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ABSTRAKT
Tato bakal&ska prace se zabyva finan analyzou firmy AMIPOL ZLIN, s.r.o. Cilem

prace je zanalyzovat informace o podniku za roky520 2008 a navrhnou mozigseni a
opafteni, kterd by vedla ke zlepSeni fidansituace podniku. Prace je réimha do dvou
Casti — teoretické a praktické. V teoretiak@sti jsou popsany metody finam analyzy a
zdroje dat pro analyzu. V praktick&sti jsou uvedeny charakteristiky spwlesti a
nasledné vypracovani fin&m analyzy, p kterém jsou pouzity ukazatele a metody, které
jsou popséany \asti teoretické. Ziskané hodnoty jsou porovnanypdnbtami z odstvi.
Zawr shrnuje celkovou finami situaci podniku a navrhuje mozi&Seni a op&tni pro

dalSi¢innost podniku.

Klicova slova: finatni analyza, rozvaha, vykaz ziska ztrat, absolutni, pafrové,

rozdilové a souhrnné ukazatele.

ABSTRACT

This bachelor thesis deals with a financial analydithe company AMIPOL ZLIN, s.r.o.
The aim of this thesis is to analyze the informatbout the company from the years 2005
— 2008 and then recommend possible solutions arasunes for improvement of the
financial situation in the company. The thesis idd into two parts — theoretical and
practical. The theoretical part deals with the rodthof financial analysis and sources of
data for the analysis. The practical part is inic@tl by a short characteristic of the
company and is followed by the actual financiallgsia. In this analysis are used ratios
and methods described in the theoretical part.réaehed values are then compared with
the industry. The conclusion sums up the finansi@lation of the company and suggests

possible solutions and improvements for furtheivagtof the company.

Keywords: financial analysis, balance sheet, incata¢ement, absolute indicators, ratio

analysis, subtractive indicators, cumulative inthcs.
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INTRODUCTION

Nowadays it is necessary for companies to haveeréifit financial statements. These
financial statements include balance sheet whigtesents the state of the economic
resources of a company, income statement whiclesepts the financial performance of a
company during a specified amount of time and sonest the statement of cash flows.
The first two statements mentioned above are dioligaThey have to be made according
to the law of the country where the company is gats business because at the end of
every year these documents have to be submittad appropriate tax office. The data in
these statements then can be used in the finaaradysis.

Financial analysis is used to determine the firgnoealth of a company and also to give
feedback if the plans that company set out werfédléa or not.

Financial analysis is not only important to a compaut also to potential customers and
creditors which are interested in doing businegsh wicertain firm. Also when company is
applying for a bank loan bank has to do a compledysis of that company so the bank
knows if to authorize or deny the loan.

For my bachelor thesis | chose the company AMIPQINZ s.r.o. The company is based
near my home and provides truck transport. Duriag years | saw a lot of new trucks
standing in company’s depot. | got curios that fremeh a small company the company is
getting bigger and bigger and obviously making naowd more money because of the new
trucks it was buying.

The second thing why | chose this company is tf@aicompany executive is a young man
and | would love to take some business advices fimm The company executive gave his
consent for me to make a financial analysis ofdoisipany. He also provided me with all
the materials that | needed and was a really blg fo@ me when | needed to consult
something with him.

My bachelor thesis is divided into two parts. Thstfpart is theoretical. It sums up and
explains terms which are connected with financradlgsis. The second part, the practical
part, is the actual financial analysis of AMIPOL IRL s.r.o. and applies terms from the
theoretical part on this company. The data used AWHPOL ZLIN, s.r.o. are then
compared with the freight industry. Unfortunatehe tdata provided by MIT for freight
industry are calculated only for years 2007 and820@rote an email to the MIT asking if

there are any available data for years 2005 and5.20(Qgot an answer stating that
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unfortunately there are no data available for tkary requested by me. So for freight
industry | have analyzed only years 2007 and 2008.
At the end of my bachelor thesis there is a corspéataluation of financial analysis of

AMIPOL ZLIN, s.r.0. and recommendations for furtlieprovement of the company.
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THEORY
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1 CHARACTERIZATION OF FINANCIAL ANALYSIS

The economical environment nowadays is still chaggiThis leads to changes in
companies which are part of this environment. itmportant for a successful company to
do the analysis of its financial situation. The imm®mmon method of analysis — financial
indicators — used in financial analysis is used d@aluating of the company’s strategy
following the economical environment. (Kislingercaad Hnilica 2008)

There exist a lot of ways how to define “financaalalysis”. But the most exact definition
Is that financial analysis is systematical analyfisacquired data contained in financial
statements. Financial analysis contains the evaluaif company’s past, present and

prediction of the future financial conditions.i#&ova 2010)

1.1 Object and purpose of financial analysis

The goal of financial analysis is to determine flmancial health (financially healthy
company is a company, which at a moment is ablelfdl the purpose of its existence
(Valach 1999)) of the company, identify weaknested could lead to problems and
determine the strong sides. Financial analysissléaknowledge, what would company’s
finance stand and should result in confirmationnoodification of existing financial
politics. (Holetkova 2008)

The main purpose of financial analysis is to corhprsively state the ownership and
financial structure of company. That means catdhoflits elements (analysis of the
profitability of assets, analysis of debt, analysisthe risk of insolvency etc.) and also
prepare mounts for the internal decisions of corngjgamanagement. (Hotkova 2008).
Generally speaking financial analysis containstaofomethods used for many decision-
making roles. In terms of purpose financial analysn be divided into: (Pavelkova and
Knapkova, Podnikové finance: Paoka pro distaéni studium 2008)

1. Analysis of financial position of a companyits goal is to globally analyze
financial position of a company. Data for this asé are derived from many
financial and non-financial sources. The most ingoar non-financial sources are
statements of financial accounting and notes tnth@avelkova and Knapkova,
Podnikové finance: Poicka pro distaéni studium 2008)

2. Analysis connected with specific decision-makingse- management of every
area is connected with many decision-making raldsch go beyond the scope of
one financial aspect. (Pavelkova and Knapkova, Rogé finance: Poriicka pro
distartni studium 2008)
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1.2 Users of financial statements
Financial analysis can be divided into two sectjomgernal and external analysis,
depending on who is creating it and who needs it.
The users of financial analysis mainly are:

 Managers

* Investors, Security Analysts and Shareholders

» Banks and other creditors

* Business partners (buyers and suppliers)

«  Employees

* Government
Managers. Managers need financial statements so they c&e necisions about finances
of the company. A financial-statement based vagiablich as the current debt-to-equity
ratio or the interest coverage ratio, is frequemtigortant in deciding how much long-term
debt to rise. Also managers can use the finanta¢ments of other companies for their
decision making. For example when managers decltireno re-direct the resources of
the company the financial statement of another @mgan show areas where high profit
margins are currently being earned. (Sess 1. UsaisSuppliers of Financial Statements
Information 2010)
Investors, Security Analysts and ShareholdersThese are major recipients of financial
statements of corporations. Based on financiakstahts they can make decisions if to
buy, retain or sell shares of the company and taytime the purchase of those shares.
Typically, their decisions have either an investtrfenus or a stewardship focus; in some
cases, both will occur simultaneouslg.an investment focus, the emphasis is on choosing
a portfolio of securities that is consistent witle tpreferences of the investor for risk,
return, dividend vyield, liquidity and so on. (SebksUsers and Suppliers of Financial
Statements Information 2010)
Banks and other creditors. When bank provides a loan for a company it hast af
evaluation procedures that stipulate a certain amoof liquidity, leverage and
profitability. Having these ratios in mind the bad&cides about the amount of the loan.
(Sess 1: Users and Suppliers of Financial Statesriefdrmation 2010)
Businesspartners (buyers andsuppliers). Financial statement can play a significant role
in this relationship. New buyer or supplier neenlstake sure that company has a good

financial health. (Sess 1: Users and Supplierdradri€eial Statements Information 2010)
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Employees Employees have several motivations. They wantctmpany to continue to
generate profit. Financial statements for themraedly good source of potential future
profitability and solvency. They also might needaficial statements to monitor the
viability of their pension plans. (Sess 1. Usersl &uppliers of Financial Statements
Information 2010)

Government The demand for financial statements by governnsantarise in a diverse
set of areas such as; Revenue rising, e.g. formectax, sales tax, or value-added tax
collection. Government contracting, e.g. for reimgng suppliers paid on a cost-plus basis
or for monitoring whether companies engaged in govent business are earning excess
profits.

1.3 Source of Information for Financial Analysis

1.3.1 The Balance Sheet

The main purpose of the balance sheet is to seheutnancial position of a business in a
particular time. Sometimes it is referred to baéasbeet as tposition statemenbecause

it provides the user with a picture of the finah@asition of a firm. The balance sheet
reveals the forms in which wealth of a busineskell and how much wealth is held in
each form. It sets out assets of the business ersidle and the claims against the business
on the other. (Atrill and McLaney 2005)

1.3.2 Income statement

A financial statement that reports profits and éssBusiness made in a certain time period.
It is derived by deducting from total revenue fgraaiod, the total expense associated with
that revenue. (Atrill and McLaney 2005)

1.3.3 Cash Flow
Cash flow is movement of cash (Atrill and McLan&03) and is divided into 3 groups:

1. Operating cash flow basic activity of a company which is supposedédoerate
profit.

2. Investment cash flowacquisition and disposal of fixed assets. Evenguatian be
activity connected with loans and bailouts thahdd considered as an operating
activity.

3. Financial cash flow —results in changes in amount and structure of poand
long-term liabilities. (Grinwald and Halkova 2007)
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1.3.4 Note to the financial statement

Note to the financial statement contains infornratichich can’t be found in the income
statement nor the balance sheet. The note is \s&fylufor the external users of financial
analysis and based on it external users can fonreaojudgment about the financial
situation of a company and profit of a company, pare financial situation now and in the
past and estimate possible future developmentefidova 2008)

1.3.5 Annual report
The annual report is the most important report a@pons issue to their stockholders.
There are two types of information provided in aameport:

1. Verbal section —presented as a letter from the CEO and describegpay’s
operating results in the past year and discusses developments that will
influence future operations. (Brigham, Financialfdgement: Theory and Practice
(Harcourt College Publishers Series in Financep200

2. Financial statements ¥he annual report presents four basic financidkestants
the balance sheet, the income statement, the statevhretained earnings and the
statement of cash flow. Together these statemévdsag accounting picture of the
company’s operations and financial position. Dethiflata are provided for the two
or three most recent years, along with historiaanmaries of key operating
statistics for the past five or ten years. (Brigh&mancial Management: Theory

and Practice (Harcourt College Publishers Seri€sriance) 2005)
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2 METHODS OF FINANCIAL ANALYSIS

Financial analysis of financial statements candigedoy several methods, in different rates
of punctuality and by many forms and techniquesafcial analysis explores the financial
situation of a company. Financial situation of anpany is tested by quantitative methods
which process data in financial statements. Itaésded to prepare indicators of financial
situation of a company from these statements aooh fknowledge of theorems from
financial management deduce the criteria for its@ation. But financial situation can’t be
evaluated only by simple calculation. The overatlage of the financial situation is
presumed by analytics based on their experience iathidia designated by relevant
quantitative relations which were put into a tédbleckova 2008)

The basis of financial analysis is using the railicators whereas absolute and
subtractive indicators play certain additional rolée size of the absolute indicators in
many ways depends on the size of the company aradhem factors. Absolute indicators
can’'t be used for intercompany comparison. Veryfulse trend comparison of absolute
indicators in time, i.e. their growth and downtumnconsequential period (years, quarters,
months). (DluhoSovéa 2008)

2.1 Absolute Indicators

2.1.1 Horizontal analysis

Also called as analysis of trends horizontal analysoks into the changes of absolute
indicators in time and expresses percentual oximt@nge of a certain item. The aim of
the horizontal analysis is to measure the moveménndividual items absolutely and

relatively and to measure their intensity. Horiabnanalysis examines two problems.
Absolute change and percentual change of itemde{kova 2008)

Absolute changeThis method calculates the difference between twisecutive years.

absolute change = value; — value,_,

Percentual changeExpressed as a percentage to the value of theybase

absolute change

percentual change = x 100 (%)

value;_,;
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2.1.2 Vertical analysis
Vertical analysis deals with inner structure of@bte indicators. Sometimes it is called as
an analysis of components. Individual items of fficial statements are compared to the

total sum of assets and liabilities.adRova 2010)

2.2 Subtractive indicators
Net working capital (NWC) also known as working itapis the most used subtractive
indicator calculated as a difference between ctigegets and current liabilities. Working
capital contains current assets without liabilités company which has to be paid within
one year. (Holékovéa 2008)

NWC = current assets — current liabilities
“Positive working capital means that the companyaisle to pay off its short-term
liabilities. Negative working capital means thatampany currently is unable to meet its
short-term liabilities with its current assets (basaccounts receivable and inventory).”
(Working Capital 2010)
“If a company's current assets do not exceed itsecu liabilities, then it may run into
trouble paying back creditors in the short termeM™iorst-case scenario is bankruptcy. A
declining working capital ratio over a longer tingeriod could also be a red flag that
warrants further analysis. For example, it could that the company's sales volumes are
decreasing and, as a result, its accounts receaablumber continues to get smaller and
smaller.” (Working Capital 2010)
“Working capital also gives investors an idea o€ tbompany's underlying operational
efficiency. Money that is tied up in inventory oomay that customers still owe to the
company cannot be used to pay off any of the coyfgabligations. So, if a company is
not operating in the most efficient manner (sloweobion), it will show up as an increase
in the working capital. This can be seen by commgathe working capital from one period
to another; slow collection may signal an undertyirproblem in the company's
operations.”(Working Capital 2010)

2.3 Ratio analysis
Ratios are the most widely used tools for finaneaialysis because they provide clues to
and symptoms of underlying conditions. A ratio daelp in uncovering trends and

conditions difficult to detect by inspecting indivial components making up the ratio.



TBU in Zlin, Faculty of Humanities 19

Ratios are often future oriented, they are oftgnstdd for their probable future trend and
magnitude and their usefulness depends on skiiifatpretation. (Wild 2006)

A ratio expresses a mathematical relation betweenguantities and can be expressed as
percent, rate or proportion. Computation of a raia simple arithmetic operation but its
interpretation is not. For the ratio to be meanuhgt must refer to an economically
important relation. (Wild 2006)

2.3.1 Liquidity ratios

A liquid asset is one that trades in an active reiagkd hence can be quickly converted to
cash at the going market price, and a companygiitity ratios” deal with a question if
the company is going to be able to pay off its defst they come due over the next year or
so. A full liquidity analysis requires the use @fsb budgets but by relating the amount of
cash and other current assets to current obligati@tio analysis provides a quick, easy-

to-use measure of liquidity. (Brigham 2005)

2.3.1.1 Ability to Meet Short-Term Obligations: The Current Ratio
The current ratio is calculated by dividing current assets by curfiabilities. (Brigham
2005)

Current assets

Current ratio =
Current liabilities

Current assets normally include cash, marketabterges, accounts receivable, and
inventories. Current liabilities consist of accaurgayable, short-term notes payable,
current maturities of long-term debt, accrued taxesd other accrued expenses

(principally wages). (Brigham 2005)

2.3.1.2 Quick (Acid-Test) Ratio

Some assets are closer to cash than others. Whendte troubles, inventories may not

sell at anything above fire-sale prices. Troublssally come because customers are not
buying and company’s warehouse is filled with untedrgoods. So, managers often focus
on cash, short-term securities, and bills thatamusts have not yet paid. (Brealey and

Myers 2002)

(cash + short-term securities + receivables)

uick Ratio =
¢ current liabilities
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2.3.1.3 Cash Ratio

The most liquid assets that company can have arhoidings of cash and marketable
securities. That is the reason why analysts los& at thecash ratio. (Brealey and Myers
2002)

(cash + short-term securities)

Cash ratio = —
current liabilities

2.3.2 Solvency Ratios

The termsolvencyrefers to a company’s long-run financial viabilggd its ability to cover
long-term obligations. Analysis of solvency is adoterm and uses less precise but more
encompassing measures than liquidity. The most itapb component in company’s
solvency analysis is the composition of a compangjsital structureCapital structureis

company’s financing sources. (Wild 2006)

2.3.2.1 Debt Ratio

Debt ratio measures the percentage of funds provided by souwteer than equity.
Creditors prefer low debt ratios because the IaWwerratio, the greater the cushion against
creditors’ loses in the event of liquidation. Stoalders on the other hand may want more
leverage because it magnifies expected earninggh@n 2005)

Total liabilities

Total assets

Debt ratio =

2.3.2.2 Equity Ratio

“Equity ratio is a very good indicator of the levef leverage used in a company. The
equity ratio measures the proportion of the totasets that are financed by stockholders
and not by creditors. A low equity ratio will prockivery good results for the stockholders
as long as the company earns a rate of return @etasthat is greater than the interest
rate paid by creditors.’(Equity Ratio n.d.)

Eauit " _ Total equity
quity ratio = Total assets
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2.3.2.3 Debt-to-Equity Ratio
Debt-to-Equity Ratiaos a measure to assess the risk of a compangading structure. A
company financed mainly with debt is more risky dese liabilities must be repaid —

usually with periodic interest — whereas equityafining does not. (Wild 2006)

Total liabilities

Debt-to-Equity = Total equity

2.3.24 TimesInterest-Earned Ratio (TIE)

Times-Interest-Earned Rattells us if the company is able to pay intereste TIE ratio
measures the extent to which operating income eafing before the company is unable
to meet its annual interest costs. Failure to nti@stobligation can bring legal action by

the company’s creditors, possibly resulting in rapkcy. (Brigham 2005)

EBIT
Interest charges

Times-interest-earned (TIE) ratio =

2.3.3 Profitability Ratios

Profitability refers to a company’s ability to generate an adexjueturn on invested
capital. Return is judged by assessing earningativel to the level and sources of
financing. Also profitability is relevant to solveyn (Wild 2006)

2.3.3.1 Net profit margin

Net profit margin shows us the proportion of sales that finds itsy visto profits.
Sometimes net profit margin is measured as netmeco sales. But this ignores the profits
that are paid out to the shareholders as intenesslould therefore not be used to compare
companies with different capital structures. (Begadnd Myers 2002)

(EBIT — tax)

Net profit margin =
prof g sales

2.3.3.2 Return on Assets (ROA)
ROA is an indicator that shows us how profitablenpany is relative to its total assets.

ROA gives an overall idea on how the managemesetcedkely uses company’s assets to
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generate earnings. ROA is displayed as percentadjéssasometimes referred to as Return
on Investment (ROI). (Return On Assets (ROA) 2010)

(EBIT — tax)

ROA =
average total assets

2.3.3.3 Return on Common Equity (ROE)

ROE is probably the most important accounting raltids calculated as net income to
common equity. The main reason stockholders inteest company is to get a return on
their money. ROE tells stockholders how well theg doing in an accounting sense.
(Brigham 2005)

ROE = Earnings available for common stockholders

Average equity

2.3.3.4 Basic earning power (BEP)

BEP is calculated by dividing EBIT by total ass&&P shows the raw earning power of
company’s assets before the influence of taxesle@retage. BEP is useful for comparing
companies with different tax situations and différalegrees of financial leverage.
(Brigham 2005)

EBIT

Basic earni tio (BEP) = -
asic earning power ratio ( ) Total assets

2.3.4 Asset management ratios

Asset management ratios measure how effectivebompany managing its assets. If a
company has excessive investments in assets thepétrating assets and capital will be
unduly high which will reduce its free cash flowdaits stock price. But on the other hand
if the company does not have enough assets itlog# sales. This will hurt profitability,
free cash flow and the stock price. Therefore drigcial to have the right amount invested
in assets. (Brigham 2005)
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2.3.4.1 Fixed Assets Turnover
Fixed Assets Turnover ratio measures how effegtitke company uses its plant and
equipment. It is the ratio of sales to net fixedets. (Brigham 2005)

) ] Sales
Fixed assets turnover ratio =

Net fixed assets

2.3.4.2 Inventory turnover
A ratio that shows how many times a company’s itmgnis sold and replaced over a
certain period. (Inventory Turnover 2010)

Sales

Inventory turnover ratio = —————
Inventories

2.3.4.3 Total Assets Turnover
Total assets turnover shows how the company is tabiese its assets to generate sales.

This ratio is an important indication of operatigffjciency. (Wild 2006)

Net sales
Total asset turnover =

Average total assets

2.3.4.4 Accounts receivable turnover
Accounts receivable turnover ratio measures howuiatly a company converts its
receivables into cash. (Wild 2006)

Net sales

Accounts receivable turnover = -
Average accounts receivable

2.3.5 Market-Value Ratios

Market-Value ratios relate the company’s stock @t its earnings, cash flows and book
value per share. These ratios are very useful fanagement because they give an
indication of what investors think of the compangast performance and future prospects.

If the liquidity, asset management, debt managemedtprofitability ratios all look good,
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then the market value ratios will be high and ttoels price will probably be as high as can
be expected. (Brigham 2005)

2.3.5.1 Price-earningsratio (P/E)
The Price-earnings ratio measures the price tlvasior are prepared to pay for each dollar

of earnings. (Brealey and Myers 2002)

Stock price

P/E ratio = -
earnings per share

2.3.5.2 Dividendyield
Dividend yield shows the annual amount of cashdg#inds distributed to common shares
relative to their market value. (Wild 2006)

Dividend per share

Dividend yield =
il Stock price

2.3.5.3 Market-to-book ratio
“Market-to-Book Ratio is the ratio of the currerttage price to the book value per share.
It measures how much a company worths at preserdpmparison with the amount of

capital invested by current and past shareholdets it.” (Market-to-Book Ratio 2010)

) stock price
Market-to-book ratio =

book value per share

2.4 Cumulative indicators

2.4.1 The Dupont system

The Dupont system was firstly introduced and usgdiire Du Pont Company of the US.
This system analysis considers important intenaahips between different elements
based on the information found in the financiatesteents. (TheManageMentor - Finance -
DU Pont Analysis 2010)
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The Du Pont system is illustrated on this scheme:

Return on totsl assels

|
[ I

et profit margin ‘ * Toldal sssets urnover
|
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Figure 1. The Pont System
At the apex of the Du Pont chart is Return on tatasets (ROTA). ROTA is defined as the

product of the Net Profit Margin and the Total Ass€urnover Ratio. This decomposition
helps us understand how the return on total assetsluenced by the net profit margin
and the total assets turnover ratio. (TheManagedferfinance - DU Pont Analysis 2010)
The left part of the Du Pont chart shows the detailderlying the net profit margin ratio.
The detailed examination of this part presentsg@areas where cost reductions may be
effected to improve the net profit margin. (TheMgelslentor - Finance - DU Pont
Analysis 2010)

On the right side of the chart are highlighted dieéerminants of total asset turnover ratio.
If this study is supplemented by the study of otfaios such as inventory, debtors, fixed
asset turnover ratios, a deeper insight into efficies and inefficiencies of asset utilization
can be sought. The basic Du Pont analysis can teaded to explore the determinants of
the Return on Equity (ROE). (TheManageMentor aRte - DU Pont Analysis 2010)

Return on equity = Asset turnover X Net profit margin X Leverage
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By breaking ROE into these three parts allows usvi@uate how well one can manage
company’s assets, expenses, and debt. A managdrakaslly three ways of improving
operating performance in terms of ROA and ROE. &laes:

* Increase capital asset turnover

e Increase operating profit margins

* Change financial leverage
“Any decision affecting the product prices, per wusts, volume or efficiency has an
impact on the profit margin or turnover ratios. 8amly any decision affecting the amount
and ratio of debt or equity used will affect theaficial structure and the overall cost of
capital of a company. Therefore, these financiadaspts are very important to evaluate as
every business is competing for limited -capital oteses. Understanding the
interrelationships among the various ratios such tasnover ratios, leverage, and
profitability ratios helps companies to put theioney areas where the risk adjusted return

is the maximum (TheManageMentor - Finance - DU Pont Analysid¢@0

2.4.2 Altman Z-Score

“The Altman Z-Score is a quantitative balance-sheethod of determining a company’s
financial health. “Safe” companies, i.e. companidgat have a low probability of
bankruptcy; have an Altman Z-Score greater than 3l@e Altman Z-Score is a measure
of a company’s health and likelihood of bankrupt®gveral key ratios are used in the
formulation of an Altman Z-Score Value. The Z-Saomlel is the 1960’s brainchild of
Professor Edward Altman of NYU(The Altman Z-Score — The Graham Investor 2010)

There are 5 variables:

X1 = (Working Capital/Total Assets).

X2 = (Retained Earnings/Total Assets).

X3 = (EBITDA/Total Assets).

X4 = (Market Value of Equity/Total Liabilities).
X5 = (Net Sales/Total Assets).

For Public Companies, the Model is calculated as follows:

Z=12xX,+14%xX,+33XXs+0,6xX, +1,0XX:
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The above mentioned values of single ratios coomdpgo the model from 1968. In 1983
these values were adjusted to the companies m#dran public markets. (Pavelkova and

Knapkova, Vykonnost podniku z pohledu figdaiho manazera 2005)

Z=0,717 X X; + 0,847 X X, + 3,107 X X5 + 0,420 X X, + 0,998 X X

The Interpretation of Altman Z-Score:

“Z-SCORE ABOVE 3.0 —The Company is considered *Bafed on the financial figures
only.”

“Z-SCORE BETWEEN 2.7 and 2.99 — ‘On Alert’. Thisets an area where one should
‘Exercise Caution’.”

“Z-SCORE BETWEEN 1.8 and 2.7 — Good chance ofdhgeany going bankrupt within 2
years of operations from the date of financial fegugiven.”

“Z-SCORE BELOW 1.80- Probability of Financial Catiaghe is Very high.{The
Altman Z-Score — The Graham Investor 2010)

“If the Altman Z-Score is close to or below 3, thiewould be as well to do some serious
due diligence on the company in question befora ewasidering investing.(The Altman
Z-Score — The Graham Investor 2010)

2.4.3 Economic Value Added (EVA)

EVA is an estimate of a business’s true econonufitpior the year, and it differs sharply

from accounting profit. EVA represents the residnabme that remains after the cost of
all capital, including equity capital, has been w&dd, whereas accounting profit is
determined without imposing a charge for equityitehpThere is no depreciation added
when calculating EVA. EVA also measures the extenthich the company has increased
shareholder value. Therefore, if managers focuB\A, this will help to ensure that they

operate in a manner that is consistent with maxigizhareholder wealth. EVA can be
determined for divisions as well as for the compasya whole, so it provides a useful

basis for determining managerial performance deaéls. (Brigham 2005)

The basic EVA formula is as follows:
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EVA = Net operating profit after taxes (NOPAT)
— After-tax dollar cost of capital used to support operations

= EBIT x (1 — Tax rate) — (Total net operating capital) x (WACC)
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3 CHARACTERISTICS OF AMIPOL ZLIN, S.R.O.
The company AMIPOL ZLIN, s.r.o. is a freight forvdimg company which specializes in

complex freight and storage services for domestitiaternational customers.

The company was established in 1998 as an assocw@titwo individuals. After one year
of operating in the freight industry AMIPOL ZLIN gnatiated many domestic and
international customers.

The company was transformed into a limited company999. AMIPOL ZLIN disposes

of 40 trucks and transports cargo into every wesbfgean country.

Table 1. Number of employees — AMIPOL ZLIN, s.r.o

2005 2006 2007 2008

Number of employees 28 34 40 50

Table 2. SWOT analysis — AMIPOL ZLIN, s.r.o.

Strengths Weaknesses
¢ Young company executive ¢ Fluctuation of drivers
¢ Lot of satisfied customers e Badly situated company’'s HQ
e Skilled staff ¢ Some of the staff is unnecessary
*  Many trucks * Not paying liabilities in time
Opportunities Threats

New contracts
New foreign customers
Expand more into western Europe

e Large competition
e Border restrictions
« Changes in laws in other countries
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4 METHODS

| divided my bachelor thesis into sections accaydio a method used in a section —
absolute indicators, subtractive indicators, raaoalysis and cumulative indicators. When
analyzing AMIPOL ZLIN, s.r.o. it was necessary naty to pay attention to balance sheet
and income statement but also to an events thaieinao during the analyzed years.

4.1 Absolute indicators

Absolute indicators give us the essential insighttbe basic financial situation in a

company. It displays various items from balanceeshad income statement.
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4.1.1 Vertical and horizontal analysis of balance sheets

Table 3. Vertical analysis of the balance sheeM{ROL ZLIN, s.r.o.

(in CZK) 2005 2006 2007 2008
TOTAL ASSETS 27 644 154 100,0%| 40 491 176 100,0%| 40 521 507 100,0%| 58 348 307 100,0%
Fixed Assets 5463279 19,8%| 5627 721 13,9%| 5890435 14,5%| 6243811 10,7%
Intangible Assets D 0,0% 0 0,0% 0 0,0% 0 0,0%
Tangible Assets 5463 27819,8%| 5627721 13,9%| 5890435 14,5%| 6243811 10,7%
Non-Current Financial Assets 0 0,0% 0 0,0% 0 0,0% 0 0,0%
Current Assets 21231739 76,8%| 34633010 85,5%| 34 486 10§ 85,1%| 52 015 885 89,1%
Inventories 1365486 4,9%| 5031833 12,4%| 9940744 24,5%| 2177149 3,7%
Long-Term Receivables 0 0,0% 0 0,0% 0 0,0% 0 0,0%
Short-Term Receivables 14 797 47%3,5%| 27 080 654 66,9%| 20 444 508 50,5%| 44 101 722 75,6%
Current Financial Assets 5069 1j7618,3%| 2520522 6,2%| 4100859 10,1%| 5737013 9,8%
Accruals 949 137| 3,4% 230445 0,6% 144963 0,4% 88611 0,2%
EngJﬁ-Y'—'AB'L'T'ES & 27 644 154 100,0%| 40 491 176 100,0%| 40 521 107 100,0%| 58 348 307 100,0%
Equity 4 487 232 16,2%| 5473 145 13,5%| 9555524 23,6%| 11 688 439 20,0%
Share Capital 100 00 0,4% 100 000 0,2% 100 000, 0,2% 100 000| 0,2%
Capital Funds 1300000 4,7%| 1300000 3,2% 0| 0,0% 0| 0,0%
Statutory Funds 10 000 0,0% 10000, 0,0% 10 000, 0,0% 10 000, 0,0%
Retained Earnings 2681584 9,7%| 3077232 7,6%| 406314 10,0%| 8269054 14,2%
proft doz +"_§’SS ofthe Current| 295649 1,4%| 985913 2,4%| 5382380 13,3%| 3309384 57%
Liabilities 23082 8327 83,5%| 34 929 167 86,3%| 30 945 874 76,4%| 46 659 867 80,0%
Reserves D 0,0% 0 0,0% 0 0,0% 0 0,0%
Long-Term Liabilities g 0,0% 0 0,0% 0 0,0% 0 0,0%
Short-Term Liabilities 16 242 432 58,8%)| 27 727 161 68,5%| 21 382 278 52,8%| 30 139 799 51,7%
Bank Loans and Borrowings 6 840 40®4,7%| 7202000 17,8%| 9563600 23,6%| 16 520 069 28,3%
- Short-Term Bank Loans 2 000 0p0 7,2%| 3000000 7,4%| 6000000 14,8%| 13 000000 22,3%
- Long-Term Bank Loans 4 840 40017,5%| 4202000 10,4%| 3563600 8,8%| 3520069 6,0%
Accruals 74090, 0,3% 88865 0,2% 20105 0,0% 0| 0,0%
Table 4. Vertical analysis of the balance sheeteight industry

(in CZK) 2007 2008

TOTAL ASSETS 501 593 20¢ 100,0%, 482 666 452 100,0%)
Fixed assets 393 326 834 78,4% 377 594 845 78,2%
Intangible + tangible fixed assets 372113 74,2% 342 642 517 71,0%
Non-current financial assets 212137 4,2% 34 952 333 7,2%
Current assets 108 266 385 21,6% 105 071 607 21,8%
Inventories 6 478 348§ 1,3% 6 489 205 1,3%
Receivables 68 212 236 13,6% 73 011 395 15,1%
Current financial assets 335757 6,7% 25571 007 5,3%
Accruals 0 0,0% 0 0,0%
TOTAL LIABILITIES & EQUITY 501 593 204 100,0%, 482 666 452 100,0%)
Equity 319 396 881 63,7% 333 042 742 69,0%
Share capital 163 733 54§ 32,6% 173 679 31¢ 36,0%
Retained earnings 145 078 § 28,9% 152 148 197 31,5%
Profit or loss for the current period (+-) 9 58434 1,9% 7 215 226 1,5%
Liabilities 182 196 32§ 36,3% 149 623 71( 31,0%
Reserves 9 745 384 1,9% 15 580 896 3,2%
Long-term liabilities 6024 77 1,2% 15 756 0,0%
Short-term liabilities 123 247 23 24,6% 89 348 154 18,5%
Bank loans 43 178 928 8,6% 44 678 904 9,3%
- Long-term bank loans 37807 4 7,5% 40 026 884 8,3%
- Short-term bank loans 5371 4 1,1% 4 652 018 1,0%
Other liabilities 0 0,0% 0 0,0%
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Table 5. Horizontal analysis of a balance sheeWHRPOL ZLIN, s.r.o.
(in CZK) 2005 2006 2007 2008 06/0b  07/0p 08/07 08/p5
TOTAL ASSETS 27 644 154 40 491 1764 40 521 507 58 348 307 46,5% 0,1%| 44,0%| 111,1%
Fixed Assets 5463279 5627721 5890435 6243811 3,0% 4, 7% 6,0%| 14,3%
Intangible Assets D 0 0 0 X X X X
Tangible Assets 5463 2785 627 721 5890435 6243811 3,0% 4, 7% 6,0%| 14,3%
Non-Current Financial 0 0 0 0 X X X X
Assets
Current Assets 21 231 739 34 633 017 34 486 10§ 52 015 885 63,1%| -0,4%| 50,8%| 145,0%
Inventories 136548b 5031833 9940744 2177 149 268,5%| 97,6%| -78,1%| 59,4%
Long-Term Receivables 0 0 0 0 X X X X
Short-Term Receivables 14 797 Q787 080 654 20 444 508 44 101 722 83,0%| -24,5%| 115,7%| 198,0%
Current Financial Assets 5069 1762 520 522 4 100859 5737 013 -50,3%| 62,7%| 39,9%| 13,2%
Accruals 949 137 230445 144 963 88 611| -75,7%| -37,1%| -38,9%| -90,7%
EgL’#YL'AB'L'T'ES & |27 644 154 40 491 176 40 521 107 58 348 307 46,5%| 0,1%| 44,0%| 111,1%
Equity 4487 232 5473145 9555524 11688 439 22,0%| 74,6%| 22,3%| 160,5%
Share Capital 100000 100000, 100000, 100000 0,0% 0,0% 0,0% 0,0%
Capital Funds 1 300 0Q0 1 300 000 0 0| 0,0%|-100,0% 0,0%|-100,0%
Statutory Funds 10000 10000 10 000 10000 0,0% 0,0% 0,0% 0,0%
Retained Earnings 26815843 077 232 4063 145 8269054 14,8%| 32,0%| 103,5%| 208,4%
Profit or Loss of the 395648 985913 5382380 3309 386 149,2%)| 445,9%| -38,5%)| 736,4%
Current Period (+-)
Liabilities 23 082 832 34 929 167 30 945 878 46 659 867 51,3%| -11,4%| 50,8%| 102,1%
Reserves ) 0 0 0 X X X X
Long-Term Liabilities 0 0 0 0 X X X X
Short-Term Liabilities 16 242 4327 727 1671 21 382 278 30 139 799 70,7%| -22,9%| 41,0%| 85,6%
Bank Loans and 6840400 7202000 9563600 16520069 5,3%)| 32,8%| 72,7%| 141,5%
Borrowings
- Short-Term Bank Loans 2 000 0P03 000 000 6 000000 13000 000 50,0%| 100,0%| 116,7%| 550,0%
- Long-Term Bank Loans 4 840 4004 202 000 3563 600 3520069 -13,2%| -15,2%| -1,2%| -27,3%
Accruals 74 090 88 865 20 105 0| 19,9%| -77,4%|-100,0%)| -100,0%
Table 6. Horizontal analysis of a balance sheateight industry
(in CZK) 2007 2008 08/07
TOTAL ASSETS 501 593 20¢ 482 666 452 -3,8%
Fixed assets 393 326 834 377 594 845 -4,0%
Intangible + tangible fixed assets 372 113 561 342 642 512 -7,9%
Non-current financial assets 21 213 273 34 952 333 64,8%
Current assets 108 266 385 105 071 607 -3,0%
Inventories 6 478 344 6 489 205 0,2%
Receivables 68 212 234 73 011 395 7,0%
Current financial assets 33 575 793 25 571 007 -23,8%
Accruals 0 0 X
TOTAL LIABILITIES & EQUITY 501 593 204 482 666 452 -3,8%
Equity 319 396 881 333 042 747 4,3%
Share capital 163 733 544 173 679 319 6,1%
Retained earnings 145 078 85( 152 148 197% 4,9%
Profit or loss for the current period (+-) 9 584348 7 215 22§ -24,7%
Liabilities 182 196 32§ 149 623 71( -17,9%
Reserves 9 745 386 15 580 89€ 59,9%
Long-term liabilities 6 024 779 15 756 -99,7%
Short-term liabilities 123 247 234 89 348 154 -27,5%
Bank loans 43 178 928§ 44 678 904 3,5%
- Long-term bank loans 37 807 476 40 026 886 5,9%
- Short-term bank loans 5371 452 4 652 018 -13,4%
Other liabilities 0 0 X
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Looking at the property of AMIPOL ZLIN, s.r.o. (tih3) there is visible that current
assets fill the most of the total assets (appr&% @verall). The biggest item in current
assets is short-term liabilities. This is becausiPOL ZLIN, s.r.o0. has a lot of trucks and
all of these are making a big amount of transpiorat That means a lot of invoices to
different customers have to be made and paid. Weatso see a slight rise in tangible
assets because of the company buying new accessorikeir trucks. There are no long-
term receivables but the amount of short-term ved®eés is rising. This is because the
company is getting more transportation requests froore customers. The number of
inventories is rising and drops in the year 200BUIROL ZLIN, s.r.o. is buying defective
cables from a company called “DRAKA Kabely’” and peeses the copper form these
cables. They were keeping the resources of coppieir warehouse and in the year 2008
when the price of copper skyrocketed, they sold it.

Comparing the structure of AMIPOL ZLIN, s.r.o. witte freight industry, we can see that
freight industry is more balanced than the analyamdpany. The biggest difference is in
liabilities and equity. Freight industry has muclore bigger equity than liabilities. The
analyzed company has much more liabilities tharitgqiihat is because AMIPOL ZLIiN,
s.r.o. is using a lot of bank loans.

It is also visible that the capital funds of AMIPQILIN, s.r.o. disappeared in the year
2007. The company executive told me that he wasidering to put this money into
equity but then he decided that they we’re goinditide the money into half with another
company executive. There is also visible a big ginowf profit for the current period for
the year 2007 (Table 5). That is because the coyngana big contract in 2006 from an
automotive company. AMIPOL ZLIN, s.r.0. was trangpg the whole factory and it took
them a whole year. That is why the profit skyroekietAMIPOL ZLIN, s.r.o. is using a lot
of bank loans. The positive thing is that the antafriong-term bank loans is lowering.
But the negative is that the amount of short-taahilities is growing. The biggest growth
of short-term liabilities can be noticed in the y8808.That is because the bank allowed a
bigger overdraft for AMIPOL ZLIN, s.r.0. and therapany used it.

Very positive thing is growth of equity (Table Jhis is caused by the retained earnings

which are staying in the company.
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4.1.2 Vertical and horizontal analysis of income statemes

Table 7. Vertical analysis of the income stateraeAMIPOL ZLIN, s.r.o.
(in CzZK) 2005 2006 2007 2008
Sales of sold goods 42732 0,1% 347 077, 0,3% 102659 0,1% 371623 0,2%
Production 83 758 68§ 99,4%| 134 696 721 99,4%| 151 295 99¢ 98,3%| 165 796 47§ 98,3%
- Sales of own products | g5 750 684 99,406| 134 696 727 99,4%| 151 295 994 98,3%| 165 796 474 98,3%
and services
- Change in internally o| 00% o| 0,0% o| 00% 0| 0,0%
produced inventory
Sales of sold fixed assets ol 0,0% 0| 00% 581832 0,4% ol 0,0%
and materials
Interest revenues 8209 0,0% 8126| 0,0% 8944 0,0% 11835 0,0%
Other operating revenueg 23954 0,0% 244 879 0,2% 113408 0,1% 26 356 0,0%
Other financial revenues 443 423  0,5% 167499 0,1%| 1878514 1,2%| 2251389 1,3%
Extra revenues 0| 0,0% 100| 0,0% 1090 0,0% 169332 0,1%
REVENUES 84 277 007 100,0%| 135 464 40§ 100,0%| 153 982 443 100,0%| 168 627 00§ 100,0%
Costs of sold goods 41 257 0,0% 288676 0,2% 79 124 0,1% 326700 0,2%
Purchased consumables) 75 483 959 90,006| 123 066 464 91,5%| 131 543 02 88,5%| 144 338 95( 87,3%
and services
Interest costs 299702 0,4% 458 943 0,3% 473326/ 0,3%| 1069409 0,6%
Depreciation of tangible | 544 554 0205|  191020 0,1%| 270971 02%| 393929 0.2%
and intangible assets
Staff costs 4791241 5,7%| 6151672 4,6%| 7879655 53%| 9707493 5,9%
Other operating costs 1520482 1,8%| 241244 1,8%| 2694189 1,8%| 2434490 1,5%
Other financial costs 873214 1,0% 778 332 0,6% 7933220 0,5%| 2594730 1,6%
Change in reserves and
provisions relating to
operating activities and 0| 0,0% 18 366 0,0% 0| 0,0% -18 366 0,0%
complex deferred
expenses
Income tax 173420, 0,2% 375100 0,3%| 1906080 1,3% 920640 0,6%
Taxes and tolls 4256400 0,5% 736576 0,5%| 2959520 2,0%| 3549649 2,1%
Extra costs 68182 0,1% 0| 0,0% 0| 0,0% 0| 0,0%
COSTS 83 881 359 100,0%| 134 478 494 100,0%]| 148 599 207 100,0%| 165 317 627 100,0%
Table 8. Vertical analysis of the income statemehteight industry
(in CZK) 2007 2008
Sales of sold goods 9890 716 3,3% 9 757 345 3,2%
Production 291 647 126 96,7% 296 131 211 96,8%
- Sales of own products and services 289 290 124 95,9% 293983 071 96,1%
- Change in internally produced inventory -52 375 0,0% 32229 0,0%
- Activation 2409 372 0,8% 2 115915 0,7%
REVENUES 301537844 100,0% 305888 560 100,0%)
Costs of sold goods 12 803 269 4,4% 12 340 379 4,1%
Purchased consumables and services 163 015 061 55,8% 168 436 854 56,4%
Interest costs 2 158 946 0,7% 2 233 945 0,7%
Depreciation of tangible and intangible assets 29 769 085 10,2% 27 411 401 9,2%
Staff costs 72 051 18§ 24 7% 77 205 602 25,8%
Tax 12 155 813 4,2% 11 045 154 3, 7%
COSTS 291953364 100,0% 298 673334 100,0%)
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Table 9. Horizontal analysis of the income statemefMIPOL ZLIN, s.r.o.

(in CZK) 2005 2006 2007 2008 06/05  07/0p 08/07 08/0

Sales of sold o o o o

900ds 42732 347077 102659 371623 712,2%| -70,4%| 262,0%| 769,7%

Production 83 758 688 134 696 727 151 295 996 165 796 478 60,8%| 12,3% 9,6% 97,9%

- Sales of own

products and | 83 758 688§ 134 696 727 151 295 996 165 796 47§ 60,8%| 12,3% 9,6% 97,9%

services

- Change in

internally 0 0 0 0 X X x X

produced

inventory

Sales of sold

fixed assets and 0 0 581 832 0 X X -100,0% X

materials

Interest revenues 8 209 8 126 8 944 11835 -1,0%| 10,1% 32,3% 44.2%

Other operating 23954| 244879 113408 26 356| 922,3%| -53,7%| -76,8% 10,0%

revenues

roet\t‘eer:ljg‘sanc'a' 443423 167499 1878514 2251385 -62,2%|1021,5%  19,8%|  407,7%

Extra revenues 0 100 1090 169 332| 100,0%| 990,0%| 15435,09 169332,0%

REVENUES 84 277 007 135 464 409 153 982 449 168 627 00 60,7%| 13,7% 9,5%| 100,1%

gcggéi of sold 41257 288676 79124 326700 599,7%| -72,6%| 312,9%| 691,9%

Purchased

consumables an{ 75 483 957 123 066 464 131 543 02 144 338 950 63,0%| 6,9% 9,7% 91,2%

services

Interest costs 209702 458943 473326 1069409 53,1%| 3,1%| 1259%| 256,8%

Depreciation of

tangible and 204264 191920 270971 393929 -6,0%| 41,2% 45,4% 92,9%

intangible assets

Staff costs 4791241 6151672 7879655 9707493 28,4%| 28,1% 232%|  102,6%

Cootgtesr operating | 4 5504834 2412446 2694189 2434490 58,7%| 11,7%|  -9,6%|  60,1%

?JQ?J financial 873214 778332 793322 2594730 -10,9%| 1,9%| 227,1%| 197,1%

Change in

reserves and

provisions

relating to 0 18 366 0 -18 366| 18366%|  0,0%)-18366,0% 0,0%

operating

activities and

complex deferreg

expenses

Income tax 1734200 3751000 1906080 920 640, 116,3%| 408,2%| -51,7%| 430,9%

Taxes and tolls 4256400 736576] 2959520 3549649 73,1%| 301,8% 19,9%|  734,0%

Extra costs 68 182 0 0 0]-100,0% X X -100,0%

COSTS 83 881 359 134 478 499 148 599 207 165 317 627 60,3%| 10,5% 11,3%| 97,1%
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Table 10. Horizontal analysis of the income statase Freight industry

(in CzZK) 2007 2008 08/07

Sales of sold goods 9 890 716 9 757 345 -1,35%
Production 291 647 126 296 131 211 1,54%
- Sales of own products and services 289 290 124 293983 071 1,62%
- Change in internally produced inventory -52 375 32229 161,54%
- Activation 2409 372 2 115915 -12,18%
REVENUES 301 537 842 305 888 56( 1,44%
Costs of sold goods 12 803 269 12 340 378 -3,62%
Purchased consumables and services 163 015 061 168 436 854 3,33%
Interest costs 2 158 946 2 233 945 3,47%
Depreciation of tangible and intangible assets 29 769 085 27 411 401 -7,92%
Staff costs 72 051 188 77 205 607 7,15%
Tax 12 155 813 11 045 154 -9,14%
COSTS 291 953 367 298 673 334 2,30%

In the year 2007 there is a big rise in productgpecifically in sales of own products and
services, approx. 61% (Table 9). That is becausthefbig contract | mentioned in the
analysis of balance sheet above. In 2008 we cansge® sale of fixed assets. The
company sold 2 of its trucks. Very positive thisghat revenues are rapidly rising (about a
100% when comparing 2005 and 2008). There is ableisgrowth in purchased
consumables and services which is obvious becduaeising number of contracts. Staff
costs are also rising due to the growing amourgnaployees during the reference period.
The increasing price of the interest cost is beeanfsthe bigger loans AMIPOL ZLIN,

S.r.0. was using.

Table 11. Profit or loss 2005 — 2008 — AMIPOL ZLr.o.

(in CZK) 2005 2006 2007 2008
Operating profit or loss 1 358 533 2 422 562 6 6698 5461 613
Financial profit or loss -721 284 -1 061 649 620.81| -1400919
Extraordinary profit or loss 0 100 1090 169 332
Profit or loss for the current period (+/-) 395 648 985 913 5 382 380 3 309 386
Profit or loss before taxation 569 068 13610183 288460 4 230 026
Profit or loss before taxation and interests cost 68 B70 1819 956 7 761 786 5299 435
Interests costs 299 702 458 943 473 326 1 069 409
Income tax on ordinary activities 173 420 375 100 906 080 920 640
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Figure2. Profit or loss 2005 — 2008AMIPOL ZLIN, s.r.o.
Table 12 Subdivision of EBIT 200~ 2006 -AMIPOL ZLIN, s.r.o0.
(in CzZK) 2005 2006 2007 2008
EBIT 569 068 1361013 7 288 460 4 230 026
Creditor (Interests costs) 299 702 458 943 473 326 1 069 409
State (tax) 173 420 375 100 1 906 080 920 640
Company (EAT) 395 648 985913 5 382 380 3309 386
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Figure 3 Subdivision of EBIT 200- 2008 -AMIPOL ZLIN, s.r.o.
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As there is visible from tables 11, 12 and figu2eend 3 AMIPOL ZLIN, s.r.0. behaves in
a profitable way. The profit in 2007 is caused lbg big contract AMIPOL ZLIN, s.r.o. got
in 2007. Looking at the table 11 we can see thairterest costs are rising due to drawing
bigger bank loans and also we can see increasimagney on the income tax because
AMIPOL ZLIN, s.r.o. was generating a bigger profQverall the profit has rising

tendency.

4.2 Subtractive indicators

Table 13. Net working capital - AMIPOL ZLIN, s.r.o.

(in CZK) 2005 2006 2007 2008

NWC 4 989 307 6 905 843 13103 830 21 876 086

The table number 13 shows a progress in net workapgtal of AMIPOL ZLIN, s.r.o.
during the years 2005 — 2008. At first we havettiesa positive fact, that the NWC is
bigger than zero and has increasing tendency dtinegeference period. That means that
short-term liabilities are lower than short-ternsets, which is the source of paying for
these liabilities. The positive NWC indicates th@ financial cushion of the company is
big enough for coverage of unforeseen liabiliti€se financial cushion is getting bigger

during the reference period because of the inangaendency of NWC.
4.3 Ratio analysis

4.3.1 Solvency ratios

Table 14. Solvency ratios — AMIPOL ZLIN, s.r.o.

2005 2006 2007 2008
Total debt 83,50% 86,26% 76,37% 79,97%
Debt rate 5,14 6,38 3,24 3,99
Long-term liabilities/Liabilities 20,97% 12,03% 11,52% 7,54%
Long-term liabilities/Long-term capital 51,89% 43,43% 27,16% 23,15%
Equity/Fixed assets 0,82 0,97 1,62 1,87
Long-term capital/Fixed assets 171 1,72 2,23 2,44
Interest coverage 1,90 2,97 15,40 3,96
Table 15. Solvency ratios — Freight industry
2007 2008
Total debt 36,32% 31,00%
Debt rate 0,57 0,45
Long-term liabilities/Liabilities 24,06% 26,76%
Long-term liabilities/Long-term capital 12,07% 10,73%
Equity/Fixed assets 0,81 0,88
Long-term capital/Fixed assets 0,92 0,99
Interest coverage 11,07 9,17




TBU in Zlin, Faculty of Humanities 40

The total debt ratio of AMIPOL ZLIN, s.r.o. (tablet) is much higher than the debt ratio
of freight industry (table 15). In comparison te timdustry the company is using more
bank loans than the whole industry. Very importpatameter when assessing the long-
term financial balance of a company is that thegiterm assets should be covered by
long-term liabilities also known as the “goldenerdf financing”. That means the Long-
term capital/Fixed assets ratio should be gredtan tl. As it is visible from table 14
AMIPOL ZLIN, s.r.o. fulfilled this rule during thevhole reference period. On the other
hand the freight industry doesn’t meet the requaetior this rule. The interest coverage
ratio should be around 5. As seen from table 14 R®L ZLIN, s.r.o. is fluctuating in this
ratio. Most of the time the ratio was smaller tfalbut it is increasing in other years which
is off to a good start.

4.3.2 Liquidity ratios
Table 16. Liquidity ratios — AMIPOL ZLIN, s.r.o.

2005 2006 2007 2008 AdV'SedM”#mbers 2
Current ratio 1,16 1,13 1,26 1,21 1,5-2,5
Quick ratio 1,09 0,96 0,90 1,16 1-1,5
Cash ratio 0,28 0,08 0,15 0,13 0,2-0,5
NWC/Current assets 23,50% 19,94% 38,00% 42,06%
NWC/Total assets 18,05% 17,06% 32,34% 37,49%

Table 17. Liquidity ratios — Freight industry

2007 2008 Advised numbers of
MIT
Current ratio 0,84 1,12 1,5-2,5
Quick ratio 0,79 1,05 1-15
Cash ratio 0,26 0,27 0,2-0,5
NWC/Current assets -13,84% 14,96%
NWC/Total assets -2,99% 3,26%
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Figure 4. Liquidity ratios 2005 — 2008 — AMIPOL A\ s.r.o.

Looking at table 16 we can see that current rationder the advised numbers from MIT.
The situation is the same in the whole industry.

The quick ratio is also not looking very good foMARPOL ZLIN, s.r.0. nor the whole
industry.

Different situation occurs when analyzing the cestio. Numbers for the whole industry
are sufficient to the numbers advised by MIT. Thshcratio for AMIPOL ZLIN, s.r.o. is
not looking very good. If some unexpected situatigh rise the company can get into
problems with solvency. Company is also using stesrh liabilities especially overdrafts
as the source for financing their operational fagdiThis is really expensive and a point to
think about, if there is some better way of finaigctheir operational funding.

The liquidity ratios are not the only way how tdetenine the cash situation of a company.

The cash flow ratio is much more accurate and tmea prognosis of a future liquidity.

4.3.3 Profitability ratios
Table 18. Profitability ratios — AMIPOL ZLIN, s.r.o

2005 2006 2007 2008
Return on sales 0,47% 0,73% 3,56% 1,99%
Return on income 1,03% 1,34% 5,04% 3,14%
Return on assets 3,14% 4,49% 19,15% 9,08%
:i?zft::firt?egn equity and interest-bearing 12.70% 25 27%) 81.,16% 32,08%
Return on equity 8,82% 18,01% 56,33%) 28,31%)
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Table 19. Profitability ratios — Freight industry

2007 2008
Return on sales 3,20% 2,38%
Return on income 7,93% 6,70%
Return on assets 4,76% 4,25%
Return on equity and interest-bearing liabilities 6,59% 5,43%
Return on equity 3,00% 2,17%

The above mentioned profitability ratios show tRMIPOL ZLIN, s.r.0. is profitable
during the reference period. The highest profitgbiiatios are in the year 2007 when the
company got the big transportation contract. ThéuReon equity and interest-bearing
liabilities ratio is bigger than ROE because conyparses bank loans. Comparing
profitability ratios with the whole industry it sbvious that AMIPOL ZLIN, s.r.o. is more
profitable than industry.

Table 20. Multiplicator — AMIPOL ZLIN, s.r.o.

2005 2006 2007 2008
EBT/EBIT 0,66 0,75 0,94 0,80
Total assets/Equity 6,16 7,40 4,24 4,99
Multiplicator 4,04 5,53 3,98 3,98

The table 20 shows the multiplicator ratio. The tiplitator shows the effect of financial
leverage. If the multiplicator is greater than Erihthe increasing share of liabilities is
profitable for the company and the financial legeras working. As we can see from the
table above multiplicator is much greater than dres means that financial leverage has a

good effect and AMIPOL ZLIN, s.r.0. uses liabilgieffectively.

4.3.4 Asset utilization ratios

Table 21. Asset utilization ratios — AMIPOL ZLINy®

2005 2006 2007 2008
Total assets turnover 3,03 3,34 3,74 2,85
Total assets turnover (Revenues) 3,05 3,35 3,80 2,89
Days in inventory 6 13 24 5
Average collection period 64 72 49 96
Days in liabilities 70 74 51 65
Receivables turnover 5,66 4,99 7,41 3,77
Liabilities turnover 5,16 4,87 7,08 5,51
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Table 22. Asset utilization ratiosFreight industr
2007 2008
Total assets turnover 0,6( 0,63
Total assets turnover (Revent 0,6( 0,63
Days in inventory 7,8( 7,69
Average collection period 82,0¢ 86,53
Days in liabilities 148,3( 105,90
Receivables turnover 4,3¢ 4,16
Liabilities turnover 2,4: 3,40

Total assets turnover is much higher for AMIPOL KL k.r.o0. than for the whole indust
The recommended value for total assets turnovér Tat means 1 CZK of assets shc
generate at least 1 CZK on revenues. As we camdbe company'’s situation 1 CZK
assets is making approx. 3 CZK on revenues. Whachpared to the whole industis
very positive. That means the company is effegfiusing its assets. The days in invent
number is higher for the company. For the industigwer.

The average collection period is pretty high bugtgly lower than in the industr
Comparing aerage collection period and days in liabilities @@ see that company g
paid receivables earlier than it pays its lia®hti And again both of these indicators
overall lower than in the industrThis is an advantage for AMIPOL ZLIN, s.i
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Figure 5 Asset utilization ratios 20(— 2008 -AMIPOL ZLIN, s.r.o.
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4.3.5 Spider analysis

Table 23. Different ratios in 2008 — AMIPOL ZLIiNy ®.

AMIPOL ZLIN, s.r.o. Freight industry

Al Return on equity 28,31% 2,17%
Solvency A2 Return on assets 9,08% 4,25%

A3 Return on income 3,14% 6,70%

B.1 Current ratio 1,21 1,12
Liquidity B.2 Quick ratio 1,16 1,05

B.3 Cash ratio 0,13 0,27

Cl1 Equity/Assets 0,2 0,69
Debt C.2 Long-term liabilities/Fixed assets 2,44 0,99

C.3 Interest coverage 3,96 9,17

D.1 Total assets turnover 2,85 0,63
Activity D.2 Receivables turnover 3,77 4,16

D.3 Liabilities turnover 5,51 3,4

Al
1400%
B.1

C1

Freight industry === AMIPOL ZLiN, s.r.o.

Figure 6. Spider analysis 2008 — AMIPOL ZLIN, s.rBreight industry
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The table 23 and figure 6 show that AMIPOL ZLINi.@. Is better in profitability and
liquidity ratios except the ROI and cash ratiotHa debt ratios we can see that the industry
is better. Especially in C.3. The D.2 ratio is vpositive for AMIPOL ZLIN, s.r.o. instead

for the whole industry.

4.3.6 Other ratios

Table 24. Other ratios — AMIPOL ZLIN, s.r.o.

2005 2006 2007 2008
Value Added/Number of employees 295 579 343 784 494 413 430 049
Sales/Number of employees 2992908 3971877 37995127 3323362
Personal costs/Number of employees 171116 180 932 196 991 194 150
Purchased consumables and services/Revenues 89,57% 90,85% 85,43% 85,60%
Personal costs/Revenues 5,69% 4,54% 5,12% 5,76%
Depreciation/Revenues 0,24% 0,14% 0,18% 0,23%
Interests/Revenues 0,36% 0,34% 0,31% 0,63%
Value added/ Revenues 9,82% 8,63% 12,84% 12,75%
Personal costs/Value added 57,89% 52,63%) 39,84% 45,15%
Depreciation/Value added 2,47% 1,64% 1,37% 1,83%
Interests/Value added 3,62% 3,93% 2,39% 4,97%
EBT/Value added 6,88% 11,64%) 36,85% 19,67%
Table 25. Other ratios — Freight industry
2007 2008
Purchased consumables and services/Revenues 54,06%) 55,06%
Personal costs/Revenues 23,89% 25,24%
Depreciation/Revenues 9,87% 8,96%
Interests/Revenues 0,72% 0,73%
Value added/ Revenues 41,69% 40,90%
Personal costs/Value added 57,31% 61,71%
Depreciation/Value added 23,68%, 21,91%
Interests/Value added 1,72% 1,79%
EBT/Value added 17,29% 14,60%

As we can see the “Value added/ Number of empldyei® has an increasing tendency
in 2005, 2006, 2007 and it has slightly decreaseZDD8. It is understandable for this ratio
to have increasing tendency because the numbermgflogees was growing. The
“Sales/Number of employees” has a big increasimgléacy in 2006 and then in 2007.
That is because of the big contract that AMIPOL MLk.r.0. got. In 2008 sales have
decreased. Comparing the “Sales/Number of empléyatis and “Personal costs/Number
of employees” ratio we can see that the first rais slightly decreasing tendency and the
second ratio has slightly decreasing tendency. #esay that this is quite negative thing
because sales are dropping and the value that ewepjoyee adds to the company is

dropping too.



TBU in Zlin, Faculty of Humanities 46

Comparing these ratios with the whole industry ae see that AMIPOL ZLIN, s.r.o. is in
a much more better position than the industry. Téia very positive fact for AMIPOL
ZLIN, s.r.o.

4.4 Cumulative indicators

Table 26. Altman Z-Score — AMIPOL ZLIN, s.r.o.

2005 2006 2007 2008

0,717xNWC/A 0,129 0,122 0,232 0,269
0,847xEAT/A 0,012 0,021 0,113 0,048
3,107xEBIT/A 0,064 0,104 0,559 0,225
0,420xEq/L 0,082 0,066 0,130 0,105
0,998xS/A 3,025 3,328 3,743 2,842
Altman Z-Score 3,313 3,642 4,776 3,489
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Figure 7. Altman Z-Score 2005 — 2006 — AMIPOL ZL&Nr.o

According to Altman Z-Score we can say that the gany is financially healthy and safe
because all the figures are above 3. We can sayntiiae near future there aren’t going to
be any financial problems or possible bankruptcthefcompany.
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CONCLUSION
In this detailed financial analysis different siéms and weaknesses of AMIPOL ZLIN,

s.r.o were shown. AMIPOL ZLIN, s.r.o. became watblvn in the field of truck cargo
transportation in the Czech Republic. The compdaytesd as a little association of two
men. Soon the business picked up and the compasytmasformed into a limited
company. The company became well known in the CZepublic and also abroad.

Expansion into international market was the keyneliet in the company’s success.

During the reference period we can see very pasgrowth of profit. The year 2006 was
very important for AMIPOL ZLIN, s.r.o. because bktbig contract the company got from

an international customer.

Looking at solvency ratios we can see that for ABIIPZLIN, s.r.o. these ratios are much
higher than for the whole industry. The reason wie/ debt ratios are so high is that the
company is using a lot of bank loans. This is beeatey are using overdrafts as a source
for their operating expenses. And they are alsogusperative lease to acquire trucks. That
is why the debt ratios are so high. The problehéscompany bought a large number of
trucks in a very short period. The recommendatmloier the debt is that for a couple of
following years the company shouldn’t buy assetscwiwill be financed by operating
lease. Instead of buying new assets the companydsacus on paying back the current
leases. And when the leases are paid or nearlytpardtake another lease but not as high
as the company did in the reference period bec#usmuld be possible to get into
financial troubles. The interest coverage ratindsvery good looking during the reference
period. We can see a big growth of this ratio i020That is because the big contract from
2006 was paid by a customer in 2007 and the pwdd really high. The recommended
Interest coverage ratio is 5. As there is obvioldIROL ZLIN, s.r.o. didn’t reach that.
This is because of the big loans which are desdrdi®ve. The solution for this is also
described above. Very positive is that the compaifiled the golden rule of financing.
This rule says that the long-term liabilities sltbbe covered by long-term assets and the
short-term liabilities should be covered by shertxt assets. The ratio is growing which is
a very good sign. | don’t think I should recommesminething here because the company
is following the golden rule of financing and isinlgp exactly what this rule says. The
multiplicator showed that the financial leveragavisrking in the case of AMIPOL ZLIN,
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s.r.0. The increased share of liabilities in cdggtaucture has a positive effect on return on
equity in every analyzed year. The recommendatido calculate this ratio on a yearly

basis so that the positive effect of financial lege is assured.

Looking at the current and quick ratio we see thaing the reference period they didn’t
reach the numbers advised by the MIT. The curratio ris slightly below the advised
numbers. We can see that it grew in 2007 because aidhe short-term liabilities were
paid than throughout the whole reference perio@ fEtommendation for this is to pay the
short-term liabilities in shorter time than the qmany is doing now. During my
observation in AMIPOL ZLIN, s.r.o. | found out th#tey are paying the short-term
liabilities in a longer time that they should be. gaying short-term liabilities in a shorter
time is my advice. We can see that the numberghéocash ratio are lower than advised by
the MIT. As this can seem as a negative fact ititygiaisn’t. AMIPOL ZLIiN, s.r.0. has a
big overdraft on their bank accounts so when usiea expenses occur these overdrafts

can be used to finance it.

The total asset turnover is very positive for AMIP@LIN, s.r.o. The rate is highly above
1 (that means from 1 CZK of assets should be rehdh&€ZK of revenues). In the
company’s situation we see that the revenues rdaB8h€zZK from 1 CZK of assets.
Comparing to the industry we see that Total assetsover and Total assets turnover
(Revenues) are much higher for AMIPOL ZLIN, s.\Which indicates the company is
effectively using its assets. The days in inventatyo is really high in 2007 comparing to
industry. That is because the company intendecltate copper stocks when the prices
were at a peak. The company did so in 2008. Thahisthe days in inventory dropped in
2008. The average collection period and days Hiliies are lower for AMIPOL ZLIN,
s.r.o. than for the whole industry. We have to apjte the fact that mostly during the
reference period the days in liabilities ratio igher than the average collection period.

We can see that the Value Added/Number of emplogedsSales/Number of employees
had an increasing tendency to the year 2007 but shghtly dropped in 2008. The

company’s Personal costs/Revenues ratio is mucherlotian the industry’'s. The

EBT/Value added is higher for AMIPOL ZLIN, s.r.o.
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The cumulative indicators confirmed the outcomegshef previous analysis — AMIPOL
ZLIN, s.r.o. is in a rather strong financial positi Referring to Altman Z-Score which is
higher than 3 for AMIPOL ZLIN, s.r.o. the compary ¢onsidered safe based on the
financial figures only. That means no financialutotes or possible bankruptcy shouldn’t

occur in the following years.

Overall AMIPOL ZLIN, s.r.0. is in a strong finantiposition and | am going to present
my recommendations to the executives of this compahhe most important

recommendation for AMIPOL ZLIN, s.r.o. is to lowtse amount of bank loans it is using.
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LIST OF ABBREVIATIONS

A Assets

BEP Basic earning power
C Costs

CzK Czech crowns

EAT Earnings after taxes
EBIT Earnings before taxes
EBITDA Earnings before interest, taxes, depresrand amortization
EBT Earnings before taxes
Eq Equity

EVA Economic value added
FA Fixed assets

IC Interest costs

Inv Inventories

L Liabilities

MIT Ministry of Industry and Trade
NWC Net working capital
P/E Price/Earnings

ROA Return on assets
ROE Return on equity
ROTA Return on total assets
TIE Times-interest-earned

WACC Weighted costs of capital
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APPENDIX P II: FINANCIAL STATEMENTS OF AMIPOL ZLIiN,

S.R.0. 2005 - 2008

(in CZK) 2005 2006 2007 2008
TOTAL ASSETS 27 644 154 40 491 176 40 521 507 58 348 307
Fixed Assets 5463 279 5627 721 5890 435 6 243 811
Intangible Assets 0 0 0 0
Tangible Assets 5 463 278 5627 721 5890 435 6 243 811
Non-Current Financial Assets 0 0 0 0
Current Assets 21 231 739 34 633 010 34 486 108 52 015 885
Inventories 1 365 485 5031 833 9 940 744 2177 149
Long-Term Receivables 0 0 0 0
Short-Term Receivables 14 797 479 27 080 654 20 444 505 44 101 7272
Current Financial Assets 5069 176 2520522 4 100 859 5737 013
Accruals 949 137 230 445 144 963 88611
TOTAL LIABILITIES & EQUITY 27 644 154 40 491 176 40 521 107 58 348 307
Equity 4 487 232 5473 145 9 555 524 11 688 439
Share Capital 100 000 100 000 100 000 100 000
Capital Funds 1 300 000 1 300 000 0 0
Statutory Funds 10 000 10 000 10 000 10 000
Retained Earnings 2 681584 3077 232 4063 145 8 269 054
Profit of Loss of the Current Period (+-) 395 648 985913 5382 38( 3 309 384
Liabilities 23 082 832 34 929 167 30 945 874 46 659 861
Reserves 0 0 0 0
Long-Term Liabilities 0 0 0 0
Short-Term Liabilities 16 242 432 27 727 1671 21 382 278 30 139 799
Bank Loans and Borrowings 6 840400 7 202000 9 563 600 16 520 069
- Short-Term Bank Loans 2000 0p0 3000 009 6 000 00(Q 13 000 00Q
- Long-Term Bank Loans 4840400 4202 000 3563 600 3520 069
Accruals 74 090 88 865 20 105 0
(in CZK) 2005 2006 2007 2008
Sales of sold goods 42 732 347 077 102 659 371623
Production 83758 68§ 134696727 15129599¢ 165 796 474
- Sales of own products and services 83758 684 134696721 15129599¢ 165 796 474
- Change in internally produced inventory 0 0 0 0
Sales of sold fixed assets and materials 0 0 581 832 0
Interest revenues 8 209 8 126 8 944 11 835
Other operating revenues 23954 244 879 113 408, 26 356
Other financial revenues 443 423 167 499 1878514 2 251 385
Extra revenues 0 100 1090 169 332
REVENUES 84 277 007 135464 40§ 153982443 168 627 004
Costs of sold goods 41 257 288 676 79 124 326 700
Purchased consumables and services 75483957 123066464 13154302( 144 338 95(
Interest costs 299 702 458 943 473 326 1 069 409
Depreciation of tangible and intangible assets 204 264 191 920 270 971 393 929
Staff costs 4791 241 6 151 672 7 879 655 9 707 493
Other operating costs 1520 482 2 412 444 2694 189 2 434 49(Q
Other financial costs 873 214 778 332 793 322 2594 730
Chang.e in reserves and provisions relating to 0 18 366 0 -18 366
operating activities and complex deferred expenes|

Income tax 173 420 375100 1906 080 920 640
Taxes and tolls 425 640 736 576 2959 520 3 549 649
Extra costs 68 182 0 0 0
COSTS 83881359 134478495 148599207 165 317 627




