

Formula 20: Cash Ratio

financial assets

Cash ratio = [times]

total short—term liabilities

It indicates that liabilities can be paid only frahe most liquid assets - financial
assets. The most liquid items are cash and cashabdepts. Recommended value
is approximately 0.2 (KALOUDA, 2011).

Leverage Ratios

Nowadays it is unimaginably that the companiesadte to finance its own activities only
from its own equity. It is not because businessasnct, but it is economically

inconvenient. Operating with liabilities is cheapend generates lower costs.
But companies cannot depend only on liabilities.gbneral, indebtedness is perceived
negatively. Debt is risky, but at the same timeow the company to increase
the profitability. Leverage indicators indicate thatio between equity and liabilities

(SEDLACEK, 2011).

e Debt Ratio

Formula 21: Debt Ratio

. I liabiliti
Debt ratio = L2 100 [%]

total assets

The indicator expresses the degree of creditor askit is given by the ratio
of liabilities to the total value of assets. Thevéw value of the indicator, the lower
risk for creditors not to get their funds back.deneral, the overall debt should
be between 30% and 60%.
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Equity Ratio
Formula 22: Equity Ratio

Equity ratio = Y 100 [%]

total assets
Additional indicator to debt ratio. The result adevelopment of the equity ratio
of fixed assets greater than 1 may mean that thergise uses equity to cover
current assets. This could mean that the compaefengr financial stability over
revenue (KNAPKOVA et al, 2013).

I nterest Coverage

Formula 23: Interest Coverage

EBIT
interest expense

Interest coverage = x 100 [%]

From the interest coverage indicator, the compangwls how many times
the profit can cover interest payments. The recont®eé value is considered to be
three times the profit (or more) over interest exgee Interest coverage shows how
large the security pillow is for the creditors. lhildy to pay interest payments
on profits may be a symbol of forthcoming bankrypi€¢ISLINGEROVA, 2010).

3.3.3 Differential Indicators

Differential indicators might be indicated as fund$ financial sources. The fund

in financial analysis is the sum of certain assetd liabilities, and the difference between

certain assets and certain liabilities.

Net Working Capital
Formula 24: Net Working Capital

Net working capital = current assets — shortterm liabilities
Net working capital is the portion of current assttat is financed by long-term
capital. Its size is also directly proportional ttee ability to pay its obligations.
If the value of net working capital is negative, ig called uncovered debt
(HOLECKOVA, 2008).
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3.3.4 Summary Indicators

Contrary to individual indicators, the summary cators try to analyse the overall
financial situation of the business as a whole anot only its part. A higher number
of indicators lead to a more detailed analysish®# tompany, but it brings a difficult
orientation in the analysis. Afterwards difficultievith interpretation and with the final
evaluation of the company. Summary indicators cadibided into hierarchically arranged
indicators (pyramid system) and selection of intticsby function (SEDLAEK, 2011).

Rackova (2015) says:'Purpose of summary indicators is to express therall

characteristics of the financial-economic situatiand the performance of a business
by using a single number. However, their ability ppédiction is lower. They are only
suitable for quick and global comparison of manynpanies and can be applied as

a reference for further evaluation.’

According to Rickova (2015) summary indicators are divided into twooups
Hierarchically Arranged Indicators and Selectionraficators by Function. Both of these
groups have its subcategories which are describkevb
e Hierarchically Arranged Indicators
Typical indicator is pyramid systems which decongpdise indicator (which is
on the top of the pyramid) in detail. They are mofien displayed graphically,
because of the better orientation of decompositiwom the graph is easy to see
the dynamics of changes even if a single item msngkd. There are two basic
approaches of decomposition - additive and muditive. Example of pyramid
system is Du Pont Analysis.
e Selection of Indicators by Function
These indicators determine and also predict thentiral situation of the company
by a one-digit characteristic. These are bankrupteyd solvency models.
Bankruptcy model evaluates that a company doebartktrupt for a period of time.
On the other hand, solvency models express theesoy of a company
by numerical evaluation. This value is comparedwither companies in the same
field.
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Examples of these models are as follows:

Bankruptcy Models Solvency Models

- Altman Z-Score - Tamarin Model

- Taffler Model - Kralickuv Quicktest
- IN-Index - Modified Quicktest

Summary indicators comprehensively summarise th@nfiial situation of the company,

but their calculations are very extensive and atearpart of this thesis.

36



4 Practical Part

Indicators of financial analysis, which are desedbn the literature review, are calculated
in the practical part. The practical part is diddmto three main parts. The first part
(chapter 4.1) characterises the analysed compamgiuding affairs that occurred

in WalnutTrade during the observed period. The a@eitt which the company operates
is briefly described in chapter 4.2. The third mpart (chapters 4.3, 4.4 and 4.5) contains
results of financial indicators, which were chaeaisied in the theoretical part. An overall
evaluation of the results and subsequent recommiendafor the future development

of the company are in chapters 5 and 6.

4.1 Introduction of the Chosen Company

Company WalnutTrade comes from the Czech Repubhid aperates 10 years

on the market with the business field of imporfp@ax, packing and selling of healthy food
products in bio quality The main import and export commodity is wolf lyemnd

its products. Further selling products are driedtd$t variety kind of nuts, instant porridge,

oil etc. This products and raw material are impbri®m EU countries, China, Brazil,

Turkey, India and Sri Lanka. On the other hand, pamy sells its products

on the domestic market and also on the foreign etarkhere the main customers come

from EU countries (Germany, Poland, Hungary and/&{m).

The first 5 years of the company was operated l® @mner as natural person. Due to
the increasing trend of market share and increasurgover, the establishment of
the limited company was needed consequently widdsi¢o find out the second co-owner
for better management. In the middle of 2014 teitdd company WalnutTrade was
established and both owners have the same shaegistered capital (10 000 CZK per
each). Registered capital was increased in theviotlg year 2015 up to 3 020 000 CZK as
the same way as at the establishment of the comgety of the owner by the same share
(1 500 000 CZK per each, in total 1 510 000 CZK @ach). During the observed period,

! Certification according to CZ-BIO-002 and “biozabr
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the company had problems with financial situatianich caused a loss. Affairs which
affected these problems are described in chapie2 #elow. In the first quarter of 2019,
the company has grown by one co-owner. If the nevowner has made any changes
in the company, these changes will be reflectednduthe following years. Registered
capital remained the same and shares were diviled@ co-owners as follows:

e co-owner A — 33% (996 600 CZK);

e co-owner B — 33% (996 600 CZK);

e new co-owner C — 34% (1 026 800 CZK).

4.1.1 Organizational Structure

Organizational structure of the company was forsdosequently according to the growth
of the company up to the form by now - linear stuue. The objective of the structure
is to support the effectivity of work among eaceldi which is necessary for the overall
success. The company belongs to the category of emarprises and has currently 20
permanent employees, remaining capacity is suppitede by temporary workers

as needed. The organizational structure of the eoms as follows:

Figure 1: Organizational Structure

Top |
Management |
xr JERE I | N S
& %y & 5] ra & # % & .
| | o L |
Administration

Import | h Production | |, Sales d Expedition

Source: Own processing, 2019

e Top Management
Management of the company consist of three co-osvnés already mentioned
above, the third co-owner joined the company atodgginning of 2019 and during
the process of this thesis his role in the compaay not precisely determined. Co-
owner A controls daily operations of the companypkyees and production. Co-

owner B deals with signing contracts with suppliared customers, commerce,
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economic and accounting aspects of the companysatpns, budgets and
calculations. All owners are involved in strategiecisions such as investment,

purchasing new technologies and long-term stratgagic for further development.

Import

It is necessary to have a department dealing wihorts problems because 90%
of production and raw materials are imported frdmnoad. The company imports
raw materials and goods mainly from countries olgtshe EU which means that
this department monitors the flow of goods and dtslity. It disposes with

transport, tariff, complaints and other relatecia§.

Production

Production consists of processing the supplied meaterial - packaging or drying.
The company imports raw materials in large volurag&ilograms or tons. It is
necessary to process such a large quantity intanaymally available packages
(50g, 100g, 500g and 1kg depending on the typeooflg). Some imported raw

materials need to be dried before packaging ardtsgiroduce the final product.

Sales

The sales department deals with three types o$ saMholesale, retail and e-shop.
Wholesale are intended for manufacturing compafdemestic and foreign) who
process the raw material further and sell it théweseaccording to their needs.
Retail is provided by sales representatives what mvék customers and offer them
new products and services, receive orders and eomtpl They are looking for
new customers and they are in direct contact wighdustomer from whom they
receive feedback. The third type of sale is e-shwipich is intended for final
customer who orders goods through the Internete@rdre spontaneous, specific

and require an individual approach. For this reatdua form of sale is problematic.

Expedition
The expedition deals with processing or individoi@ers. On the basis of the given

order (retail or e-shop) packs and sends the aldgreds.
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e Administration
This department deals with all administrative affaof the company. This means
issuing invoices, accounting, payroll administratiocommunication with
authorities, financial statements for financial acwstoms authorities, checking
receivables and payables, etc.

4.1.2 Affairs which Affected the Company in the ObservedPeriod

The second half of 2014 was a start for the comeng limited company. The financial
results were positive and growth was expected fat52 Profit for year 2015 grew
dramatically up to 1 484 00 CZK compared to 1190XK in 2014. This growth caused
huge vision of the owners to expand. As a resulthefvision, the company took a loan
for purchase of a new production hall to increasmlpction and recruit new employees.
This purchase of the production hall caused investm into packaging and drying
machines because until then the production was lynband-made. These investments
were shown in 2016, when the company first come @toss due to high costs. In 2016
the number of employees increased to 20, whichdsuble increase compared to 2015.
This growth increased personal expenses. The nekagas machines were not used
efficiently because only one-shift operation wasdisAnother major strategic mistake was
huge focus on the e-shop market segment. As medtioabove, the procedure
of processing orders from e-shop needs an indiVidpproach. Orders are spontaneous,
low revenue comparing it with labour costs (ordevcessing, picking, packing, shipping
via carrier etc.). However the company expandeg geaickly, it did not take into account
the control of procedure settings and procedureg #nsure the overall operations
of the company from orders to shipping. After atysar decline, when the company was
in red numbers, it managed to get into black nusiagain.

WalnutTrade was profitable again in 2018 and 201@ tb the following measures.

In 2018 the production hall was sold and producti@as moved to other site. WalnutTrade
did not buy this site, but only rented them. Prdaiucmoved to an area with lower costs
(rental and lower salaries, especially for temppvaorkers). Two-shift operation was also

introduced and production machines increased teidiciency. The business remained
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the same, only the company increased its focus balesale customers compared to

individual orders from the e-shop.

However, in 2019 co-owners A and B took a loan frima company for their private

investments. Each of the above mentioned co-owmuais a loan of 5 million of CZK,

in total 10 million of CZK. This fact is reflectad almost all results of the 2019 financial
indicators. The relevant commentary on this factgigen below for the concerned

indicators. Based on the description of affairst tbacurred in the company during

the observed period 2015-2019, it is evident that ¢company has recovered and it is
profitable again. The above affairs are reflectedll results of financial indicators of the

observed period. A final summary and analysis e$¢haffairs are in chapters 5.3 and 6.

4.2 Introduction of the Sectoral Data (CZ-NACE 46)

Figure 2: Wholesale trade, except of motor vehiclegCZ-NACE 46) - Sales
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*) Revenues from the sale of own products and services + Revenues from sold goods

Source: Own processing based on CZSO data, 2019

According to the development of revenues which shéigure 2, the trend is positive.
This is connected with the economic growth of theech Republic and also with the

percentage of unemployment which was around 202019. Average registered number

2 According to CZSO data (2020)
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of employees is stable around 210 000 persons,irb@018 number increased up to
218 000. This could be connected to the increasavefage monthly gross wage which
grown up from 29 483 CZK (2015) up to 34 266 CZKX8). This sector does not report

large fluctuation it is stable and attractive femnemployees (CZSO, 2020).

Sectoral data are used for comparison with caledlatlues of the company WalnutTrade
for better overall evaluation of the whole finan@aalysis. Following indicators are used
for comparison: profitability ratios, liquidity rats, equity ratio and total assets turnover.
Comparison of results is in the chapter 5.1. Soafdéeformation of the sectoral data come
from Ministry of Industry and Trade and the timeenval from 2015 to 2018 is used.

During the processing of this diploma thesis dat&2019 was not available.

4.3 Absolute Indicators

It is necessary to analyse financial statementzditally and vertically. Based on these
analyses it is possible to estimate the finanatabton of the company and to find out
changes in assets, liabilities and equity and iconme statement. Particularly, it is
important to focus on the company's assets situasources of financing and the overall
financial situation of the company by evaluatinghosides of balance sheets. The financial
statements for the observed time interval 2015-2089in Annexes 1, 2 and 3. For well-
arranged presentation of the above mentioned asalgaly selected indicators from
balance sheets and income statements are usedltsRase shown in tables below

and entire horizontal and vertical analyses ar&rninexes 4-9.

4.3.1 Horizontal and Vertical Analysis of Assets

Table 2 showdhorizontal analysis of selected assets. Horizontal analysis of all tasse
is given in Appendix 4. Results of absolute charayescalculated according to formula 2

and the calculation of relative changes accordinfgitmula 3.
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Table 2: Horizontal Analysis of Selected Assets

2016/2015 2017/2016 2018/2017 2019/2018

Selected Assets (t;;SK % ct;gsk % ct;gsk % ct:gs},< %
TOTAL ASSETS 8113 335] -1191 -3.1 -869% -2719 6958 31.0
Fixed Assets 2 316 21.7 -867 -6.71 -10322 -893 143 8.p
Long term Intanglne 0 00 | 219 | oo| 72| 32 -74| -s0p
Long-term tangible assety 2 316 21.7] -1086 -84 -10250 -84.3 217 133
Current Assets 5832 43.3 -348 -1.8 1 549 8.2 6 884 33|16
Inventory 3497 38.7 212 1.7 -997 7.8 2381 -2013
Receivables 2787 | 1105 -110 -2.1 1590 30|16 10897 16p.5
Current financial assets | -452 -23.7 -450 | -30.9 956 94B -1632 -831
Accruals -35 -26.1 24 24.2 78 63.4 -69 -343

Source: Own calculation based on financial statém&®20

It is obvious, that the significant decline (-86.)3%0k a place between 2017 and 2018
in the area of fixed assets, which was caused bysé#he of production hall. Production
machines remained as the property of the compaegrease in fixed assets relates only to
the sale of the production hall. As mentioned, padidn has moved to a smaller hall with
lower operating costs but this hall is not a propef the company. WalnutTrade is renting
this hall. Decreasing of long-term intangible assist caused by depreciation. Current
assets are highly volatile during the observedagerinventories declined in the last two
observed periods, probably due to the sale of thdyztion hall and the small storage
capacity. A significant increase of 160.5% in ie tirea of receivables between 2018 and
2019 was caused by an increase in long-term rduesaMore precisely an asset called
Receivables - Controlled and Controlling Organtmasi because two of the owners took a
loan of 5 million CZK per each. Very positive isetincrease in current financial assets
between 2017 and 2018, which created financialrvesas opposite to the two previous
observed periods, when current financial assetéingec On the other hand, negative
aspect is that the company decreased this asse83¥% between 2018 and 2019.
This asset shows that the company has difficuitié®eping current financial assets stable

or possibly increase them.
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Formula 4 is used forertical analysis Table 3 shows a vertical analysis of selectedtass

and the overall analysis are given in Annex 5.

Table 3: Vertical Analysis of Selected Assets

2015 2016 2017 2018 2019
Selected Assets
% % % % %

TOTAL ASSETS 100.0 100.0 100.0 100.¢ 100.p
Fixed Assets 43.9 40.1 38.8 7.9 6.5
Long-term intangible assetp 0.0 0.0 0.7 0.F 014
Long-term tangible assets 43.9 40.1L 38|1 713 6]3
Current Assets 55.5 59.6 60.8 91.2 93.(
Inventory 37.2 38.7 40.9 52.2 31.9
Receivables 10.4 16.4 16.7 30.2 601
Current financial assets 7.9 4.5 3.2 8.7 1n
Accruals 0.6 0.3 0.4 0.9 0.4

Source: Own calculation based on financial statés&020

Current assets have the biggest share of totalsasdas fact was increased in 2018 due
to the sale of the production hall. The share ofesu assets rose to 91.2%. In addition,
fixed assets have decreasing trend during the wbdetime interval with significant

decrease in 2018 due to the same reason as in@easerent assets. Share of accruals
is insignificant. Percentage changes of assetgraghically processed in figure 3 where

the changes are more visible.

Figure 3: Vertical Analysis - Structure of Assets
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Source: Own processing, 2020
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Figure 4 shows changes in current assets. Thisgfigearly shows increases and decreases
due to the reasons which are described above. dfartre, the share of current financial
assets in 2019 is very low (1.1%). Company Walradér does not have any financial

reserve for unexpected situations.

Figure 4: Structure of Current Assets
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Source: Own processing, 2020

4.3.2 Horizontal and Vertical Analysis of Liabilities and Equity

Table 4 showsorizontal analysis of selected item of liabilities and equity. Horizah
analysis of overall liabilities and equity is givenAnnex 6. Results of absolute changes
are calculated according to formula 2 and the daficin of relative changes according

to formula 3.
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Table 4: Horizontal Analysis of Selected Liabilitiesand Equity

Selected item from 2016/2015 2017/2016 2018/2017 2019/2018
liabilities and ths. 0 ths. 0 ths. 0 ths. 0
equity czk | P ez | P e | P | ek | %
TOTAL L+E 8113 34 -1191 -4 -8695 -28 -3788 3L
Equity -352 -8 -1721 -40 148 6 -2 200 -8p
Registered capital 0 0 0 0 0 0 0 0

Profit/loss - previous yeal 1484 | 2 151 -352 -23 5720 -496 151 -B
Profit/loss - currentyear | -1 836 | -124| -5365 1524 5868 -1(03 349 2pP9
3
D
(q

Liabilities 8 465 43 530 2 -8 841 -3] -158
Long-term payables 1108 18 -914 -13 -4 95 -7 19 41
Short-term payables 7 357 54 1444 7 -3 884 -1] -21 173 -7
Accruals 0 0 0 0 0 0 0 0
Source: Own calculation based on financial statésp@020

[09)
o)

iy
NS
[62]
(@)}

Table 4 shows that the company was in a loss if6 20l 2017. The highest decline was
in 2017 by 1 524%. The loss caused a decreasewhade group Equity throughout
the observed period, excluding the difference betw2017 and 2018. Registered capital
has not changed during the observed time intefrad. significant decline (-82%) in group
of Equity between 2018 and 2019 was due to a deerga Capital funds. This change
is clearly visible in Annex 2 in the Liability arfelquity side of the balance sheet. Between
2015 and 2016, other sources increased by 43%natie ifollowing period increased also
but only by 2%. Between 2017 and 2018 liabilitiedl fboy 31%. Unfortunately,
the company did not retain this reduction and thiéoding period increased liabilities
by 46%. The analysis shows that the company madiamge in the loan because
the liability was transferred from the group of ghierm payables (decrease of -57%)

to long-term payables (increase of 1 456%).

Formula 4 is used forertical analysis Table 5 shows a vertical analysis of selecte ite

from liabilities and equity and the overall anasyare given in Annex 7.
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Table 5: Vertical Analysis of Selected Liabilities ad Equity

Selected item from 2015 2016 2017 2018 2019

liabilities and equity % % % % %
TOTAL L+E 100.0 100.0 100.0 100.0 100.G
Equity 19.1 13.2 8.2 12.0 1.7
Registered capital 12.5 9.3 9.7 13.4 1043
Profit/loss - previous year 0.3 4.8 3.9 -20{1 -14.8
Profit/loss - current year 6.1 -1.1 -18.8 0.1 17
Liabilities 80.9 86.8 91.8 88.0 98.3
Long-term payables 25.2 22.3 25.% 6.( 7111
Short-term payables 55.7] 64.5 66.8 82{0 212
Accruals 0.0 0.0 0.0 0.0 0.0

Source: Own calculation based on financial statés&®20

In the vertical analysis, which results are in ¢ab] the change in 2018 and 2019 is clearly
visible regarding the change in short-term liaig$itto long-term liabilities. Nevertheless,
it is important to note that the share of equityiabilities is minimal. The share of these
two items is clearly visible in the following figa5.

Figure 5: Structure of Liabilities and Equity

Structure of Liabilities and Equity

100%
80%
60%
40%

20%

0% - .82 1,7

2015 2016 2017 2018 2019
[year]

m Equity m Other sources

Source: Own processing, 2020

The high ratio of other sources to equity in 20l&swlue to the purchase of a production
hall as the purchase was financed by a loan. Dlesges in 2016 and 2017, WalnutTrade
was unable to reduce the ratio of other sourcesgjtaty. Unfortunately even in 2019, when
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WalnatTrade was profitable again, the company wganaunable to reduce the ratio

of other sources mainly due to the loan to co-owf@m the company.
4.3.3 Horizontal and Vertical Analysis of Income Statemen

Table 6 showshorizontal analysis of selected item of income statement. Horizontal
analysis of overall income statement is given irp&pdix 8. Results of absolute changes
are calculated according to formula 2 and the daficn of relative changes according
to formula 3.

Table 6: Horizontal Analysis of Selected Item from hcome Statement

Selected item 2016/2015 2017/2016 2018/2017 2019/2018
from income ths ths ths ths
. o . o . o . o
statement CZK ® lezk | ® |k | ® e | P

Sales 6 961 14.5 3527 6.4 -4 735 -8.1 1197 2p
Production
consumption 6 667 16.5 6 200 13.2 9510 -17)9 59 on
Personal expenses 1 864 39.5 2 378 36.1 -1035 -11pH 726 an
Operating profit/loss | -2 046 9211 -5085 -290¢ 5496 -111.9 271 4.7

Financial profit/loss -140 36.2 -280 53.1 372 -46.1 78 -1719
Profit/loss before tax | -2 186 -119.2] -5363 1524]1 5868 -102.6 349 220.1
Profit/loss after tax -1836 | -123.7] -5363 1524j1 5868 -102.6 349 220.1
Net turnover 6 872 14.2 3797 6.9 4 5338 7.1 -8229 -13.0
Source: Own calculation based on financial statesm@®20

Table 6 shows the year-on-year changes in incoatersents during the observed period.
As mentioned above in 2016 and 2017 the companyimasoss. The highest decline was
between 2016 and 2017 for operating profit, whérerd was a dramatic decrease of
2 906%. This is due to the reasons which are meadion chapter 4.1.2 that the company
expanded very quickly and did not use new purchassets effectively. For this reason,
personal costs also increased in the first two mieskeperiods, with an increase of 39.5%
(2015/2016) and further of 36.1% (2017/2018). Basada horizontal analysis of the
income statement and internal information from twenpany regarding the analytical
statement of income statement, it is evident tleasgnal expenses increased almost twice
between 2015 and 2019, from 4.7 million of CZK t@ &nillion of CZK. WalnutTrade
should reduce these expenses, for example by regitlee number of core employees and

using more temporary workers. By reducing the numbk permanent employees,
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the company would reduce the costs associated leffal social insurance and health
insurance. The financial profit/loss is negativerotlyghout the observed period.
The negative financial result is mainly due to fegt and high exchange rate losses.
Exchange rate losses fluctuate around half a mihibCZK on average over the observed
time interval. It is clear that the loss began ¢ézréase since 2018. Profit/loss before tax
and after tax are the same for the last three gigribhere is no tax liabiliyfor the years

in which the company was in a loss (2016 and 20Ufder the Income Tax Act
(no. 586/1992), the difference between expensesearahues is called a tax loss. The tax
loss allows that the tax base should be reducethennext five years after the loss.
WalnutTrade used this tax-deductible item in 2048 2019 (when it was profitable again)
and therefore the items Profit/loss before tax aftel tax are the same in 2018 and 2019
even though that the tax liability was occurredtHa item Net turnover, it is obvious that
the turnover increases throughout the observedgearkcept for the decrease between
2018/2019 (-13%). The item Net turnover and indmald components of Profit/loss
(Operating profit/loss, Financial profit/loss, Rtdss before tax) are compared

in chapter 4.2.2.

Formula 4 is used forertical analysis Table 7 shows a vertical analysis of selecteu ite

from income statement and the overall analysigamen in Annex 9.

Table 7: Vertical Analysis of Selected Item from Inome Statement

_ : 2015 2016 2017 2018 2019
Selected item from income statement
% % % % %

Sales 100.0 100.0 100.0 100.d 100.p
Production consumption 84.0 85.5 91.0 81.3 79.6
Personal expenses 9.8 12.0 15[3 14.8 1%.8
Operating profit/loss 4.6 0.3 -8.4 1.1 1.6
Financial profit/loss -0.8 -1.0 -14 -0.8 -0.7
Profit/loss before tax 3.8 -0.6 -9.8 0.3 0.9
Profit/loss after tax 3.1 -0.6 -9.8 0.3 0.9
Net turnover for the accounting period | 100.7 100.4 100.9 118.7 100.p

Source: Own calculation based on financial statésn@®20

3 According to Income Tax Act (no. 586/1992)
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Table 7 shows a huge share of production consumpiieer other items. Until 2017
the share gradually increased, the costs werehighy The Production consumption group
is very huge and does not include only personaéeses. Based on internal sources from
the company it was possible to look into the amedytstatement of income statement.
The largest item throughout the observed peridtiesgoods sold, with costs between 30-
35 million of CZK. However, customs duty has a @esing trend throughout the observed
period. In 2015, the customs duty was around hatfilaon of CZK and in the last two
years of observed time interval it decreased to @isand of CZK. As the company
imports raw materials mainly from abroad, the reducin customs duty costs is very
favourable. On the other hand, the item of pack@ggihich is associated with orders from
e-shop, had an increasing trend until 2017 (2025million of CZK, 2017 - 4.5 million
of CZK). This fact is related to the company's quimarily on orders from the e-shop.
The order from e-shop can contain only one itenodpct) and the consumption
of packaging material to package only one itenaiigé and very expensive. Positive is that
since 2018 the cost of packaging decreased by dhemof CZK to 3.5 million of CZK.
Orders from e-shop are also related to postagechwimi 2017 was almost two million
of CZK. Changing the focus of the company on whalkescustomers from individual
orders from e-shop reduced this cost by one milbdrCZK. Transport costs associated
with wholesale customers have increased minimalhother high cost item is advertising
costs. It is mainly the use of Google services,clwhwere in 2015 165 thousand of CZK
and in 2017 1.2 million of CZK. The increase wa®remous, but based on the 2019
number, when the costs associated with Google carwvere only 200,000 of CZK.
Obviously, after two years in a loss, the compaayehbegun to decrease advertising costs
since 2018.

Other costs (such as travel expenses, repair andtenance, legal services, road tax

and others) do not express significant fluctuatithmsughout the observed period.
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4.4 Ratio Indicators

Analysis of absolute indicators of financial stats showed that company WalnutTrade
has financial problems and is not stable. The v¥ahg ratio calculations are used
for comparison with sectoral data and for the fiaaluation in chapter 5.

4.4.1 Profitability Ratios

According to table 8, it is evident that the indara are negative when the company was in
a loss. Certainly, this fact shows that the compapgrates inefficiently during the
observed period.

Table 8: Profitability Ratios in %

2015 2016 2017 2018 2019
ROA 7.7 -0.5 -17.3 15 1.7
ROE 32.1 -8.2 -224.2 5.6 100.2
ROS 3.9 -0.3 -9.2 0.6 0.9
ROCE 17.5 -1.4 -60.9 8.5 2.7

Source: Own calculation based on financial statesy@020

Calculation of ROA based on the formula 5 using EBds a numerator. This indicator
shows how effectively company generates profit miigas its sources (equity
or liabilities). Year 2015 was the best year of theserved period because profit of each
100 CZK of assets was 7.7 CZK before deductiomterest and taxes. On the other hand,
in 2017, each 100 CZK of invested capital was 17ZK of loss. In the following years,

an indicator is increasing which is perceived posiy.

Calculation of ROE based on the formula 6 using Es#sTa numerator. This indicators
evaluates the effectiveness of own sources (equitgsted in the business. The best result
is in 2019, when every 100 CZK of equity generageprofit of 100.2 CZK. Compared
to 2017, when every 100 CZK of equity generatedsa bf 224.2 CZK, the result of 2019
is very positive. The business is managed effelgtifehe ROE indicator is higher than
ROA - figure 6 (RICKOVA, 2015).

4EBIT = EBT + Interest Expense
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Figure 6: ROA and ROE Ratios
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Source: Own calculation based on financial statesn@020

Expect the years 2016 and 2017, when the comparg iwaa loss, the company
management was effective according to the abovenseémt (ROE > ROA). In the period
of loss ROE shows very negative values. The Equalue, which is used for the
calculation of ROE indicator, is strongly influemcby the liabilities and equity side item
called Profit/loss current year. The loss in 2008 2017 is caused by the rapid expansion
of the company and very high costs. In the periddhoge and rapid expansion,
the company did not take into account its costsichviwere characterised in chapter
4.3.3 Horizontal and Vertical Analysis of Incomat®ment.

As mentioned in the theoretical part, profitabilitfysales has two formulas. For calculation
of ROS, in a form of net profit margin, formula 8asvused and results are shown
in table 8. This indicator evaluates return on salehich is negative or very low in

the observed period. The highest indicator was(h52 when every 100 CZK of sales
generated 3.9 CZK of profit. In 2017 the situatiwas the worst, because every 100 CZK
of sales contributed to 9.2 CZK of loss. In theldeing years the indicator increased

despite the fact that the increase is very low.
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The ROCE indicator shows, how efficiently is invbtin a business in the long run.
The calculation based on the formula 9. The drogdh6 and 2017 is caused by a loss.
Negatively is perceived the decrease between 20182819, when in 2019 the value

decreases to 2.7%.
4.4.2 Efficiency Ratios

Total assets turnover is calculated based on themua 10. According
to Kislingerovéa (2010) the recommended value isndl the calculated values (table 9)
of the company WalnutTrade are around 2. Company tige total assets very efficiently

and its turnover is twice a year on average.

Table 9: Total Assets Turnover

2015 2016 2017 2018 2019
Sales [in thousands of CZK] 47973 | 54934 58461 53726 54 9p3
Total Assets [in thousands of CZH] 24245 32368 181 | 22472 29 430
Total Assets Turnover[times] 2.0 1.7 1.9 2.4 1.9

Source: Own calculation based on financial statésn@®20

Table 10 shows the turnover of fixed assets, calmi based on formula 11.
This indicator shows efficiency of fixed assetshsas buildings, machinery, vehicles, etc.
According to Knapkova (2013), the recommended tvends around 5. Between the years
2015-2017, the calculated indicator almost reactmedrecommended value. The huge
growth in 2018 was caused by the sale of the pitamluchall and the relocation
of production to other site. Due to this sale, omigoduction machines (packaging
machines and drying machines) remained in the gafufixed assets. In the observed
period there was a significant increase in turnafdixed assets and the subsequent goal
of the company should be to get this indicator tceasonable stable level. Increasing
the value of the fixed assets group will reduce timaover of fixed assets, but in spite

of this decrease fixed assets will be used efftren

5> Revenues from the sale of own products and serwideevenues from sold goods
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Table 10: Fixed Assets Turnover

2015 2016 2017 2018 2019
Sales [in thousands of CZK] 47973 | 54934 58461 53726 549p3
Fixed Assets [in thousands of CZK]10 653 | 12 969 12 102 1780 19283
Fixed Assets Turnoverftimes] 4.5 4.2 4.8 30.2 28.6

Source: Own calculation based on financial statés&020

The following table 11 shows an important indicatdrinventory turnover expressed
in days, which is calculated according to formu The second indicator inventory
turnover is calculated according to formula 12.emwry turnover in days decreased
in 2019 to the lowest value (63 days) in the obseérperiod. Reduction of inventory
should continue in the upcoming years, as the capnpas unnecessary high inventories
in which it holds financial assets. Based on théadaom table 11, it is clear that
the company has on average 11 million of CZK iremories during the observed period.
WalnutTrade unnecessarily holds funds in inventoribue to the high indebtedness,

the company should use part of these funds to ripéyan.

Table 11: Inventory Turnover

2015 2016 2017 2018 2019
Sales [in thousands of CZK] 47973 | 54934 58461 53726 54 9p3
Inventory [in thousands of CZK] 9 025 12522 12 73411 737 9 356
Turnover [times] 5.3 4.4 4.6 4.6 5.9
Days 69 84 80 80 63

Source: Own calculation based on financial statesn@020

Table 12 shows receivables turnover (formula 14} eeceivables turnover expressed
in days (formula 15). In 2015, the value was thedst (20 days) and payment morality
of customers was positive. Subsequently, increasieel coming years was not positive and
the company was waiting for payments from custorges a month. Significant increase

in 2019 (118 days) was caused by the growth of ltreg-term receivable from

5 Revenues from the sale of own products and servideevenues from sold goods

" Revenues from the sale of own products and servideevenues from sold goods
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the company co-owners. In 2019, two out of threewaers took a loan of 10 million

of CZK from the company. As mentioned above, thig fffects certain indicators such as
this one. The increase in long-term receivablesse@dumisleading information on the
development of receivables turnover. If only shertn receivables were used in the

formula, the receivables turnover would be 46 days.

Table 12: Receivables Turnover

2015 2016 2017 2018 2019
Sales [in thousands of CZK] 47973 | 54934 58461 53726 549p3
Receivables [in thousands of CZK] 5 523 5310 5200 6 790 17 647
Turnover [times] 19.0 10.3 11.2 7.9 3.1
Days 20 36 33 47 118

Source: Own calculation based on financial statésn@®20

The following table 13 shows payables turnover, olwhis calculated according to the
formula 16 and also this indicator expressed irsdacording to the formula 17. Payables
turnover expressed in days has fluctuating tremrmmfwhich is clearly visible that the
company WalnutTrade has a problem with financiatatity. On the other hand, according
to Rackova (2015), companies can use the so-cdBegplier credit'by extending the
maturity of payables. Indicator of supplier creditcalculated as a difference between
payables turnover in days and receivables turnoveays. The supplier credit including
the graphical presentation is analysed in chap®B85

Table 13: Payables Turnover

2015 2016 2017 2018 2019
Sales [in thousands of CZK] 47973 | 54934 58461 53726 54 9p3
Payables [in thousands of CZK] 19622 28087 2861¥9774| 28934
Turnover [times] 2.4 2.0 2.0 2.7 1.9
Days 150 187 179 135 193

Source: Own calculation based on financial statém&®20

8 Revenues from the sale of own products and serwideevenues from sold goods

9 Revenues from the sale of own products and serwideevenues from sold goods
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4.4.3 Liquidity Ratios

Table 14 shows calculated values of liquidity retaxcording to the following formulas:
current ratio formula 18, quick ratio formula 19dacash ratio formula 20. Results
are consequently commented and compared with reemued values according
to Rackova (2015).

Table 14: Liquidity Ratios (times)

2015 2016 2017 2018 2019
Current Ratio 1.00 0.92 0.85 1.11 3.42
Quick Ratio 0.33 0.32 0.28 0.48 2.25
Cash Ratio 0.14 0.07 0.05 0.11 0.04

Source: Own calculation based on financial statés&020

Current liquidity in the observed period is arouhexcept in 2019, where the increase
is up to 3.42 times. This growth was caused bynarease in long-term receivables (loan
to co-owners). The recommended value accordingtigkéva (2015) should be in the

interval of 1.5 - 2.0 and company WalnutTrade dod meet this fact even once during
the observed time interval. If the value is lesantii, the company is unable to pay its
short-term liabilities from current assets and h@vese long-term sources.

The recommended value for quick liquidity accordiegRickova (2015) is 1.0 - 1.5,
this recommended interval is also given by Kalo(@ial1). Therefore the quick liquidity
in the years 2015 - 2018 is dramatically below teeommended values. Significant
increase in 2019 is again caused by a high increalemg-term receivables to co-owners
and at the same time a change in the loan fromoat-sdrm liability to a long-term

liability.

Ruckova (2015) presents the recommended interval &sh diquidity of 0.2 - 0.5 and

the results from table 19 are again well below tbeommended value. Cash liquidity
concerns only short-term financial assets, whiclléel to decline during the observed time
interval. A large decrease in short-term finan@akets was in 2019, when the value

of quick liquidity is the lowest.
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Figure 7 graphically shows the ratios above forettdn visualization. The figure also
includes frontiers of recommended values accortbniipe authors above. Figure 7 clearly
shows a comparison of the indicators with the recemded values, which WalnutTrade
has not reached for the almost whole observed ghefibe company is struggling with
very low liquidity of the whole company. Howevehgetvalue is very low in the category
of cash ratio in 2019, when the calculated valuachies 0.4 times. This indicator
represents a very small financial reserve in baidoants and cash. Unfortunately, due to
the loan to co-ownersin the amount of 10 millioh C&ZK, the data for 2019

are misleading.

Figure 7: Development of Liquidity Ratios
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4.4.4 Leverage Ratios

Based on previous calculations and information &bd@alnutTrade, it is evident that
the company inefficiently manages its sources. Tineffective management of the
company became apparent in 2016 and 2017, wherothpany was in a loss and did not
take into account high amount of costs. At the eigig of the observed time interval,
a large debt was caused by the purchase of a groduwll. At the end of the observed
period, indebtedness increased mainly due to a toaco-owners from the company.
The vertical analysis of liabilities and equity égter 4.3.2) found out that the company
is financed only by external sources. Afterwardss fact is reflected in leverage ratios
calculated below. It can be seen clearly from tdhlehat indebtedness is rather increasing
over the observed period. The ratio of debt radicedquity ratio is very clearly visible

in figure 8 below.

Table 15: Leverage Ratios in %

2015 2016 2017 2018 2019
Debt Ratio 81 87 92 88 98
Equity Ratio 19 13 8 12 2
Interest Coverage 4 467 -84 -1 654 179 665

Source: Own calculation based on financial statesn@020

The last leverage ratio in table 15 is interestetage, calculated according to formula 23.
This ratio indicates how many times the profit igher than interest. Values are
fluctuating over the observed period. Negative @alin 2016 and 2017 are due to a loss.

The following increase is due to growth of EBIT atetline in interest expense.

According to the figure 8 it is obvious that thengmany is funded primary from other
sources (liabilities). This figure shows that ill8Ghe company was financed from its own
sources (equity) by 19% and the remaining 81% weted by other sources. Following
years the indebtedness increased that in 2019dmpany was almost 100% indebted.
Such high indebtedness is not favourable indicktopotential investors. Comparison of
indebtedness of companies in the sector can belfouchapter 5.1.4.
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Figure 8: Development of Debt Ratio and Equity Ratio
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4.5 Differential Indicators

4.5.1 Net Working Capital

Table 16 shows Net working capital, which is caded according to formula 24.

This capital is needed for the company for its apen. Positive results mean that

the company is able to pay off its shot-term lidiles. Results show that the first three

years of the observed period the company was unalgay its liabilities and did not have

sufficient income. The main reason for the incremsaet working capital in 2019 was

a reduction in short-term liabilities. These ligis decreased due to the change in the

loan into long- term liabilities.

Table 16: Net Working Capital (in thousands of CZK)

75

2015 2016 2017 2018 2019
Current Assets 13 458 19 29( 18 94p 20 491 27 3
Short-term Liabilities 13512 20 869 22 313 18429 8004
Net Working Capital -54 -1579 -3 371 2 062 19 371

Source: Own calculation based on financial statésn@®920
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5 Results and Discussion

Chapter 5 is divided into three parts. The firsttpgal deals with the comparison
of selected sectoral data together with the caledlaalues of the company WalnutTrade.
These comparisons are subsequently commented weitommended values from
the literature. Sources of recommended values baea presented in the practical part
at each of the indicator and are listed in chapteReferences. The second part 5.2
evaluates indicators which results were problematid¢he practical part and referred
to certain financial problems of the company. Thardt part 5.3 deals with

recommendations for future development of the caompa

5.1 Comparison of Selected Sectoral Data with CalculateValues

5.1.1 Profitability Ratios

Table 17: Profitability Ratios in % - sectoral dataand calculated values

2015 2016 2017 2018
ROA 7.7 -0.5 -17.3 1.5
ROA Sectoral 7.3 7.9 7.1 6.9
ROS 3.9 -0.3 -9.2 0.6
ROS Sectoral 3.1 3.6 3.2 2.9
ROE 32.1 -8.2 -224.2 5.6
ROE Sectoral 11.2 12.3 11.1 11.2
Inflation 0.3 0.7 2.5 2.1

Source: Own processing based on own calculatiotiB,ddta and CZSO, 2020

Firstly, it is evident that in 2016 and 2017, whika company was in a loss, all indicators
are negative and it is significantly different frasactoral data. In 2018 it is positive that
the company got into positive numbers. For ROAshibuld increase the value of assets
in order to use its assets more efficiently andeanore closely to the firms in the sector.
Apparently ROE indicator shows that the companysdoet effectively use the sources
from which the company is funded compared to thetosal data. In chapter 4.4.1, a
graphical comparison between ROA and ROE indicasoshiown. If the ROE indicator is

higher than the ROA indicator, the company is madagffectively. Except for the years,

when the company was in a loss, this fact is cordd. Sectoral data confirm this fact also.
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ROS is below both indicators (sectoral and infl@tjavhich means that this indicator will
not cover inflation. Secondly, for the future deymhent of the company and better
efficiency of the invested funds into the businglse,company should focus on improving

these indicators at least to the level of seciua.

Figure 9 shows a graphical presentation of the @bmmicators, including sectoral
comparison and inflation. Profitability should beghrer than inflation for appreciation
of capital. Due to the very low value of WalnutTeaBOE in 2017, this indicator is not
shown in the figure below. The scale of the axisidoe very extensive and the graphical

presentation would be very confusing.
Figure 9: Comparison of Profitability Ratios 2015-D18
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5.1.2 Liquidity Ratios

Table 18 shows the comparison of liquidity ratioghwthe calculated values of the

company and sectoral data. The graphical presentetishown in figure 10.

Table 18: Liquidity Ratios (times) - sectoral data ad calculated values

2015 2016 2017 2018
Current Ratio 1.00 0.92 0.85 1.11
Current Ratio Sectoral 1.90 1.92 1.98 1.63
Quick Ratio 0.33 0.32 0.28 0.48
Quick Ratio Sectoral 1.44 1.40 1.46 1.19
Cash Ratio 0.14 0.07 0.05 0.11
Cash Ratio Sectoral 0.46 0.35 0.30 0.24

Source: Own processing based on own calculatioddvdm data, 2020

In chapter 4.4.3, it was evaluated that companynitdrade had liquidity problems.
This fact is confirmed according to table 18, beeathe calculated data do not correspond
at all to sectoral data and in most cases doegmotose. According to ikova (2015),

it is important to connect the results of profitapiand liquidity ratios. These two ratios
assess the company's performance in the best wagn\Womparing the results of these
two ratios, it is evident that WalnutTrade needgniicant changes in management
of the company. These changes should lead to aralbu@provement of the company's

performance, profitability and higher liquidity tife company.

The company's goal should be at least to reaclorsédiquidity data. On the other hand,
itis important that liquidity ratios are not todgh, as excessive liquidity reduces
company's profitability. On the contrary, deposibhds in more profitable forms of assets.
WalnutTrade should be competitive in its sectorm@aring WalnutTrade's calculated

indicators and sectoral data helps the companegterghine its market position.
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Figure 10: Comparison of Liquidity Ratios 2015-2018
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5.1.3 Total Assets Turnover
Table 19: Total Assets Turnover (times) - sectoral da and calculated values
2015 2016 2017 2018
Total Assets Turnover 2.0 1.7 1.9 2.4
Total Assets Turnover Sectoral 2.3 2.2 2.3 2.3

Source: Own processing based on own calculatioddvm data, 2020
Turnover of total assets during the observed pedods not show a large fluctuation
in both indicators (table 19). The analysed comp@fainutTrade and companies in the

sector on an average turnover their assets twyeaia

5.1.4 Equity Ratios

Table 20: Comparison of Equity Ratio in % - sectoraldata and calculated values

2015 2016 2017 2018
Equity Ratio 19.1 13.2 8.2 12.0
Equity Ratio Sectoral 46.2 49.1 46.8 45.2

Source: Own processing based on own calculatiotidvdi data, 2020
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Table 20 shows a comparison of equity ratio, whera visible difference from sectoral

data. Companies in the sector finance its busifnessown sources (equity) about of 45%.
Company WalnutTrade should reduce the share of aitngrces and afterwards increase
the equity ratio to approximately 45% as its competd. This comparison shows that the

analysed company is largely financed only by o#uerrces.

5.2 Comparison of Selected Calculated Values

5.2.1 Evaluation of Absolute Indicators

The horizontal analysis of the balance sheet gleaflected the sale of the production hall
in 2018 and the increase in receivables of co-osvidele to the loan. These significant
changes were subsequently reflected in ROA, taséta turnover, fixed assets turnover,
receivables turnover in liquidity and debt ratiBsvery unpleasant fact was also apparent
in the area of short-term financial assets, whidrenmostly decreasing. This decrease
caused that the cash ratio decreased also. Thé @saive of short-term financial assets

is due to the payment of high liabilities.

Vertical analysis of liabilities showed that thengmany was almost 90% financed from
other sources between 2015 and 2018. The compamyldsitry to reduce this share,
but unfortunately in 2019 this share increased wp8.3%. The share of equity to total
liabilities and equity was only 1.7%. Significargéaleases in both horizontal and vertical
analysis showed around 2016 and 2017, when the amoynwas in a loss. The loss was
caused due to the high costs and huge vision oftthewners connected to the rapid

expansion of the company.

Vertical analysis of income statement for the obsérperiod shows large fluctuations
in costs. Based on the analytical statement ofmeatatement, significant fluctuations
were found in the following costs. Personal expsrisereased almost twice between 2015
and 2016 (from CZK 4.7 million to CZK 8.7 millionThese expenses should be reduced
by reducing the number of core employees and usioig temporary workers. Temporary

workers should only be used occasionally. Redueeben of core employees will reduce
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costs connected to social security and health amagr paid by the company. Subsequently,
the company had high costs in the area of packagiatgrials and internet promotion

during the observed period.
5.2.2 Evaluation of Profit/Loss

Figure 11 shows losses that were in 2016 (-352stods of CZK) and 2017 (-5 717
thousands of CZK) and its parts. The financial pioks is negative throughout
the observed period. The negative result is assutciwith the cost of bank loan and
financial services. The main reason for the loshkigh operating costs. Operating costs
include material consumption, energy consumptioent,r personal expenses, taxes,
depreciation, etc. These costs need to be reduscedenherate profit. Fortunately,

this happened in 2019, when the company is bapkafit.

Figure 11: Development of Profit/Loss and its Parts
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It is clear from figure 12 that the company inceshsts net turnover in the years when
itwas in a loss. If the net turnover is comparethwhe given values in the previous
figure 11, it is evident that the company did raie into account its costs connected to
expansion. Increasing net turnover does not aufoaligt mean that the company
is profitable. In 2019 turnover decreased, but ¢cbepany got back to black numbers

because of lower costs.

Figure 12: Net Turnover for the Accounting Period
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5.2.3 Evaluation of Supplier Credit

Supplier credit is obtained by the difference be&meayables and receivables. The figure
resulting from this difference indicates the sidetlee supplier credit in days. During

the supplier credit's period WalnutTrade uses ewerfunds free of charge. The use
of external funds might be used by WalnutTradeuxcipase inventories and then sell those
inventories in the form of a final product. Basedfgure 13, it is clear that the company
has enough time to buy inventories, convert thaseritories into a product and then sell
the final product, all of these steps by using pp$iar credit. During the observed period,

the average supplier credit is 118 days.
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Figure 13: Comparison of Receivables Turnover and &ables Turnover
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Ruackova (2015) states, that it is important to obseswgplier credit in the long-term point
of view and afterwards to assess whether extermsds are used efficiently.
The effectiveness of supplier credit is compareith wrofitability indicators. Based on this
comparison, supplier credit is used very ineffidggnas WalnutTrade's profitability
is negative or very low over the observed timerirdgke

5.2.4 Evaluation of Indebtedness

The financial statements, vertical analysis and dafios show that the company is very
indebted. In 2019 the debt was 98%, during the robseperiod the company increased
its debt instead of reducing it. This has a negaéffect on potential investors or banks
if the company wants to take another loan. The lfsam the company for co-owners
in 2019 amounting to 10 million of CZK rather wonsel the financial situation of the
company. These funds should have been used bydmmpany to pay off its debts,
thus should cause reduction of the ratio of otlemources to equity. From the results
in chapter 4.4.4, it is evident that the companyehto reduce the share of other sources
in total assets.

67



5.3 Recommendation

In 2015, the company changed its strategy and elquanery quickly due to its good
results in 2014. They automatized production, whics mostly hand work and single-
shift until then. The company bought packaging dmnging machines and a production
hall. Although the automatization of production wedd the proportion of hand work
labour and due to increased production, the compaadyto hire new employees, which
also increased personal expenses. The one-shifatape remained and this means that
the purchased fixed assets were ineffective. The peoduction hall also increased
all operating costs. Another negative point wasftioels on the end customer, for instance
more focus on the e-shop. Orders from the e-shegd n@&re administrative work, more
labour factor in order processing and it is lesdifable than orders for wholesale or retail.
These reasons tended to a loss in 2016 and 2017.

In 2018 and 2019 the company got back into blacknbers because they set up
the following measures. They reduced focus fronha@psorders and began to focus more
on retail and wholesale customers. The end custdorders from the e-shop) is only
an additional sale. The company sold the produchialh and moved to a smaller hall
where the rent is paid. Production was moved tgtuwgraphical area where are the lower
salaries conditions. Production was automatized emand two-shift operation was
introduced. Even more automated production and dWwfi- operation increased

the efficiency of fixed assets.

During the observed period, the company grew by amewner, in total the company
is owned by 3 co-owners. If the new partner inteedu possible measures to improve
the financial situation of the company, this changél be visible in the results

approximately of the following three years. In 20t two original co-owners took a loan
of 10 million CZK together from the company for yate investments. This fact affected

the calculated values for 2019 and in some cass®e tvalues are misleading.

The calculated values were expressively influenisgdhe loss in the observed period.

The financial situation during the observed timéeimal was not at all favourable,
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including the fact that in 2019 the company is fre8% indebted. Based on the analysis,
the following recommendations are figured out:

» Improve the receivables turnover, for instance cedthe turnover to 30 days.
The turnover of receivables for 2019 is 118 daysis Tindicator is misleading
because it takes into account the receivable fieencb-owners of the company.
If the indicator were calculated only from shontatereceivables, the turnover
would be 46 days.

» Reduce the turnover of payables to suppliers duemfrovement of payment
morality. Also try to eliminate the payment in adga to suppliers who require
an average of 60% of the price of the overall ardérese funds from advance
payment can be used more efficiently (for exampte,purchase goods that
in the meantime turn into cash).

» According to the field of inventory, they should becus on higher inventory
turnover. Especially focus more on FMCG as thaemuory could rotates faster and
unnecessary deficit caused by expiration could bireted. Afterwards do
an inventory analysis and dispose the low-turn@@yds and unprofitable goods
in the assortment. Focus more on quality and rexerReduction of stocks
in inventory because it holds unnecessarily lamgeuwnt of cash that can be used,
for example, to pay off debts. The company sholdd aevaluate the goods and
compare them with the competition to be competitRevaluation of goods mainly
due to increased profit per product.

» In the area of employees, reduce the number of geent employees and
supplements the remaining capacities with tempow@rypart-time employees.
This change will reduce personal expenses andetin@ining capacities should be
fulfilled occasionally according to seasonalityr(@xample before Christmas).

» Company WalnutTrade should significantly reduce disbt to at least 50%.
Companies in the sector have an average equity saaround 46%. WalnutTrade
should achieve this sectoral average and try toenth& company more financed
from its own sources. In my opinion, the ratio di:3 is achievable and will
improve the company's financial situation. The abwowentioned arrangements,
which will reduce costs and bring more money taagegebt, should help to reduce
debt. Company should at first pay its debts tostiage and then to the creditors.
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» Company should be highly focused on all costs ie tlpcoming years
and eliminate unnecessary costs. Follow up thescdost mainly to prevent
the company from getting into a loss again, whicluld mean bankruptcy for
the company.

» Marketing recommendation is related to wholesal@ ratail customers for whom
a bonus program associated with orders could betemte(for example, a quantity
discount, collecting bonus points, which can berafards used as a discount, gifts

etc.).
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6 Conclusion

The main aim of this thesis was to evaluate thesldgment of WalnutTrade in the period
2015-2019. Afterwards evaluate the financial sitratof the company and create
recommendations for the future development of tlenpgany. The sub-goal was
to elaborate the theoretical part, which explainsthnds and indicators of financial
analysis. The theoretical part formed the basigHercreation of the practical part, where

these methods were used in the analysed companinWhiade.

As already mentioned, the company has been in & flastwo years. The calculated

indicators are significantly different from the omemended values according to literature,
but also from the sectoral data. Financial statesnas well as internal information, which
were very important for evaluating the results, evawvailable for financial analysis.

The managerial decisions during the observed timterval have had a significant impact
on the calculated values. Internal information usnmarized in chapter 4.1.2 and final
evaluation of the company, including all recommdimhes, are in chapter 5.3.

The following paragraphs present the main recagtituh of the results.

Three main reasons are engaged out throughout hiodevanalysis: the rapid expansion
and purchase of the production hall, the subseqlesg in 2016 and 2017, and
the company's loan to two company co-owners. Thefgrs pass over almost all
indicators to each other. It is clear, that rapidamsion caused the loss and because of that
reason all profitability indicators show an inetige trend, including negative net working
capital. In 2016 and 2017, when the company wasloss, the horizontal analysis showed

significantly falls at almost each item and allfgedbility was in red numbers.

The huge financial problem is the indebtednessi®icbmpany, which is almost constantly
rising. The share of other sources (liabilities)cmmparison with own sources (equity)
Is rather increasing. In 2019 WalnutTrade was fi@8#6 indebted. The fact that the co-
owners borrow money from the indebted company du&scontribute to this either.

The aim of the co-owners should be mainly finanmabvery when the company in recent

years was in a loss, afterwards trying to stabilie company and then reduce the debt.
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The liquidity of the company also shows unfavouealmlumbers, it is well below

the recommended values from the literature, but laédow the sectoral averages.

The main goal of the company should be to stabihegfinancial situation of the company,
reduce debt to 50%, reduce operation costs anddaesiully observe them. For higher
profitability, the company should analyse produatsl exclude from the assortment those
products that are low-turnover and unprofitablee Tilanagement of the company should
mainly learn from the mistakes that led to the les&l should not to repeat them.
For higher competitiveness, the company shoulceas® the values of financial indicators
to the sectoral average. Net turnover of the commmew up in the observed period,
which is a positive indicator, but due to the lass arguable that the company did not pay
attention to high costs. The above summary andmetndations set out in chapter 5.3

should increase WalnutTrade efficiency and itsipability.

72



7 References
7.1 Bibliography

FRIDSON, M S. -- ALVAREZ, FFinancial statement analysis : a practitioner's
guide.New York: J. Wiley, 2002. ISBN 978-0-471-40917-5.

GRUNWALD, Rolf a Jaroslava HOLEKOVA. Finanéni analyza a planovani podniku
Praha: Ekopress, 2009. ISBN 978-80-86929-26-2.

HELFERT, E A.Financial analysis: tools and techniques : a guide managersNew
York: McGraw-Hill, 2001. ISBN 0-07-137834-0.

HOLECKOVA, Jaroslava.Financni analyza firmy Praha: ASPI, 2008. ISBN 978-80-
7357-392-8.

HRADECKY, Mojmir, Jii LANCA a Ladislav SISKAManaZerské éetnictvi Brno:
Masarykova univerzita, 2006. ISBN 80-210-4212-5.

KALOUDA, FrantiSek. Financni rizeni podniku 2., rozS. vyd. Plze Vydavatelstvi a
nakladatelstvi Ale§ensk, 2011. ISBN 978-80-7380-315-5.

KISLINGEROVA, Eva a Ji HNILICA. Financni analyza: krok za krokerg. vyd. Praha:
C.H. Beck, 2008. C.H. Beck pro praxi. ISBN 9788094135.

KISLINGEROVA, Eva.Manazerské finance. vyd. V Praze: C.H. Beck, 2010. Beckova
edice ekonomie. ISBN 978-80-7400-194-9.

KLINSKY, Petr a Otto MUNCHEkonomika pro obchodni akademie a ostatriédsii
Skoly 5., upr. vyd. Praha: Eduko, 2013. ISBN 978-80&#81-0.

73



KNAPKOVA, Adriana, Drahomira PAVELKOVA a Karel STHR. Financni analyza:
komplexni pi#vodce s piklady. 2., rozS. vyd. Praha: Grada, 2013. ProsperitayfiifSBN
978-80-247-4456-8.

KUBICKOVA, Dana a Irena JINRICHOVSKA. Financni analyza a hodnoceni
vykonnosti firmy V Praze: C.H. Beck, 2015. Beckova edice ekonon8&N 978-80-

7400-538-1.

MULA COVA, Véra a Petr MULAC. Obchodni podnikéani ve 21. stoleHraha: Grada,
2013. Finannitizeni. ISBN 978-80-247-4780-4.

PESKOVA, Radka a Irena JINDCHOVSKA. Financni analyza 2., aktualiz. vyd. Praha:
Vysoka Skola ekonomie a managementu, 2012. ISBN3®786730-89-9.

PETRIK, Tomas.Ekonomické a finami 7izeni firmy: manazerskétnictvi v praxi 2.,
vyrazre rozS. a aktualiz. vyd. Praha: Grada, 2009. ISB8F87-247-3024-0.

RUCKOVA, Petra.Financni analyza: metody, ukazatele, vyuZiti v prdxj aktualiz. vyd.
Praha: Grada, 2011. Fingam fizeni. ISBN 978-80-247-3916-8.

RUCKOVA, Petra.Financni analyza: metody, ukazatele, vyuziti v préxj aktualizované
vydani. Praha: Grada Publishing, 2015. Fémanizeni. ISBN 978-80-247-5534-2.

SEDLACEK, JaroslavFinancni analyza podniki2., aktualiz. vyd. Brno: Computer Press,
2011. ISBN 978-80-251-3386-6.

SYNEK, Miloslav. ManaZersk& ekonomik&., aktualiz. a dopl. vyd. Praha: Grada, 2011.
Expert (Grada). ISBN 978-80-247-3494-1.

STOHL, PavelUcebnice detnictvi 2013: pro sedni Skoly a v@jnost 14., upr. vyd.
Znojmo: Pavel Stohl, 2013. ISBN 978-80-87237-60-1.

74



STOHL, PavelUcebnice @etnictvi 2011: pro sedni Skoly a v@jnost 12., upr. vyd.
Znojmo: Pavel Stohl, 2011. ISBN 978-80-87237-35-9.

VOCHOZKA, Marek.Metody komplexniho hodnoceni podnikeraha: Grada, 2011.
Finartnitizeni. ISBN 978-80-247-3647-1.

7.2 Internet Sources

BRAGG, Steven. Accounts receivable dajscountingToolgonline]. 02. 03. 2019
[cit. 2019-10-25]. Available at: https://www.accdingtools.com/articles/what-is-

accounts-receivable-days.html

CZECHIA. Z&kon¢. 586/1992 Sb. o danich Ziju, ve zréni poza@jSich gedpigi. In:
ASPI [online]. Praha: Wolters KluwerCR [cit. 2020-03-31]. Available at:
https://www.noveaspi.cz/products/lawText/1/40372/1/

CZSO. Klasifikace ekonomickyatinnosti (CZ-NACE) Cesky statistickys@ad [online].
14. 11. 2019 [cit. 2019-11-20]. Available at: httpgww.czso.cz/csu/czso/klasifikace

ekonomickych_cinnosti_cz_nace

CZSO. Vybrané ukazatele obchodu: Velkoobchod, kramtorovych vozidel (CZ-NACE
46).Cesky statisticky  7ad [online]. [cit. 2020-01-05]. Available at:
https://vdb.czso.cz/vdbvo2/faces/cs/index.jsf? pagstep-objekt-vyhledavani&vyhltext
=Velkoobchod+%28krom%C4%9B+motorov%C3%BDch+vozid2®#t%28CZNACE+4
6%29*%29&bkvt=VmVsa29vYmNob2QgKGtyb23EmyBtb3Rvem92ijaCB2b3ppZGV
SKSA0Q1otTkFDRSAONIikgKQ..&katalog=all&pvo=0OBUOQO3&sty 75#w=

CZSO0. Zakladni charakteristiky ekonomického postawbyvatelstva vedku 15 a vice
let. Cesky statisticky /@d: Ve‘ejna databazeonline]. [cit. 2020-03-06]. Available at:
https://vdb.czso.cz/vdbvo2/faces/cs/index.jsf? pagstep-
objekt&z=T&f=TABULKA&skupld=426&katalog=30853&pvo=AMO01-
C&pvo=ZAMO01-C&u=v413__VUZEMI__ 97 19

75



HAYES, Adam. Return on Sales (ROS): Definititmvestopedidonline]. 24. 06. 2019
[cit. 2019-10-25]. Available at: https://www.invesiedia.com/terms/r/ros.asp

HOLY, Petr. EBITDA a EBIT — silné nastroje pro oéanspolénosti.LYNX[online]. [cit.
2019-10-25]. Available at: https://www.lynxbrokezlezdelavani/ebitda-a-ebit/

KENTON, Will. Revenuelnvestopedidonline]. 14. 07. 2019 [cit. 2019-10-23]. Availabl

at: https://www.investopedia.com/terms/r/revenye.as

MINISTERSTVO SPRAVEDLNOSTICESKE REPUBLIKY. Véejny Rejstik a Sbirka
listin:  Vyhledavani subjekt eJustice [online]. [cit. 2020-01-09]. Dostupné z:

https://or.justice.cz/ias/ui/rejstrik

MIT, Department 31400. Fin&ni analyza podnikové sféry za rok 20Ministerstvo
prumyslu a obchod{pnline]. 30. 05. 2017 [cit. 2019-01-08]. Availabl at:
https://www.mpo.cz/cz/rozcestnik/analyticke-matigria-statistiky/analyticke-
materialy/financni-analyza-podnikove-sfery-za-rdktB--228985/

MIT, Department of Economic Analysis. Fingmi analyza podnikové sféry za rok
2017.Ministerstvo pfimyslu a obchod{online]. 04. 06. 2018 [cit. 2019-01-08]. Availabl
at: https://www.mpo.cz/cz/rozcestnik/analyticke-aragtly-a-statistiky/analyticke-

materialy/financni-analyza-podnikove-sfery-za-raktZ--237570/

MIT, Department of Economic Analysis. Fingmi analyza podnikové sféry za rok
2018.Ministerstvo pfimyslu a obchod{online]. 17. 09. 2019 [cit. 2019-01-08]. Availabl
at: https://www.mpo.cz/cz/rozcestnik/analyticke-arggtly-a-statistiky/analyticke-

materialy/financni-analyza-podnikove-sfery-za-rakt8--248883/

TUOVILA, Alicia. Financial Analysisinvestopedigonline]. 25. 10. 2019 [cit. 2019-10-
23]. Available at: https://www.investopedia.comierf/financial-analysis.asp

76



8 Appendices

List of Appendices
Annex 1: Balance Sheet in a Simply Format 2015-2049CZK thousands) —

Assets

Annex 2: Balance Sheet in a Simply Format 2015-2069CZK thousands) —
Liabilities and Equity

Annex 3: Income Statement in a Simply Format 22@%9 (in CZK thousands)

Annex 4: Horizontal Analysis of Assets

Annex 5: Vertical Analysis of Assets

Annex 6: Horizontal Analysis of Liabilities and &ity

Annex 7: Vertical Analysis of Liabilities and Edyi

Annex 8: Horizontal Analysis of Income Statement

Annex 9: Vertical Analysis of Income Statement



Annex 1 Balance Sheet in a Simply Format 2015 — 201€4K thousands) — Assets

ASSETS row 2015 2016 2017 2018 2019

TOTAL ASSETS (1. 02+ 03 +07 + 14) 01 24 245 32 358 31 167 22 472 29430
A. Receivables from subscriptions 02 0 0 0 0 0
B. Fixed assets (r. 04 to 06 ) 03 10 653 12 969 12 102 1780 1923
B. |I. Intangible fixed assets 04 0 0 219 147 73
B. | Tangible fixed assets 05 10 653 12 969 11 883 1633 1850
B. [l Long-term financial assets 06 0 0 0 0 0
C. Current assets (r. 08 + 09 + 12 + 13) 07 13 458 19 290 18 942 20 491 27 315
C. | Inventory 08 9 025 12 522 12734 11737 9 356
C. | Receivables 09 2523 5310 5200 6 790 17 68y
C. | Long-term receivables 10 2520 5135 5108 210 10 781
C. |l Short-term receivables 11 3 175 92 6 580 6 906
C. |l Short-term financial assets 12 1910 1458 1008 1964 332
C. |IV. Cash and bank accounts 13 0 0 0 0 0
D. |I Accruals 14 134 99 123 201 132




Annex 2 Balance Sheet in a Simply Format 2015 — 201€4K thousands) — Liabilities and Equity

LIABILITIES AND EQUITY row 2015 2016 2017 2018 2019
TOTAL LIABILITIES (r. 16 + 23 + 28) 15 24 245 32 358 31 167 22 472 29 43(
A Equity (r. 17 to21 - 22) 16 4 623 4271 2 550 2 698 496
A. | | Registered capital 17 3020 3020 3020 3020 3020
A. Il | Capital funds 18 0 0 4 000 4 000 1303
A. Il | Funds from earnings 19 50 50 46 46 44
A. IV | Profit/ loss - previous year 20 69 1553 1201 -4 519 -4 368
A V | Profit / loss - current year (+/-) 21 1484 -352 -5 717 151 497
A. VI | Decided on advance for payment of a profit shgre 22 0 0 0 0 0
B.+C. Other sources (1. 24 + 25) 23 19 622 28 087 28 617 19774 28 934
B. Reserves 24 0 0 0 0 0
C. Payables (. 26 + 27 ) 25 19 622 28 087 28 617 19774 28 934
B. Il | Long-term payables 26 6110 7 218 7 956 1345 20 930
B. Il | Short-term payables 27 13512 20 869 20 661 18 429 8 004
D. Accruals 28 0 0 0 0 0




Annex 3 Income Statement in a Simply Format in CZK thawsa(2015-2019)

0 TEXT row | 2015 2016 2017 2018 2019
] Revenues from thga sale of own 01 116 19 0 0 0
products and services
Il. Revenues from sold goods 02 | 47857| 54915 58461 5372 54 9p3
A. Production consumption 03 | 40308| 46975 53175 4366 437%4
B. (Cif)gnge in inventory of own product 04 0 0 0 0 0
C. Capitalisation (-) 05 0 0 0 0 0
D. Personal expenses 06 4724 6588 8966 7931 865¢(
E ;/raelge adjustments in the operationg 07 501 1230 1420 1913 1321
Il. Other operating revenues 08 98 94 261 9 553 236
F. Other operating expenses 09 297 60 71 9184 599
* Operating profit/loss (+/-) 10 2221 175 -4 910 586 854
V. Revenues from long-term financial 11 0 0 0 0 0
assets - shares
G. Costs spent for sold shares 12 0 0 0 0 0
v Revenues from other long-term 13 0 0 0 0 0
financial assets
H. Costs related to other fixed financia 14 0 0 0 0 0
assets
VI. Interest revenues 15 0 0 0 67 0
1 \_/alue_adjustments and reserves in 16 0 0 0 0 0
financial area
J. Interest expenses 17 42 191 326 192 88
VILI. Other financial revenues 18 224 139 242 151 109
K. Other financial expenses 19 569 475 726 461 378
< - - .
Proﬂt/lToss from financial 20 387 527 -807 -435 -357
operations ( +/-)
*% T _
;’(r)c))ﬂt/Loss before tax (+/-) (r. 10 + 21 1834 -352 5717 151 497
L. Income tax 22 350 0 0 0 0
*% Tl - -
;’;c))ﬂt/Loss aftertax (+/-) (r. 21 23 1484 352 5717 151 497
M. Transfer profit (loss) to partners (+/{ 24 0 0 0 0 0
*rx Profit/Loss of current accounting
oeriod (+/-) (r. 23 - 24) 25 | 1484 -352 -5 717 151 497
* Net turnover for the accounting
period = + 1. + Il + V. + V. + 26 | 48295| 55167 58964 63497 55268
VI. + VII




Annex 4 Horizontal Analysis of Assets

2016/2015 2017/2016 2018/2017 2019/2018
Assets

i | % lem | % |em | % | om | %
TOTAL ASSETS 8 113 335 -1191 -3.7 -8 695 -27.9 988 31.0
Receivables from subscriptions 0 0.0 0 0.0 0 0.0 0 0.0
Fixed assets 2 316 21.7 -867 -6.7) -10 322 -8583 314 8.0
Intangible fixed assets 0 0.0 219 0.0 =72 -32|9 -74 -50.3
Tangible fixed assets 2 316 21.7 -1 086 -8.p BDp -86.3 217 13.3
Long-term financial assets 0 0.0 0 0.G 0 0.0 0 00
Current assets 5832 43.3 -348 -1.8 1549 8.2 @388 33.6
Inventory 3497 38.7 212 1.7 -997| -7.8 -2 381 -20,
Receivables 2 787 110.5 -110 -2.] 1590 30}6 70 89160.5
Long-term receivables 2 615 103. -27 -0.% -4 898-95.9 10571 5033.9
Short-term receivables 172 5733 -83 -4714 6 487 052.2 326 5.0
Short-term financial assets -452 -23. -450 -30.9 956 94.8 -1 632 -83.1
Cash and bank accounts 0 0.0 0 0.0 0 op ( 0
Accruals -35 -26.1 24 24.2 78 63.4 -69 -34.




Annex 5 Vertical Analysis of Assets

I q 2015 2016 2017 2018 2019
Selected Assets % % % % %
TOTAL ASSETS 100.0 100.0 100.0 100.0 100.0
Receivables from subscriptions| 0.0 0.0 0.0 0.0 0.0
Fixed assets 43.9 40.1 38.8 7.9 6.5
Intangible fixed assets 0.0 0.0 0.7 0.7 0.2
Tangible fixed assets 43.9 40.1 38.1 7.3 6.3
Long-term financial assets 0.0 0.0 0.0 0.0 0.0
Current assets 55.5 59.6 60.8 91.2 93.0
Inventory 37.2 38.7 40.9 52.2 31.8
Receivables 10.4 164 16.7 30.2 60.1
Long-term receivables 10.4 15.9 16.4 0.9 36.6
Short-term receivables 0.0 0.5 0.3 29.3 23.5
Short-term financial assets 7.9 4.5 3.2 8.7 1.1
Cash and bank accounts 0.0 0.0 0.0 0.0 0.0
Accruals 0.6 0.3 0.4 0.9 0.4




Annex 6. Horizontal Analysis of Liabilities and Equity

2016/2015 2017/2016 2018/2017 2019/2018
Liabilities and Equit

- ook | * lem | % em | %® |em | %
TOTAL LIABILITIES 8 113 335 -1191 -3.7 -8695 | -27.9 6 958 31.0
Equity -352 -7.6 -1721 -40.3 148 5.8 -2 202 -8116
Registered capital 0 0.0 0 0.0 0 0.0 0 0.0
Capital funds 0 0.0 4 000 0.0 0 0.0 -2 697 -67.4
Funds from earnings 0 0.0 -4 -8.0 0 0.g -2 -413
Profit / loss - previous year 1 484 215Q.7 -35 272 -5720| -476.3 151 -3.3
Profit / loss - current year (+/-) -1836| -123.| -5365| 1524.] 5868 -102.p 344 229]1
Decided on advance for payment of a profit shagre|(- 0 0.0 0 0.0 0 0.0 0 0.0
Other sources 8 465 43.1 530 1.9 -8 843 -30.9 9160 46.3
Reserves 0 0.0 0 0.0 0 0.0 0 0.0
Payables 8 465 43.1 530 1.9 -8 843 -30.9 9160 463
Long-term payables 1108 18.1 738 10p -6 611 1-88.19585| 1456.1
Short-term payables 7 357 54.4 -20 -1.p -2 232 0.8-1] -10425| -56.6
Accruals 0 0.0 0 0.0 0 0.0 0 0.0




Annex 7: Vertical Analysis of Liabilities and Equity

o _ 2015 2016 2017 2018 2019
Liabilities and Equity
% % % % %

TOTAL LIABILITIES 100 100 100 100 100.0
Equity 19.1 13.2 8.2 12.0 1.7
Registered capital 12.5 9.3 9.7 13.4 10.
Capital funds 0.0 0.0 12.8 17.8 4.4
Funds from earnings 0.2 0.2 0.1 0.2 0.1
Profit / loss - previous year 0.3 4.8 3.9 -201 .814
Profit / loss - current year (+/-) 6.1 -1.1 -18 0.7 1.7
Decided on advance for payment of a profit shagr¢ (- 0.0 0.0 0.0 0.0 0.0
Other sources 80.9 86.8 91.8 88.0 98.3
Reserves 0.0 0.0 0.0 0.0 0.0
Payables 80.9 86.8 91.8 88.0 98.3
Long-term payables 25.2 22.3 25.9 6.0 71)
Short-term payables 55.7 64.5 66.1 82.p 27
Accruals 0.0 0.0 0.0 0.0 0.0




Annex 8 Horizontal Analysis of Income Statement

2016/2015 2017/2016 2018/2017 2019/2018
Selected item from income
statement ths. N ths. N ths. 8 ths. N
CzZK % CzK % CzK % CzZK &
Revenues from th_e sale of oyn .97 -83.6 19 -100 0 0 0 0
products and services
Revenues from sold goods 7 05 1417 3 546 6[5 -4|738.1 1197 2.2
Production consumption 6 667 16.% 6 200 13|2 -9 51a17.9 59 0.1
Change in inventory of own 0 0.0 0 0.0 0 0.0 0 0.0
products (+/-)
Capitalisation (-) 0 0.0 0 0.0 0 0.0 0 0.4
Personal expenses 1864 395 2378 34.1 -1|/035 5 -JL11.725 9.1
Value adjustments in the 709 | 1361 190| 154| 493 3af 590 -3ds
operational area
Other operating revenues -4 -4.1 16f7 174.7 9 2056032| -9 317| -97.5
Other operating expenses -23\7 -7948 11 1§.3 911383%.4 -8585| -935
Operating profit/loss (+/-) -2046| -92.1| -5085 @05.7] 5496 | -111.9 268 45.7
Revenues from long-term 0 0.0 0 0.0 0 0.0 0 0.0
financial assets - shares
Costs spent for sold shares 0 0.9 Q 0.p D g.o 0 ¢.0
Reveques from other long-tefm 0 0.0 0 0.0 0 0.0 0 0.0
financial assets
C_:osts_related to other fixed 0 0.0 0 0.0 0 0.0 0 0.0
financial assets
Interest revenues 0 0.0 0 0.0 67 0.p -67 -14o.0
_Value z_idjust_ments and reseryes 0 0.0 0 0.0 0 0.0 0 0.0
in the financial area
Interest expenses 149 354|8 13p 7017 -134 -41.1 4 -10-54.2
Other financial revenues -85 -37.p 108 740 91 63 -42 -27.8
Other financial expenses -94 -16pp 2511 52|8 -265 6.53 -83 -18.0
Profit/Loss from financial 140 | 362 | -280| 31| 372| 46} 78  -17)o
operations ( +/-)
Profit/Loss before tax (+/-) | 5186 | .119.2| 5368 1524} 5868 -10f.6346 | 2291
(r. 10 + 20)
Income tax -350 -100.0 0 0.0 0 0.0 0 0.0
Profit/Loss after tax ( +/-) -1836| -123.1 -53651524.1] 5868 -102.¢ 346 229.1
Transfer profit (loss) to 0 0.0 0 0.0 0 0.0 0 0.0
partners (+/-)
Profi’Loss of current 1836| -1237] 5368 15248 5868 -101.6346 | 229.1
accounting period (+/-)
Net turnover for the 6872 | 142 | 37971 69| 4533 7.9 -8229| -13.0
accounting period




Annex 9 Vertical Analysis of Income Statement

2015 2016 2017 2018 2019

Income Statement % % % % %
Total Revenues 100 100 100 100 100
Revenues from the sale of own products and seryice®.24 0.03 0.00 0.00 0.00
Revenues from sold goods 99.76 99.97 100 100 100.0
Production consumption 84.02 85.51 90.96 81.27% 79.6[L
Change in inventory of own products (+/-) 0.00 0.00 0.00 0.00 0.00
Capitalisation (-) 0.00 0.00 0.00 0.00 0.00
Personal expenses 9.85 11.99 15.34 14.76 15.7p
Value adjustments in the operational area 1.09 2.24 2.43 3.56 241
Other operating revenues 0.20 0.17 0.45 0.31 0.43
Other operating expenses 0.62 0.11 0.12 16.55 1.09
Operating profit/loss (+/-) 4.63 0.32 -8.40 1.09 1.55
Revenues from long-term financial assets - shards 0.00 0.00 0.00 0.00 0.00
Costs spent for sold shares 0.00 0.00 0.00 0.00 0.00
Revenues from other long-term financial assets 0.00 0.00 0.00 0.00 0.00
Costs related to other fixed financial assets 0.00 0.00 0.00 0.00 0.00
Interest revenues 0.00 0.00 0.00 0.12 0.00
Value adjustments and reserves in the financia gre 0.00 0.00 0.00 0.00 0.00
Interest expenses 0.09 0.35 0.56 0.36 0.16
Other financial revenues 0.47 0.25 0.41 0.28 0.20
Other financial expenses 1.19 0.86 1.24 0.86 0.69
Profit/Loss from financial operations ( +/- ) -0.81 -0.96 -1.38 -0.81 -0.65
Profit/Loss before tax (+/-) 3.82 -0.64 -9.78 0.28 0.90
Income tax 0.73 0.00 0.00 0.00 0.00
Profit/Loss after tax ( +/-) 3.09 -0.64 -9.78 0.28 0.90
Transfer profit (loss) to partners (+/-) 0.00 0.00 0.00 0.00 0.00
Profit/Loss of current accounting period (+/-) 3.09 -0.64 -9.78 0.28 0.90
Net turnover for the accounting period 100.67| 100.42] 100.86 118.19 100.p3




