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ABSTRAKT

Tato bakal#ska prace se zabyva finam analyzou firmy ESPRINT ZLIN, s.r.o. V prvni
casti, ktera je teoreticka, jsou popsarigmé metody, které se pouZzivaji pro fitian
analyzu. Ve druh&asti, ktera je prakticka, jsou tyto metody apliko€a Analyza je
zpracovana pomoci ziskanychetnich vykai od roku 2004 do roku 2008.¢elem této
bakal&ské prace je informovat o fin&mi situaci firmy a dat dopoteni pro budouci

hospodéeni vedouci ke zlepSeni jejiho firaifho zdravi.

Kli¢ova slova: finatni analyza, &etni vykazy, absolutni ukazatele, rozdilové ukdeate

ponerove ukazatele, souhrnné ukazatele

ABSTRACT
This bachelor thesis deals with financial analydiSESPRINT ZLIN, Ltd. In first part,

which is theoretical, are described different mdthaised for financial analysis. In the
second one, which is practical, are these methpplsea. Analysis is executed with given
accounting statements from 2004 to 2008. The ainh thesis is to inform about
financial situation of the company and give a reswndation for future financial

management to improve its financial health.

Keywords: financial analysis, financial statementdsolute indicators, subtractive

indicators, ratios, cumulative indicators
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INTRODUCTION

We live in a world in what is not so easy to passstar with competition for every
company. It is up them whether they will survive lme destroyed. | think that world
depression show us that it is no space for weakpeoms. It can happen that company
seems to be stable and without any financial probldut this could be completely
different next year. Companies are fighting witks tituation as much as they can. Some
of them had to do some cost- measures such asadigcbmployees, reduce the production
or lower the wage. Some of them found other salutd their situation. They have
changed their strategy and started to innovate onake profoundly different products. It
is important that for some companies were the sittnaunmanageable and they gone
bankrupt. All in all financial crisis showed thaarikrupted companies are not enough
strong and flexible. In employees point of viewstlituation was really bad, but | think
that they until now find out that be employed ig tkey to be happy and they begin to

appreciate their work.

In my opinion correct conduct accounts is one ef¢brner stone of successful company.
Firms should do their own financial analysis to wnleow they run and adapt to detected

data as much as possible.

| was interested in financial situation of some pamy from Zlin. | was looking for some
smaller one and | choose ESPRINT Zlin Ltd. Compahych is printing company with
relatively long and interesting tradition. | cornteat them and was really surprise of their
positive answer. Management of the company alloweel all necessary financial

statements and useful information.

First part is a description of financial analysisnh theoretical point of view and the second
one is engaged in practical using of differentgatibrs and ratios which help with analysis

to find out financial health of the company.
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1 CHARACTERISTICS OF FINANCIAL ANALYSIS

Financial analysis is a tool of financial managet@td probably is as old as money. Good
traders knew financial analysis from time immemioidaturally in simpler ways than we
know in the age of computers. Structure and levdlnancial calculation have changed
noticeably, but the used mathematical methods deatical. Think about a financial
analysis; imagine an analysis of whatever activigjuding money and time. On one hand,
we can analyse the easiest things such as fandlgdiwr speculation of expected inflation
in our country. On the other hand, we can do tlestrcomplicated analysis of financial
plans, net incomes or financial steps of big congsmand future prognosis of management
and their financial health. (Doucha 1996, 11-12)

1.1 Using financial statements information
The primary reason for looking at accounting sta&ets information is to get market value
information. The most important thing is that fic&l statements are a primary source of

information about the financial health of a compayttmar 2000, 69)

Internal uses

Financial statement information has a variety oésusvithin the firm but the most
significant is performance evaluation. Another impot use is planning for the future.
(Dittmar 2000, 69)

External uses

Financial statement information is important foropke outside a firm. They are for
example short-term and long-term creditors, poa¢mivestors, large customers and main
competitors. It is used also for evaluating suppliend they would use these statements
before deciding to extend credit to us. (Dittma®@069)

1.2 Factors that impact financial analysis
There are several factors that impact the valunahcial analysis. The most common is
the influence of inflation, changes in economicpe@nd legislation and uncertainty of

accountant data.
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After exploring the economic and political factevkich influence company behaviour, the
analysis focuses on the company’s situation angrésumable development. Analysis can

be qualitative and quantitative. (Sekerka 1996, 9)

Conventional qualitative aspects:

« Image of company

« Company’s targets and the strategy to meet them

» The quality and level of management

» Structure of property

* Ability to be competitive on individual markets

» Security diversification of service sales includegport
» Security diversification of stuff supply includimgport
» Informational technology

* Environmental solution

Appraisal of quantitative aspects comes out of datach have analyst disposal,

particularly accounting statement’s data. (Seka&@6, 9)

1.3 Sources of information for financial analysis

“Understanding the past is the first step to bemgpared for the future. Most firms
prepare a financial plan that describes the firmtgategy and projects its future
consequences by means of pro forma balance shemime statements, and statements of
sources and uses of funds. The plan establishedidial goals and is a benchmark for

evaluating subsequent performance.” (Brealey andr2003, 838)

¢ an income statement
* a cash flow statement

* a balance sheet

Accounting statements record the movement of cogipdimance in every form and time.
They are fundamental source of information for ficial analysis and for subjects

somehow connected with the company. The necessangiton is truthfulness of
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accounting statements and the factual situaticthefttompany. (B&ova and Vo#akova
2005, 37-38)

A balance sheet

The balance sheet is a snapshot of the firm. & nvenient means of organizing and
summarizing what a firm owns — its assets, whairra bwes — its liabilities and the
difference between the two — the firm’s equity aiven point in time. The left-hand side
lists the assets of the firm and the right-haneé $gts the liabilities and equity. Assets are
classified as either current or fixed. Current a$ses a life of less than one year. Fixed
asset has relatively long life and can be eithegitde or intangible. The difference
between the total value of assets and the totakwai liabilities is the shareholders’ equity.

These balance sheet segments must follow this farrittmar 2000, 1-3)

Assets =Liabilities + Shareholders’ equity

An income Statement

The Income statement measures performance oveta e time, usually a quarter of a
year or a whole year. The first thing reported anircome statement would usually be
revenue and expenses from the firm’s principal afpens. Subsequent parts include
financing expenses and the last item is net incohine. income statement equation is:
(Dittmar 2000, 6)

Revenues — Expenses = Income

The statement of cash flow

Cash flows are derived from the income statemedtfaom changes in the balance sheet.
The cash activities of a firm could be summarizgdabsimple identity. The cash flow
identity summarizes the total cash result of ahsactions a firm engages in during the
year. (Dittmar 2000, 48)

Cash flow from assets = Cash flow to creditors +s@Gdlow to owners
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“When reviewing company’s financial statements,igtimportant to remember that
accountants still have a fair degree of leewaydporting earnings and book values.
Although accountants around the world are workingard common practises, there are
considerable variations in the accounting ruleditiérent countries.” (Brealey and Myers
2003, 817)

| agree with this statement, because it is quifergint when analyze accounting statements
from Czech Republic or from USA. According to myirmpn company’'s profitability
really depends on work of accountants. Managemegriheo company has to choose the
right one properly. Accountants should not onlyetygpme numbers on computers but they
should deal with news in the world of accountingtetents. They should learn some
tricks useful for company’'s management to know #mmplest ways how to solve

occasional financial difficulties.

1.4 Users of financial statements

Information referring to the financial health ofetikompany is very interesting for many
subjects that are somehow connected with it.

Groups demanding financial statement analysis mdbion include:

* Managers

* Investors

* Banks and other creditors

* Business partners

* Competitors

*  Employees

Managers

Managers use information provided by financial acting. It is a basis for a financial
analysis especially for the long-term and operatingncial management of a company.
The knowledge of the company’s financial situatialiows them to make the right
decision. It is closely involved with the acquistti of financial resources, providing the
optimal property structure and choosing appropmaéthods of its funding and also with

disposition of asset money. A financial analysigesds the strengths and weaknesses of the
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company’s financial management. This enables masdagamprove the business plan for
the next term. (Grunwald and Hok®va 2007, 27-31)

Investors

Primary users of financial-accounting informatiore ahareholders and owners which
invested into the company. Potential investors iclemgg investment want to check
whether their decision is a good one. Bondholdeesinterested in paying dividends on
time and future financial stability and liquidityf company. (Griinwald and Haleova
2007, 27-31)

Banks and other creditors

Creditors acquire as much information about tharfolal state of a potential debtor as
possible in order to make the right decision whetbegive the credit, what amount and
under what conditions. Banks assess the credilofity debtor before they give the credit.
The evaluation of debtor credibility is provided kg financial management analysis.
(Grinwald and Hok&kovéa 2007, 27-31)

Business partners
Suppliers are primarily interested in the compargredibility and liquidity. Long-term
suppliers pay attention to the long-time stabilftgrinwald and Holé&kova 2007, 27-31)

Customers
Customers are interested in the financial situatibsuppliers particularly in a long-term
business relationship. They need security to pe\pdoduction themselves in case of

financial difficulties or bankruptcy. (Griinwald aktbleckova 2007, 27-31)

Competitors

Competitors are interested in financial informatioh similar companies or complete
branch. They deal with financial statements acbésson the internet mainly. Their
purpose is to compare their net incomes and thyetotmake their products innovative to
be better. (Griinwald and Haéleva 2007, 27-31)
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Employees

They are interested in the company’'s prosperitpnemic and financial stability. They
want to retain their jobs and pay conditions. Thegnitor the net income and enforce their
impact through trade unions. (Griinwald and Klebed 2007, 27-31)

Government

Public authorities have interest in the companiiaricial management for many reasons.
Because of statistics, taxation control, finanabldwance distribution or annual reports.
They require financial information for economic ipgl definition towards business area.
(Grinwald and Hok&kovéa 2007, 27-31)
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2 METHODS
Preparation and financial analysis processing basbtigatory methodology. Method of its
implementation depends on the actual situationhef ¢company. The general method

includes the following steps: (Siman 2005, 84-85)

» collection of information
» absolute indicators analysis
e computation and analysis of ratio indicators

* recommendation of subsequent company managemenbdet

“Companies invest in variety of real assets. Theskide tangible assets such as plant and
machinery and intangible assets such as manageetiacts and patents. The object of
the investment, or capital budgeting, decisiomifind real assets that are worth more than

they costs.” (Brealey and Myers 2003, 13)

There are several methods used in financial asalysie most popular methods are:
* Absolute indicators
* Subtractive indicators

+ Ratio indicators

2.1 Absolute indicators
Absolute indicators analyses use two basic methods:
* Horizontal analysis

« Vertical analysis

2.1.1 Horizontal analysis

Horizontal analysis is called trend analysis. Sames$ it is also called line analysis,
because individual items (lines) of accountingestagnt are considered from the point of
view of time development and their absolute andhatied changes are evaluated.
Presumable development of relevant indicators cbaléxtrapolated in the future. (Siman
2005, 84-85)
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2.1.2 Vertical analysis

Vertical analysis is called common-size analysigther words proportional analysis. This
method expresses each item in financial statenan& percentage of the selected basis
that is 100 %. This method helps to analyse a tong-development of the company’s

financial situation and compares it to its compesit (Siman 2005, 84-85)

2.2 Subtractive indicators

The most frequently used indicator is net workiagital. It informs about the company’s
solvency. It shows if the current assets are higitemot than short-term liabilities. The
higher is the indicator, the higher is the ability pay the liabilities of the company.
(Cechovéa 2006, 130)

Net working capital = Current assets — Short-terrabilities

A positive result of net working capital means tti& company is able to pay its short-
term liabilities and negative net working capitadicates that the company is unable to pay
its short-term liabilities with its current asséts/entory, cash and accounts). The company
may run into trouble paying back its creditors moi$ term and the bankruptcy is a possible
consequence. When a net working capital ratio didag for a longer period, it is

necessary to do a further analysis. (Investopedia)

2.3 Ratio indicators

Methods of ratio analysis are summarized in sevgn@lps of indicators. The company is
complex organism and it is necessary to have nf@e bne indicator to characterise its
financial situation. It is obvious that for longnte existence, the company has to be not
only profitable but also liquid and adequately ipidel. (Kislingerova and Hnilica 2005,
31)

2.3.1 Profitability ratios
Profitability ratios are probably the best known anost widely used of all financial ratios.
In one form or another, they are intended to meakaw efficiently the firm uses its assets

and how efficiently the firm manages its operatidsttmar 2000, 64)
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Return on Assets
Return on assets (ROA) is a measure of profit pewie of assets. It can be defined in

several ways, but the most common is: (Dittmar 2@d)

Net income

Return on assets
Total assets

Return on Equity
Return on equity (ROE) is a measure for the stolckdre to know how they fared during
the year. (Dittmar 2000, 64)

Net income

Return on Equity= m

Return on Sales

Return on sales indicates which part of salesaftpr

Profit

Return on sales= —
Sales

Weakness in either operating or asset use effigignt show up in a reduced return on
assets, which will change into a lower ROE. Comsigethe Du Pont identity, it appears
that the ROE could be leveraged up by increasimgamount of debt in the firm. It

happens if the firm’s ROA exceeds the interest oat¢he debt. More importantly, the use
of debt financing has a number and the amountwarégye a firm uses is governed by its

capital structure policy. (Dittmar 2000, 68)

2.3.2 Liquidity ratios
The primary concern is the firm’s ability to pag iills over the short run without undue
stress. These ratios focus on current assets amentdiabilities. Liquidity ratios are

particularly interesting to short-term creditof@it{mar 2000, 57)
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Current Ratio
Current ratio is one of the best known and moselyidsed and is a measure of short-term
liquidity. To the firm, a high current ratio indis liquidity, but it also may indicate an

inefficient use of cash and other short-term asgbitmar 2000, 57)

Current assets

Current ratio = —
Current liabilities

The Acid Test Ratio

The Acid Test Ratio is also called quick ratio aadmore rigorous then current ratio,
because it eliminates inventory, which is the Idapiid of current asset. (Hisrich and
Peters 2002, 485)

Inventory

Acid test ratio = Current assets —
Current liabilities

Cash Ratio

Cash ratio measures the most liquid instrument®oipany.

_ Cash Equivalents + Cash
Cash Ratio =

Current Liabilities

2.3.3 Solvency ratios
Long-term solvency ratios are intended to addrbssfitm’s long-run ability to meet its

obligations, its financial leverage. (Dittmar 2069)

Debt ratio
The debt ratio helps the entrepreneur to assesfitims ability to meet all of its
obligations. It is also a measure of risk becaws# dlso consists of a fixed commitment in

the form of interest and principal repayments. (idisand Peters 2002, 486)

Total liabilities

Debt ratio=
Total assets
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Debt to equity ratio

The debt to equity ratio assesses the firm’s clgiitacture. It provides a measure of risk to
creditors by considering the funds invested by itoesl (debt) and investors (equity). The
higher is the percentage of the debt, the gresttral degree of risk to any of the creditors.
(Hisrich and Peters 2002, 486)

Total liabilities

Debt to equity ratic=  — ; )
Stockholder's equity

2.3.4 Activity ratios
Activity ratios are sometimes called asset utilaatratios and are used to measure the
activity of a company’s assets, its turnover. They intended to describe how efficiently

or intensively a firm uses its assets to genei@tss(Dittmar 2000, 61)

Average Collection Period

The average collection period indicates the averageber of days it takes to convert
accounts receivable into cash. This ratio helpsetiteepreneur to measure the liquidity of
accounts receivable or the ability of the ventaredllect from its customers. (Hisrich and
Peters 2002, 485)

Accountsreceivable

Average collection perioe -
Average daily sales

Inventory Turnover

The inventory turnover measures the efficiencyhef ¥enture in managing and selling its
inventory. A high turnover is a positive sign tiadicates that the venture is able to sell its
inventory quickly. There could be a danger witheayvhigh turnover that the venture is

under stock, which could result in lost orders. Biging inventory is very important to the

cash flow and profitability of a new venture. (Hdcér and Peters 2002, 485)

Sales
Inventory turnover= ——
Inventory
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Fixed asset turnover
The fixed asset turnover measures effectivenessiafy premises, machines, devices and
other long-term portions of fixed asset. It indesathe asset turnover to sales - how many

times per year. (Kislingerova 2007, 93)

. Sales
Fixed Asset Turnovep ———
Fixed Asset

2.4 Cumulative indicators

2.4.1 Kralicek Quick Test

From this test just one indicator from four indivad groups of indicators is chosen. There
are indicators of stability, profitability, liquityi and net income. Marks are allocated to a
certain business based on the results. The fingk masimple the arithmetic mean of all
marks. The advantage of this test is its quickaesssimplicity. (Kislingerova and Hnilica
2005, 76)

Table 1. Kralicek Quick Test

Parameter Calculation Indicator value Number of ponts
0.3+ 4
Q1 Equity 0.2-0.3 3
Assets 0.1-0.2 2
0.0-0.1 1
0.0- 0
3- 4
Q2 Liabilities — Cash 3-5 3
Cash flow 5-12 2
12 - 30 1
30+ 0
0.15+ 4
Q3 EBIT 0.12-0.15 3
Assets 0.08-0.12 2
0.00 - 0.08 1
0.00- 0
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Q4

Cash flow
Revenues

0.1+
0.08-0.1
0.05-0.08
0.00 - 0.05
0.00-

OFrRrNWhM

QT

Y Points

QT=—,
QT > 3 stable company

QT < 1 unstable company

Source: Mrkvicka, Josef, and Pavel K#ld2006.Financni analyza (Praha: ASPI, a.s.),
153

2.4.2 Altman Z-Score

The Altman Z-Score is a formula that measures ittential health of the company. It is a

powerful diagnostic tool for predicting the probthty of a company entering bankruptcy

within a 2 year period. The Z-Score includes foufige ratios which determine possible

bankruptcy. (Wikipedia)

The 5 financial ratios in the Altman Z-Score anelitmespective weight factor:

Table 2. Altman Z-Score

A EBIT/Total Assets X. 3.3 -4 to +8.0
B Net Sales /Total Assets x 0.999 -4 to +8.0
C Market Value of Equity / Total Liabilities [k 0.6 -4 to +8.0

D  ||Working Capital/Total Assets x 1.2 -4 to +8.0
E Retained Earnings /Total Assets x1.4 -4 t0 +8.0

Source: Credit Guru

These ratios are multiplied by the weight age awaland the results are added together.

There are two ways how to calculate Z-Score:

Z-Score=Ax3.3+Bx099+Cx06+Dx1.Ex14
Z-Score = 0,717X1 + 0,847X2 + 3,107X3 + 0,420X3,998X5
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The Interpretation of Z-Score:
e Z-SCORE ABOVE 3.0 -The company is safe.
» Z-SCORE BETWEEN 2.7 and 2.99 - This zone is an avbare one should
exercise caution.
« Z-SCORE BETWEEN 1.8 and 2.7 - Good chances of timepany going bankrupt

within 2 years Z-SCORE BELOW 1.80- Probability afdncial difficulties is very
high.

2.4.3 The Du Pont Analysis

Retum on totzl assels

I
| I

et profit margin # Tolal agsets uenaver
|

i i Avarage

Med profit Met sales et zales 10%al ascek
|
[
Mel sales +- . - + [
non-operating otal costs rape werage
sumlsideficit - cleTEnt 3536 fixed mesets
Cost ot goods Operating Average cash, bank, Ayorane
sold ENENSES and marketsbla debtars
securities
[lerast Tax Buveraoe Hhers
—_— irerito fles

Fig. 1. The Dupont model
Source: The Manage Mentor



TBU in Zlin, Faculty of Humanities 24

The Du Pont identity tells us that ROE (return qoity) is affected by three things:

1. Operating efficiency (as measured by profit margin)
2. Asset use efficiency (as measured by total asssbver)
3. Financial leverage (as measured by the equity piigit)

(Dittmar 2000, 67)

When analyzing Du Pont model it is typical to us¢ghratios. Return on equity and return

on assets. The basic formulas are:

_ EBIT _EBIT, Sales | Totalassets
Equity Sales Totalassets Equity

ROA= EBIT _EBIT, Sales
Total assets Sales Total assets
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Il. ANALYSIS
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3 ESPRINT ZLIN

Printing company ESPRINT ZLIN, Ltt.belongs to Czech classification of economic
activity, OKEC, is classed into branch of publishing, print aegproduction of sound

records. The company belongs to section of prinR.2Zhis section is composed of
separate polygraphic industry; it is journal primbok binding and processing, typography

and print of graphic masters and other works itygralphic industry.

3.1 Description of company

Date established: 1.6.1993

Trade name: ESPRINT ZLIN, s.r.o.

Place of business: Zlin, Obeciny 1X/3617 (PB0 01
Identification Number: 489 08 631

Partners:

Stanislav Vojéch, p.i.n. 570801/0033

Zlin, Obeciny 1X/3617, P& 760 01

Investment: 40 000, - CZK

Payment: 100 %

business share: 1/3

Radim Maltek, p.i.n. 610228/0877
Zlin, U Trojaku 4639, P& 760 05
Investment: 40 000, - CZK
Payment: 100 %

business share: 1/3

Ivana Vojeéchova, p.i.n. 606227/0544
Zlin, Obeciny IX 3617, P§ 760 01
Investment: 40 000, - CZK

Payment: 100 %

L ESPRINT Ltd in Czech language = s.r.0., only ES¥RIiurther to make it simpler
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business share: 1/3

Capital: 120 000, - CZK

(Justice)

ESPRINT ZLIN is a printing company established 893 by Stanislav Vajch, a trained
printer, and his six associates. The company stédéusiness in Stipa, but there were not
enough space to expand its production. After twaryehe company moved to a rented
facility of Film studios Zlin where movie tales weshot before. Three partners left
ESPRINT in 1996 and it became a family firm whislhmanaged by remain three owners.
ESPRINT bought an equipment and machinery from ridugy company NAPO in
Otrokovice and gave the work to three employeesetie 2008. NAPO was not only
advertising company, but also provided digital priereas ESPRINT was focused only
on offset printing. The reason for this purchases WAPQO’s bankruptcy caused bad
management leading. It was a step toward get newm@ers for ESPRINT because NAPO
had longer tradition and had its regular customers.

NAPO was renamed to be the subsidiary of ESPRINT inould extend its services of
advertising and promotion activity, rubber stampduction and mainly of digital print.
ESPRINT ZLIN s.r.o. has no sales representativedenstomers relations are did by one
of three owners. Customers from Zlin region are fingus of attention because the
company had difficulties with exacting debt fromsttomers from another region. It has
almost 70% of regular customers.

Strategy of the company is providing high-qualibhygraphic services for customers from

Zlin and to be independent and profitable.

Table 3. Employees in ESPRINT

Year 2004 2005 2006 2007 2008
Number of employees 8 10 10 10 13
Source: own

3.2 Subject of enterprise
- offset printing: business cards, brochures, ataty, leaflets, postcards, magazines,

envelopes, , letterheads, newsletters, postdes)daxs, handbills, presentation folders
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- merchandise
- advertising and promotional activity
- publishing activity

- mediating activity

3.3 Equipment

The company is equipped of many copy prints andtipg presses. ESPRINT uses many
methods used in polygraphic industry. It focusasoffset printing — main activity and
digital printing. Big step which this company dicasvreplacing an old printing press and
decided for an offset printer 5-colour KBA Perfor®@ which is current star in the world

of print.

3.4 SWOT analysis

Table 4. SWOT
Strengths Weaknesses
- Technological skills - Limited offer of printing size
- Production and print quality - Little brand recognition
- Good relationship of employees - Location of printing-work
- Educated and experienced - Low brand awareness
employees - Target mainly the region costumers

- Financial stability
- Low cost of print

- Early market entry

Opportunities Threats
- Foreign market - Increasing amount of competitors
- E-business - Rapid technology chase
- Entry into new market segments - Competitor has new innovative product
- New subsidiary closer to center or service
- Brand promotion - Economic crisis

Source: own creation
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The biggest advantage of ESPRINT | see in techincdbgkills and modern equipment. In
the newest progressive print machine KBA Perforée Gvas bought in 2008. Company
contracted a bank loan for million Czech crowns mndssured of recovery of investment.
Disadvantage of company is its narrow sphere ofucosrs-target to Zlin region and the
location of printing work which is almost 10 kilotees from centre. Main opportunity of

the company should be entry into new market segmmebégin to use e-business which is

really popular nowadays. | think that threats af tompany are mostly the same as other

companies have.
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4 METHODS

It is necessary to pay attention not only to finahstatements but also to particular events
happened during the analyzing. It is used of ba&asteets and income statements from
2004 to 2008 when analyzing ESPRINT Company. Chenganalysis are discussed with

management and described. Analysis is based onuédsmd subtractive indicators, ratio

indicators and also on cumulative indicators.

4.1 Absolute indicators

Absolute indicators analysis uses two basic methods

* Horizontal analysis - individual items of the firgal statement are considered from

point of view time

» Vertical analysis - each item in the financial staént as a percentage of selected bases

that is 100 %

4.1.1 Horizontal analysis of the balance sheet

Development of assets

2,500
2,000 - /
1,500 -
1,000 1 v
0,500 ~
0,000 05/04 06/05 07/06 08/07
TOTAL ASSETS 0,845 1,075 1,436 0,996
—— Fixed assets 0,896 0,890 0,724 2,319
Current assets 0,829 1,119 1,527 0,932
—— Other assets 1,112 0,647 0,753 0,983
TOTAL ASSETS ——Fixed assets
Current assets —— Other assets

Fig. 2. Graph of horizontal analyses-developmerdssiets
Source: own calculation
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It is obvious from graph of development of asske# total assets declined of 16% in 2005,
but there were increased next years. In 2006 itom&s8%. Greatest distinction is between
2006 and 2007 where was the increase of 36%. Naitieechange of fixed assets was in
2008. It was 132%. ESPRINT bought a machinery aqdipenent from advertising
company NAPO which bankrupted and established nédsidiary there. Current assets has
increasing trend but from 2007 declined. Other tasa@re higher in 2004 than in 2005
(11%). From 2005 there is a moderate increasehef @ssets.

Development of liabilities

2,000
1,500 - ~_ —

1,000 - // \
0,500 1 \

0,000

05/04 06/05 07/06 08/07

—— TOTAL LIABILITIES 0,845 1,075 1,436 0,996
— Equity 1,454 1,036 1,511 0,602
Liabilities 0,456 1,311 1,453 1,718

— Other liabilities 0,684 0,537 0,146 0,000

= TOTAL LIABILITIES — Equity
Liabilities = Other liabilities

Fig. 3. Graph of horizontal analyses-developmeritatilities
Source: own calculation

There was a moderate increase of total liabilibesween 2004 and 2007 when they
reached a peak. Equity fluctuated from 2004 to 2092008 there was a failure of 91%.
There was a gradual increase of liabilities. lchesl a peak in 2008 because of the bank
loan which was 1 million Czech crowns. Other lidglas fell gradually between 2004 and

2008. The highest increase of equity was the fa20@7 and 2006.
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4.1.2 Vertical analysis of a balance sheet

Structure of assets

100% S
80%
60%
40%
20%
0%
2004 2005 2006 2007 2008
@ Other assets 3,02% 3,97% 2,39% 1,25% 1,24%
O Current assets | 86,72% 85,15% | 88,61% 94,21% | 88,19%
@ Fixed assets 10,26% 10,88% 9,00% 4,54% 10,58%

O Fixed assets

0O Current assets

W Other assets

Fig. 4. Graph of vertical analyses-structure ofetss

Source: own calculation

Looking at the graph we can see that current afileéle biggest part of total assets. In my
opinion it happens also in the structure of otl@mpanies. Current assets are most created
of short-term receivables and inventories. Invaatomcreased to almost 26% in 2005 but
short-term financial assets decreased 14, 45%eisdime year. The most obvious change is
in 2007 when current assets fill almost 95%. It kadnection with increased number of
short-term receivables, because trade receivablesased to almost 92%.

consequence of the fact that ESPRINT bought a newting press. It raised the

productivity and also the number of customers —tsieom receivables.

It was
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Structure of liabilities

100% -
80% |
60% |
40% -
20% |
0%
2004 2005 2006 2007 2008
@ Other liabilities | 9,98% 8,08% 4,04% 0,41% 0,00%
m Liabilities 53,34% | 28,77% | 35,08% | 3550% | 61,26%
O Equity 36,68% | 63,15% | 60,88% | 64,09% | 38,74%

O Equity @ Liabilities @ Other liabilities

Fig. 5. Graph of vertical analyses-structure oflilities

Source: own calculation

The greatest portion of liabilities is created qtigy except the year 2004 and 2008 when
equity was less than 40%. It can be seen thattateuof liabilities changed radically in

2004 (53,34%) and in 2008 (61,26%). The first cleamgas caused by a short-term
financial accommodation (43000 CZK) and the secamel was caused by short-term bank

loan. ESPRINT needed a bank loan for purchasewpetent of broken NAPO.

4.1.3 Horizontal analysis of the income statement

Table 5. Horizontal analysis-income statement

(in CZK thousand) 2004 | 2005 |2006 |2007 |2008 |05/04 |06/05 | 07/06 |08/07
Revenues from sold goods 0 0 0 0 0 X X X X
Production 12573 [ 14017 | 13293 | 11401 | 13584 | 1,115 | 0,948 [ 0,858 | 1,191
Revenues from disposals of fixed assets and

materials 201 109 88 3210 |48 0,542 | 0,807 | 36,477 | 0,015
Other operating revenues 157 121 96 255 173 0,771 [ 0,793 | 2,656 |0,678
Extraordinary revenues 0 0 14 0 0 X X X X

Source: own calculation



TBU in Zlin, Faculty of Humanities 34

Development of revenues

40,000
30,000 -
20,000 -
10,000

0,000 | =———— -
-10,000 05/04 06/05 07/06 08/07

Revenues from sold goods

Revenues from disposals of fixed assets and materials

—— Production

Fig. 6. Graph of horizontal analyses-developmentgénues
Source: own calculation

Looking at the graph of development of revenuesait be seen that revenues from sold
goods and are always 0% and production had noaladmanges. These items are not so
important. Revenues from disposals of fixed asaetsmaterials reached its highest peak
in 2007 because ESPRINT sold its old printing maehiEquity increased due to this

disposal of property.
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Development of expenses

2,500

2,000 -
1,500 -

1,000 -

0,500 -

0,000 ———

05/04 06/05 07/06 08/07

-0,500

Expenses on sold goods
—— Production consumption
Personnel expenses
Taxes and fees
- Depreciation of tangible and intangible assets
—— Interest expenses

Fig. 7. Graph of horizontal analyses-developmerexqfenses
Source: own calculation

Although expenses on sold goods plateaued in 26042805 there was still an overall

down ward trend since 2006. Production consumptioigrest expenses and personnel
expenses did not signify substantive change. Tardsees fell gradually in 2008 because
of bank loan and it connects with fell of depreciatof tangible and intangible assets.

Company took a bank loan to purchase equipmenit @imgplayed in its depreciation.
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4.1.4 Vertical analysis of the income statement

Structure of revenues

100%
90%
80% A
70%
60% -
50%
40% -
30%
20% A
10% -

0% - T T T T

m Revenues from sales of securities and ow nership interests
O Reveunues from disposals of fixed assets and materials

B Production

O Revenues from sold goods

Fig. 8. Graph of vertical analyses-structure ofeaues
Source: own calculation

Production and revenues from sales are only itdrats dreated this graph. Revenues are
mostly formed of production. Revenues from disposhlfixed assets and materials
significantly increased in 2007 (28% of productidn)the same year production decreased

because of lesser value of revenues from own ptedun services.
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Structure of expenses

100%

80% -
60% -
40% -
20%
0% - ‘ ‘ ‘ ‘

2004 2005 2006 2007 2008

@ Interest expenses

B Depreciation of tangible and intangible assets
0O Taxes and fees

O Personnel espenses

B Production consumption

0O Expenses on sold goods

Fig. 9. Graph of vertical analyses-structure of expes
Source: own calculation

Expenses in the graph are mostly created from jgtamu consumption. It reached the
highest level in 2004 (almost 83%). Depreciation tahgible and intangible assets
increased slightly between 2004 and 2008 when ael8@6. It is interesting that personnel
expenses increased in 2006 to 32,7%. Next yearaadrso high particularly because the

company was thrifty.
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Development of sales, revenues and expenses

A~ S

2004 2005 2006 2007 2008

/

CZK thousands

12 000

Sales (in CZK thousand)
Revenues (in CZK thousand)
Expenses (in CZK thousand)

Fig. 10. Graph of development-sales, revenues apdrees
Source: own calculation

This graph says the situation of development &dssakevenues and expenses. It is obvious
that highest results were achieved in 2007 becadisthe purchase of new printing
machine. It was the reason of spreading numberusfomers and consequently higher
profits. Lower expenses were caused by increaspredation of tangible and intangible

assets.

4.2 Subtractive indicators

Table 6. Net working capital

(In CZK thousand) 2004 2005 2006 2007 2008
NWC 1227 1689 1724 2715 2240
Source: own calculation

In progress of net working capital of ESPRINT fr@d04 to 2008 can be seen positive

numbers. There was an increase of net working aayittii 2007 when it reached a peak.
These numbers are greater then zero a it meansdhgiany is able to pay its short-term

liabilities.
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4.3 Ratio indicators

4.3.1 Profitability ratios

Table 7. Profitability

Profitability

2004

2005

2006

2007

2008

ROA

-29,26%

27,74%

9,16%

33,64%

-18,50%

ROE

-79,78%

43,92%

13,51%

39,41%

-50,90%

ROS

-8,13%

5,88%

1,98%

7,99%

-6,66%

Source: own calculation

Profitability

15,00%
-5,00% -
2005 2006 2007
-25,00% -
-45,00% -

-65,00% -

-85,00%

@ ROA m ROE mROS

Fig. 11. Graph of profitability
Source: own calculation

These three ratios are connected with profit/ldsgear. Looking at graph can be seen that
situation of company’s profitability was positivalg within three years.

It is obvious that worst ever situation of ESPRINas in 2004 and 2008. All of three ratio
indicators were less than zero. The highest redarassets and return on sales was in 2007
thanks to purchase of new printing machine. Thised the highest profit. Numbers which
are lower than zero could signal bad economic sitnaand future difficulties. Each

company would like to be profitable as much as ibbss
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4.3.2 Liquidity ratios

Table 8. Liquidity

Liquidity 2004 2005 2006 2007 2008
Current ratio 1,63 2,96 2,53 2,65 1,44
Acid-Test ratio 1,54 2,08 2,38 2,60 1,35
Cash ratio 0,57 0,50 0,62 0,27 0,22

Source: own calculation

Indicator of company’s liquidity has no fixed rule judge financial health of company. It

depends on the structure of company’'s size angraperty, but to imagine ESPRINT

situation, these advised numbers are used.
Advised number of current ratio is 1,5-2. This ebbk noted only in 2004 and 2008. It is

not as liquid as others because inventory is ireeNAcid-test ratio is over appropriate

rates in 2005, 2006 and 2007. Cash ratio that dhmeilabout 0,2 reached this advised rate

only in 2008.

4.3.3 Solvency ratios

Solvency

70,00%
60,00% -
50,00% -
40,00% -
30,00% -

20,00% -

=101l

0,00%

2004 2005 2006 2007 2008
= Total debt |  53,34% 28,77% 35,08% 35,50% 61,26%

Fig. 12. Graph of solvency
Source: own calculation
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Total debt of company was high in 2004 but therreised. High rate of debt was noticed
in 2008 again, this year was really risky and aeeommended rate of 60%. Reason for so

much high rate was financial crisis and shortagerdérs.

4.3.4 Activity ratios
Table 9. Activity

Activity 2004 2005 [2006 [2007 2008
Asset turnover ratio | 3,6 4,71 4,15 3,16 2,96
Inventory turnover |[75,59 (18,59 [83,63 |178,18 [52,63

Days in inventory 5 19 4 2 7
Receivables
turnover 6,99 10,4 6,71 3,81 4.3

Liabilities turnover |6,75 16,39 |11,84 |8,90 4,83
Source: own calculation

Asset turnover is recommended at least once per F@SRINT had almost five turnovers
in 2005 and it shows that company is successfil ustfinancial management. The same
situation is with inventory turnover. Company reaatreally high numbers especially in
2007 which was the year when company had the highesit. Situation of days in
inventory is connected with inventory turnover. BERT has so high figures of inventory
turnover and days in inventory because it accepigenittle orders than one big. It is
economic strategy to avoid financial problems irsecaof amount outstanding. It is
important to compare receivables and liabilitieshdwer. Except in 2004, company had
longer liabilities maturity than receivables whigtean that company demand for longer

maturity of liabilities because waited for monegrfr customers.
4.4 Cumulative indicators

4.4.1 Kralicek Quick Test

Table 10. Kralicek quick analysis

QUICK TEST 2004 2005 2006 2007 2008
Registered capital/Equity 36,68% 63,15% 60,88% 64,09% 38,74%
CF from running

activities/sales 5,81% 1,51% 1,43% 43,80% 3,79%
ROA -29,26% 27,74% 8,23% 25,25% -19,72%
Period of debt payment 1 2 2 0 4

| QUICK TEST 2004 2005 2006 2007 2008
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Equity 1 1 1 1 1
CF% 3 4 4 1 4
ROA 5 1 3 1 5
Period of debt payment-years 1 1 1 1 1
QUICK TEST 2004 2005 2006 2007 2008
Financial stability 1 1 1 1 1
Revenues situation 4 2,5 3,5 1 4,5
Total situation 2,5 1,75 2,25 1 2,75

Source: own calculation

Kralicek Quick test describes total financial sitaa of ESPRINT. Equity ratio had perfect
results all analysed years. Rate of cash flow franrming activities and sales was except
year 2007 really bad, because was lesser than B#rriRon assets was worst ever in 2004
and 2008. Debt payment situation was average 2008 when reached 5 years. Result of
this test is financially stable company. Best ditrawas in 2007. As mentioned before,
company bought new printing machine and begun te@cmore orders. The worst

situation was in 2008 because of financial crigiss orders and customers.

4.4.2 Altman Z-Score

Table 11. Altman Z-score analysis

YEAR 2004 2005 2006 2007 2008
-0,909 0,862 0,285 1,045 -0,575
3,594 4,706 4,146 3,153 2,954
0,289 0,922 0,729 0,758 0,266
0,506 0,829 0,392 0,361 0,527
0,239 0,404 0,384 0,421 0,193

Z-Score 3,720 7,723 5,935 5,738 3,365

Result © © © © ©

Source: own calculation

Result of Altman Z-score is very positive and iptetation is simple. The company

managed in safe zone - ESPRINT had no difficuliveh its financial management, but

year 2008 was not as profitable as previous ydatgas to be aware of next company’s

development. It is really strange that the resoltgrofitability ratio were completely

different and according them was ESPRINT in badenuc situation. | think that this test

should not be considered as reliable source ofnmdtion about company.
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4.4.3 The Du Pont Analysis

Table 12. Du Pont analysis-ROE

Net Net

ROE income income * Sales Assets

Equity Sales Assets Equity
2004 -0,798 -0,081 * 3,601 2,726
2005 0,439 0,059 * 4,715 1,584
2006 0,135 0,020 * 4,154 1,643
2007 0,394 0,080 * 3,159 1,560
2008 -0,509 -0,067 * 2,960 2,581

Source: own calculation

Return on equity is enriched of leverage effectisTiifluences all results. Leverage effect acts
only when reached more than 1, but it is not a cA&SPRINT. The situation was improving
during next years except year 2008 when negatiltee\appeared again. Reason for that was
weak economic situation in company and negativditposs. Next reason was influence of
bank loan in 2004 (43000) and in 2008 (1000 000).

Table 13. Du Pont analysis-ROA

ROA _ Net income _ Net income . Sales

Assets Sales Assets
2004 -0,293 = -0,081 3,601
2005 0,277 0,059 4,715
2006 0,082 = 0,020 4,154
2007 0,253 0,080 3,159
2008 -0,197 = -0,067 2,960

Source: own calculation

Return on assets reached negative values in 2@D2G08 because of negative net income
which influences the results. ROA reached the HEghkalues in 2005 because company
had relatively high net income and also equity.

The situation was improving during next years ekxcggar 2008 when negative value
appeared again. Reason for that was weak econdt@tien in company and negative
profit/loss. Next reason was influence of bank lo0e8004 (43000) and in 2008 (1000 000).
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CONCLUSION

The aim of my bachelor thesis was to analyze adooyrstatements of ESPRINT Ltd
company from 2004 to 2008. On the basis of balaheets and income statements | tried
to make the financial analysis with help of differeeconomic indicators and ratios. |
described them in theoretical part of my thesisedrhtical part includes description of
analysis importance; its users, methods and telhas are somehow connected with it.
Practical part contains results, calculations afudamations of methods which were used. |
would like to make short summarization of results.

Practical part of my bachelor thesis begins withizomtal analysis of the balance sheet
from 2004 to 2008. | described there the developrokassets and liabilities. According to
results | should say that the most significant geais noticed in fixed assets in 2008. The
explanation is the purchase of equipment from hagstied company NAPO in Otrokovice.
It became the subsidiary of ESPRINT. It is closgiynected with increase of liabilities in
2008. ESPRINT had to take a bank loan for this Ipase. Looking at the graph of vertical
analysis of balance sheet we can see that the motiseable change was in 2007. It was
influenced by buying new printing machine. Thising machine earns a lot of money for
ESPRINT because it provided more services and nstomers were coming. Horizontal
analysis of the income statement disclosed a radiange of revenues from disposals of
fixed assets and materials in 2007 because ESPRNight its old printing machine to
replace it by the new one. The purchase of newtipgmachine connected with graph of
vertical analysis of the income statement. Theranisncrease of depreciation of tangible
and intangible assets.

All these results closely connected with calculatod ratio indicators. According to it the
highest profit was noticed in 2007 and the highesnber of debt was in 2008 because
company took a bank loan for mentioned purchagginfing machine. | should warn this
company because the total debt of was over recomederate and it could be dangerous to
stand the situation in future. If the company doeorrect steps of financial managing
difficulties would come. This situation is also debed in Kralicek Quick test, The Du
Pont analysis and Altman Z-Score where the ratobseaed the worst numbers. The year
2008 was really bad for economic situation of ES¥YRlompany on account of low
orders and high leverage of company. This compaoyld begin with new strategy plan
and find how to become more stable. According toSWOT analysis | see the real threat

in economic crisis that certainly influence econosituation of ESPRINT. | am afraid that
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when company had difficulties in 2008, economicrdsepion should probably much more
worsen everything. | recommended ESPRINT to beildlexand do not afraid of new
things. They should focus on wider sphere of custanmot only from its region and they
could try to use popular E-business to make orders.

Positive thing | see in purchase of NAPO which adsertising agency and provide digital
print before. Thanks to this purchase ESPRINT spri#s services and established
bankrupted NAPO to be its subsidiary. Regular cusis abided at a place and since the
end of 2008 ESPRINT should have be much more pfaét | am really interested in the
balance sheet and the income statement of 200@i®etaredict better financial situation.
Finally | would like to wish all the best to ESPRINind | hope that my prediction will be

real.
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APPENDIX P I: BALANCE SHEET OF ESPRINT (2004-2008)

Balance sheet (in thousands CZK) 2004 | 2005 | 2006 | 2007 | 2008
TOTAL ASSETS 3547 2996| 3221| 4625| 4605
B. Fixed assets 364 326 290 210 487
B.l. Intangible assets 0 0 0 0 0
B.II Tangible assets 364 326 290 210 487
3. | Machinery, tools and equipment 364 364 290 210 487
B.lll. |Long-term investments 0 0 0 0 0
C. Current assets 3076| 2551 | 2854| 4357| 4061
C.l. Inventories 169 760 160 82 259
C.I.1. Material 169 284 160 82 259
6. Advance payment for inventory 0 476 0 0 0
C.Il. Long-term receivables 0 -2 0 0 0
Receivables from partners, cooperative
2. | members and association members 0 -2 0 0 0
C.lll. | Short-term receivables 1828| 1360| 1995| 3831 3171
C.llIl.1. | Trade receivables 1169| 1323| 1731| 3790| 3135
Receivables from accounting units with
6. |substantial influence 583 0 227 0 0
7. Other receivables 76 37 38 41 37
C.IV. Short-term financial assets 1079 433 699 444 631
C.IV.1.| Cash 123 64 230 41 26
2. Bank accounts 956 369 469 403 605
D. Other assets 107 119 77 58 57
D.l. Accruals 107 119 77 58 57
D.I.1. Deferred expenses 107 119 77 58 57
Balance sheet (in thousands CZK) 2004 | 2005 | 2006 | 2007 | 2008
TOTAL LIABILITIES 3547 2996| 3221| 4625| 4605
A. Equity 1301| 1892| 1961| 2964| 1784
Al Registered capital 120 120 120 120 120
A.lL. Registered capital 120 120 120 120 120
A.ll. Capital funds 0 0 0 0 0
Reserve funds, statutory reserve account for
A.lll. | cooperatives, and other retained earnings 98 98 97 97 97
AllllL1. Legal reserve fund 90 90 90 90 90
3. Statutory and other funds 8 8 7 7 7
A.lV. |Profit/loss previous year 2121| 2934 | 1491 1970| 2865
A.IV.1.| retained earnings from previous years 2121 | 1896 1687 1774| 2669
2. Accumulated losses from previous years 0| 1038| -196 196 196
A.V. Profit/loss current year -1 038 | -1 260 253 777|-1298
B. Liabilities 1892 862| 1130 1642| 2821
B.l. Reserves 0 0 0 0 0
B.II Long-term payables 0 0 0 0 0
B.III. Short-term payables 1849 862| 1130 1642| 1821
B.lll.1. | Trade payables 1281 459 530 918| 1324
Payables from partners, cooperative members
2. | and association members 71 72 128 59 74
3. Payroll 113 123 118 116 148
Payables to social security and national
4. |insurance 123 129 169 108 142




5. Due from state - tax liabilities and subsidies 134 79 185 441 133
Payables to accounting units with substantial
7. |influence 127 0 0 0 0
B.IV. Bank loans and financial accommodations 43 0 0 0| 1000
2. Short-term bank loans 0 0 0 0| 1000
3. short-term financial accommodation 43 0 0 0 0
C. Other liabilities 354 242 130 19 0
C.l Accruals 354 242 130 19 0
C.I.1. Accrued expenses 354 242 130 19 0




APENDIX P2: INCOME STATEMENT OF ESPRINT (2004-2008)

Income statement (in thousands CZK) 2004 2005 2006 2007 2008
l. Revenues from sold goods 0 0 0 0 0
A. Expenses on sold goods 25 25 19 0 0
+ Sale margin -25 -25 -19 0 0
Il. Production 12573 14017 13293 11 401 13584
I1.1. Revenues from own products and services 12573 14017 13293 11 401 13 584
B. Production consumption 10 388 9274 8 656 8 657 10 212
B.1. Consumption of material and energy 4663 5196 4802 4172 4901
B.2. Services 5725 4078 3854 4485 5311
+ Added value 2160 4718 4618 2744 3372
C. Personnel expenses 3397 3987 4 341 4042 4163
C.1. Wages and salaries 2414 2852 3105 2880 2944
C.2. Remuneration of board members 0 0 0 0 0
C.3. | Social security expenses and health insurance 824 983 1067 990 1021
C.A4. Other social expenses 159 152 169 172 198
D. Taxes and fees 8 9 11 21 10
E. Depreciation of tangible and intangible assets 19 37 38 81 126
Revenues from disposals of fixed assets and
M. materials 201 109 88 3210 48
Net book value of disposed fixed assets and
F. materials 18 0 0 0 6
Change in operating reserves and complex
G. deferred costs 0 0 0 0 0
VI. Other operating revenues 157 121 96 255 173
l. Other operating expenses 99 84 131 333 265
* Operating profit/loss -1023 831 281 1571 -823
XIV. [Interest revenues 0 0 0
P. Interest expenses 0 0 56
XV. | Other financial revenues 0 0 0
Q. Other financial expenses 15 21 15 15 29
* Profit/loss from financial operations -15 -21 -15 -15 -85
S. Income tax on ordinary income 0 388
S.1. Due tax 0 388
S.2. Tax deferred 0 0 0 0 0
** Operating profit/loss from ordinary activity -1 038 810 236 1168 -908
XVII. | Extraordinary revenues 0 0 14 0 0
T. Extraordinary expenses 0 -21 -15 0 0
U.1. Due tax 0 0 0 0 0
u.2. Tax deferred 0 0 0 0 0
* Profit/loss from extraordinary activity 0 21 29 0 0
W. Transfer profit/loss to partners 0 0 0 0 0
rrk Profit/loss of current period (+/-) -1 038 831 265 1168 -908
Profit/loss before tax (+/-) -1 038 831 295 1556 -908




APENDIX P3: HORIZONTAL ANALYSIS OF BALANCE SHEET

Balance sheet 2004 2005 2006 2007 2008 05/04 06/05 07/06 08/07
TOTAL ASSETS 3547 2 996 3221 4625 4 605 0,845 1,075 1,436 0,996
Fixed assets 364 326 290 210 487 0,896 0,890 0,724 2,319
Intangible assets 0 0 0 0 0 X X X X
Tangible assets 364 326 290 210 487 0,896 0,890 0,724 2,319
Machinery, tools and equipment 364 364 290 210 487 1,000 0,797 0,724 2,319
Long-term investments 0 0 0 0 0 X X X X
Current assets 3076 2551 2 854 4357 4 061 0,829 1,119 1,527 0,932
Inventories 169 760 160 82 259 4,497 0,211 0,513 3,159
Material 169 284 160 82 259 1,680 0,563 0,513 3,159
Advance payment for inventory 0 476 0 0 0 X 0,000 X X
Long-term receivables 0 -2 0 0 0 X 0,000 X X

Receivables from partners,
cooperative members and

association members 0 -2 0 0 0 X 0,000 X X
Short-term receivables 1828 1360 1995 3831 3171 0,744 1,467 1,920 0,828
Trade receivables 1169 1323 1731 3790 3135 1,132 1,308 2,189 0,827
Receivables from accounting
units with substantial influence 583 0 227 0 0 0,000 X 0,000 X
Other receivables 76 37 38 41 37 0,487 1,027 1,079 0,902
Short-term financial assets 1079 433 699 444 631 0,401 1,614 0,635 1,421
Cash 123 64 230 41 26 0,520 3,594 0,178 0,634
Bank accounts 956 369 469 403 605 0,386 1,271 0,859 1,501
Other assets 107 119 77 58 57 1,112 0,647 0,753 0,983
Accruals 107 119 77 58 57 1,112 0,647 0,753 0,983
Deferred expenses 107 119 77 58 57 1,112 0,647 0,753 0,983
TOTAL LIABILITIES 3547 2 996 3221 4 625 4 605 0,845 1,075 1,436 0,996
Equity 1301 1892 1961 2 964 1784 1,454 1,036 1,511 0,602
Registered capital 120 120 120 120 120 1,000 1,000 1,000 1,000
Registered capital 120 120 120 120 120 1,000 1,000 1,000 1,000
Capital funds 0 0 0 0 0 X X X X

Reserve funds, statutory reserve
account for cooperatives, and

other retained earnings 98 98 97 97 97 1,000 0,990 1,000 1,000
Legal reserve fund 90 90 90 90 90 1,000 1,000 1,000 1,000
Statutory and other funds 8 8 7 7 7 1,000 0,875 1,000 1,000

Profit/loss previous year 2121 2934 1491 1970 2 865 1,383 0,508 1,321 1,454
retained earnings from previous

years 2121 1896 1687 1774 2 669 0,894 0,890 1,052 1,505
Accumulated losses from

previous years 0 1038 -196 196 196 X -0,189 -1,000 1,000

Profit/loss current year -1 038 -1 260 253 777 -1298 1,214 -0,201 | 3,071 | -1,671

Liabilities 1892 862 1130 1642 2821 0,456 1,311 1,453 1,718

Long-term payables 0 0 0 0 0 X X X X

Short-term payables 1849 862 1130 1642 1821 0,466 1,311 1,453 1,109
Trade payables 1281 459 530 918 1324 0,358 1,155 1,732 1,442

Payables from partners,
cooperative members and

association members 71 72 128 59 74 1,014 1,778 0,461 1,254
Payroll 113 123 118 116 148 1,088 0,959 0,983 1,276
Payables to social security and

national insurance 123 129 169 108 142 1,049 1,310 0,639 1,315
Due from state - tax liabilities and

subsidies 134 79 185 441 133 0,590 2,342 2,384 0,302
Payables to accounting units with

substantial influence 127 0 0 0 0 0,000 X X X

Bank loans and financial 43 0 0 0 1 000 0,000 X X X




accommodations

Short-term bank loans 0 0 0 0 1 000 X X X X
short-term financial
accommodations 43 0 0 0 0 0,000 X X X
Other liabilities 354 242 130 19 0 0,684 0,537 0,146 0,000
Accruals 354 242 130 19 0 0,684 0,537 0,146 0,000
Accrued expenses 354 242 130 19 0 0,684 0,537 0,146 0,000




APENDIX P4: VERTICAL ANALYSIS OF BALANCE SHEET

Balance sheet 2004 2004 2005 2005 2006 2006 2007 2007 2008 2008
TOTAL ASSETS 3547 | 100,00% 2996 | 100,00% | 3221 | 100,00% 4625 | 100,00% 4 605 | 100,00%
B. Fixed assets 364 10,26% 326 10,88% 290 9,00% 210 4,54% 487 | 10,58%
B.l. Intangible assets 0 0,00% 0 0,00% 0 0,00% 0 0,00% 0 0,00%
B.Il. Tangible assets 364 10,26% 326 10,88% 290 9,00% 210 4,54% 487 | 10,58%
Machinery, tools
3. and equipment 364 10,26% 364 | 12,15% 290 9,00% 210 4,54% 487 | 10,58%
Long-term
B.III. investments 0 0,00% 0 0,00% 0 0,00% 0 0,00% 0 0,00%
C. Current assets 3076 86,72% 2 551 85,15% | 2854 88,61% 4 357 94,21% 4061 | 88,19%
C.l. Inventories 169 4,76% 760 25,37% 160 4,97% 82 1,77% 259 5,62%
C.I.1. Material 169 4,76% 284 9,48% 160 4,97% 82 1,77% 259 5,62%
Advance payment
6. for inventory 0 0,00% 476 15,89% 0 0,00% 0 0,00% 0 0,00%
Long-term
C.II. receivables 0 0,00% -2 -0,07% 0 0,00% 0 0,00% 0 0,00%
Short-term
C.11. receivables 1828 51,54% 1360| 45,39% | 1995 61,94% | 3831 82,83% | 3171| 68,86%
C..1. | Trade receivables 1169 32,96% 1323 | 44,16% | 1731 53,74% 3790 81,95% | 3135| 68,08%
Receivables from
accounting units
with substantial
6. influence 583 16,44% 0 0,00% 227 7,05% 0 0,00% 0 0,00%
7. Other receivables 76 2,14% 37 1,23% 38 1,18% 41 0,89% 37 0,80%
Short-term
C.IV. financial assets 1079 30,42% 433 | 14,45% 699 21,70% 444 9,60% 631 | 13,70%
C.IV.1. Cash 123 3,47% 64 2,14% 230 7,14% 41 0,89% 26 0,56%
2. Bank accounts 956 26,95% 369 12,32% 469 14,56% 403 8,71% 605 | 13,14%
D. Other assets 107 3,02% 119 3,97% 77 2,39% 58 1,25% 57 1,24%
D.l. Accruals 107 3,02% 119 3,97% 77 2,39% 58 1,25% 57 1,24%
Deferred
D.I.1. expenses 107 3,02% 119 3,97% 77 2,39% 58 1,25% 57 1,24%
Balance sheet 2004 2004 2005 2005 2006 2006 2007 2007 2008 2008
TOTAL
LIABILITIES 3547 | 100,00% 2996 | 100,00% | 3221 | 100,00% | 4625| 100,00% | 4605 | 100,00%
A. Equity 1301 36,68% 1892| 63,15%| 1961 60,88% | 2964 64,09% | 1784| 38,74%
Registered
Al capital 120 3,38% 120 4,01% 120 3,73% 120 2,59% 120 2,61%
Registered
Al capital 120 3,38% 120 4,01% 120 3,73% 120 2,59% 120 2,61%
A.ll. Capital funds 0 0,00% 0 0,00% 0 0,00% 0 0,00% 0 0,00%
Reserve funds,
A.lll. statutory 98 2,76% 98 3,27% 97 3,01% 97 2,10% 97 2,11%
Legal reserve
AL, fund 90 2,54% 90 3,00% 90 2,79% 90 1,95% 90 1,95%
Statutory and
3. other funds 8 0,23% 8 0,27% 7 0,22% 7 0,15% 7 0,15%
Profit/loss
A.lV. previous year 2121 59,80% 2934 | 97,93% | 1491 46,29% 1970 42,59% | 2865| 62,21%
retained
earnings from
A.IV.1. previous years 2121 59,80% 1896 | 63,28% | 1687 52,38% 1774 38,36% | 2669 | 57,96%
Accumulated
losses from
2. previous years 0 0,00% 1038 34,65% -196 -6,09% 196 4,24% 196 4,26%
Profit/loss
AV. current year -1038 | -29,26% -1 260 | -42,06% 253 7,85% 777 16,80% | -1298 | -28,19%
B. Liabilities 1892 53,34% 862 | 28,77% | 1130 35,08% 1642 35,50% | 2821| 61,26%
B.l. Reserves 0 0,00% 0 0,00% 0 0,00% 0 0,00% 0 0,00%
Long-term
B.II. payables 0 0,00% 0 0,00% 0 0,00% 0 0,00% 0 0,00%
Short-term
B.III. payables 1849 52,13% 862 | 28,77%| 1130 35,08% 1642 35,50% | 1821| 39,54%
B.1II.1. Trade payables 1281 36,12% 459 15,32% 530 16,45% 918 19,85% 1324 | 28,75%
Payables from
partners,
2. cooperative 71 2,00% 72 2,40% 128 3,97% 59 1,28% 74 1,61%
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APENDIX P5: HORIZONTAL ANALYSIS OF INCOME STATEMENT

Income statement (in

thousands CZK) 2004 2005 2006 2007 2008 03/02 04/03 05/04 06/05
Revenues from
. sold goods 0 0 0 0 0 X X X X
Expenses on
A. sold goods 25 25 19 0 0 1,000 0,760 0,000 X
+ Sale margin -25 -25 -19 0 0 1,000 0,760 0,000 X
Il. Production 12573 14017 13293 | 11401 | 13584 1,115 0,948 0,858 1,191

Revenues from
own products and

1.1, services 12573 14017 13293 | 11401 | 13584 1,115 0,948 0,858 1,191
Production
B. consumption 10 388 9274 8 656 8 657 10 212 0,893 0,933 1,000 1,180
Consumption of
material and
B.1. energy 4 663 5 196 4 802 4172 4901 1,114 0,924 0,869 1,175
B.2. Services 5725 4078 3854 4485 5311 0,712 0,945 1,164 1,184
+ Added value 2160 4718 4618 2744 3372 2,184 0,979 0,594 1,229
Personnel
C. expenses 3397 3987 4341 4042 4163 1,174 1,089 0,931 1,030
Wages and
C.1. salaries 2414 2 852 3105 2880 2 944 1,181 1,089 0,928 1,022

Social security
expenses and

C.3. health insurance 824 983 1067 990 1021 1,193 1,085 0,928 1,031
Other social

C.4. expenses 159 152 169 172 198 0,956 1,112 1,018 1,151

D. Taxes and fees 8 9 11 21 10 1,125 1,222 1,909 0,476

Depreciation of
tangible and
E. intangible assets 19 37 38 81 126 1,947 1,027 2,132 1,556

Revenues from
disposals of
fixed assets and

IIl. materials 201 109 88 3210 48 0,542 0,807 36,477 0,015
Other operating

VL. revenues 157 121 96 255 173 0,771 0,793 2,656 0,678
Other operating

. expenses 99 84 131 333 265 0,848 1,560 2,542 0,796
Operating

* profit/loss -1023 831 281 1571 -823 -0,812 0,338 5,591 -0,524
Other financial

Q. expenses 15 21 15 15 29 1,400 0,714 1,000 1,933
Profit/loss from
financial

* operations -15 -21 -15 -15 -85 1,400 0,714 1,000 5,667
Operating
profit/loss from

** ordinary activity -1 038 810 236 1168 -908 -0,780 0,291 4,949 -0,777
Extraordinary

XVII. revenues 0 0 14 0 0 X X X X
Extraordinary

T. expenses 0 -21 -15 0 0 X 0,714 X X

Profit/loss from
extraordinary
* activity 0 21 29 0 0 X 1,381 X X

Profit/loss of
current period
*k (+/-) -1 038 831 265 1168 -908 -0,801 0,319 4,408 -0,777

Profit/loss before
tax (+/-) -1 038 831 295 1556 -908 -0,801 0,355 5,275 -0,584




APENDIX P6: VERTICAL ANALYSIS OF INCOME STATEMENT

Income statement (in thousands

CZK) 2004 2004 2005 2005 2006 2006 2007 2007 2008 2008
l. Revenues from sold goods 0 0,0% 0 0,0% 0 0,0% 0 0,0% 0 0,0%
A. Expenses on sold goods 25 0,2% 25 0,2% 19 0,1% 0 0,0% 0 0,0%
+ Sale margin -25 -0,2% -25 -0,2% -19 -0,1% 0 0,0% 0 0,0%
Il Production 12573 | 100,0% | 14017 | 100,0% | 13293 | 100,0% | 11401 | 100,0% | 13584 | 100,0%
Revenues from own products and
Il.L1. | services 12573 | 100,0% | 14017 | 100,0% | 13293 | 100,0% | 11401 | 100,0% | 13584 | 100,0%
B. Production consumption 10388 | 82,6% |[9274| 66,2% | 8656 | 651% 8 657 75,9% | 10212 | 752%
Consumption of material and
B.1. | energy 4 663 37,1% | 5196 | 37,1% | 4802 | 36,1% 4172 36,6% 4901 | 36,1%
B.2. Services 5725 455% [ 4078 | 29,1% | 3854 | 29,0% 4485 39,3% 5311 | 39,1%
+ Added value 2160 17,2% | 4718 33,7% 4618 | 34,7% 2744 24,1% 3372 | 24,8%
C. Personnel expenses 3397 27,0% | 3987 | 284% |4341 | 32,7% 4 042 35,5% 4163 | 30,6%
C.1. | Wages and salaries 2414 19,2% | 2852 | 20,3% | 3105 ]| 23,4% 2880 25,3% 2944 | 21,7%
C.2. | Remuneration of board members 0 0,0% 0 0,0% 0 0,0% 0 0,0% 0 0,0%
Social security expenses and
C.3. | health insurance 824 6,6% 983 7,0% 1067 | 8,0% 990 8,7% 1021 7,5%
C.4. | Other social expenses 159 1,3% 152 1,1% 169 1,3% 172 1,5% 198 1,5%
D. Taxes and fees 8 0,1% 9 0,1% 11 0,1% 21 0,2% 10 0,1%
Depreciation of tangible and
= intangible assets 19 0,2% 37 0,3% 38 0,3% 81 0,7% 126 0,9%
Revenues from disposals of fixed
Il assets and materials 201 1,6% 109 0,8% 88 0,7% 3210 28,2% 48 0,4%
Net book value of disposed fixed
F. assets and materials 18 0,1% 0 0,0% 0 0,0% 0 0,0% 6 0,0%
Change in operating reserves and
G. complex deferred costs 0 0,0% 0 0,0% 0 0,0% 0 0,0% 0 0,0%
VI. Other operating revenues 157 1,2% 121 0,9% 96 0,7% 255 2,2% 173 1,3%
. Other operating expenses 99 0,8% 84 0,6% 131 1,0% 333 2,9% 265 2,0%
* Operating profit/loss -1023 -8,1% 831 5,9% 281 2,1% 1571 13,8% -823 -6,1%
XIV. [ Interest revenues 0 0,0% 0,0% 0,0% 0 0,0% 0 0,0%
P. Interest expenses 0 0,0% 0,0% 0,0% 0 0,0% 56 0,4%
XV. | Other financial revenues 0 0,0% 0,0% 0,0% 0 0,0% 0 0,0%
Q. Other financial expenses 15 0,1% 21 0,1% 15 0,1% 15 0,1% 29 0,2%
Profit/loss from financial
* operations -15 -0,1% -21 -0,1% -15 -0,1% -15 -0,1% -85 -0,6%
S. Income tax on ordinary income 0,0% 0,0% 0,0% 388 3,4% 0,0%
S.1. Due tax 0,0% 0,0% 0,0% 388 3,4% 0,0%
S.2. Tax deferred 0 0,0% 0 0,0% 0 0,0% 0 0,0% 0 0,0%
Operating profit/loss from
** ordinary activity -1 038 -8,3% 810 5,8% 236 1,8% 1168 10,2% -908 -6,7%
XVII
Extraordinary revenues 0 0,0% 0 0,0% 14 0,1% 0 0,0% 0 0,0%
T. Extraordinary expenses 0 0,0% -21 -0,1% -15 -0,1% 0 0,0% 0 0,0%
u.1. Due tax 0 0,0% 0 0,0% 0 0,0% 0 0,0% 0 0,0%
u.2. Tax deferred 0 0,0% 0 0,0% 0 0,0% 0 0,0% 0 0,0%
Profit/loss from extraordinary
* activity 0 0,0% 21 0,1% 29 0,2% 0 0,0% 0 0,0%
*** | Profit/loss of current period (+/-) -1 038 -8,3% 831 5,9% 265 2,0% 1168 10,2% -908 -6,7%
Profit/loss before tax (+/-) -1 038 -8,3% 831 5,9% 295 2,2% 1556 13,6% -908 -6,7%




APENDIX P7: ESPRINT ZLIN

Esprint Zlin, Ltd

Source: Esprint





