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INTRODUCTION

The main aim of the bachelor thesis is the analykosts and yields of milk production
in the period 2003 — 2009 and the proposal of tlggtimization in the company
ZEAS Banov, Inc. The topic of my bachelor thesisswspecified by company's
management ZEAS Banov, Inc. Results of financialysis of company and analysis
of costs and yields of the centre of milk productiwill use for company's management
for next strategic decisions. The company is styofarused on milk production therefore
the choice of topic for my bachelor thesis was ntham evident. In view of the fact | have
been living in village since childhood and my grpackents used to work in agricultural
I know this topic. | am interested in the topic raitly because people are employed
by agriculture in the countryside but food is proed by agriculture too. The agriculture
has a great impact on the landscape sometimesivegat

The bachelor thesis is structured into chapters antchapters as the contents
and is divided into six parts. The first part itheoretical base which includes definitions
of basic concepts such as financial analysis asdypes, analysis of financial ratios,
Altman’'s model, balance sheet, profit and lossestant, cash flow statement, assets,
liabilities, costs, yields, economic result etceTecond part describes the characterization
of the company ZEAS Banov, Inc., e.g. company'scri@$on, object of business,
organizational structure, SWOT analysis. The tipiagt focuses on the financial analysis
of the company and it is the analysis of balaneegtanalysis of profit and loss statement,
analysis of financial ratios and Altman's modeleTiourth part deals with the analysis
of costs and yields of milk production in the compa&ZEAS Béanov, Inc in the period
2003 — 2009. | consider the important fifth pae, assess the impact of changes in market
prices of milk on the corporate economy and thethsipart — recommendations

on measures to reduce costs and increase yietdgkoiin the next period.

Just agriculture as an important sector of natioeabnomy is currently based
on the subsidy of the state. The state subsidzed prices through subsidies to farmers.
The Czech agriculture has been at a loss for long. tThe Czech Republic is not oriented
agrarian country only because a large proportionagficultural land is situated
in the foothills and mountainous areas. A quarfethe land is in protected areas of land

and water and agriculture are minimized by theestatd maintenance of this landscape
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supported by subsidies. If a farmer wants to bgouar business profitable, has to focus
on that area of agricultural production, for whishs the ideal conditions. He controls
agriculture and he is good in it. The negative iotpaf agriculture are moderated tough
regulations, decrees, laws. The farmer has ttdithill to receive subsidies and they were

not reduced.

There are situations in recent years that farmsatosell the part of their production,
because if you are encumbered with sales of cewatsiseed rape, it is not interest
of pork or beef. And just as farmers will not atlett plant due to bad weather, there is
the European overproduction and low prices of plamd animal commodities.
The conclusion is simple. Nobody cares the Czechicagural products today
and if the Czech farmers would stop to supply tipeaducts to stores and supermarkets

that the country which has a surplus always suppti¢he receipts.

The Agricultural Association of the Czech Repulsiad in the economic result of farmers
in 2009:"Last economic result of farmers under the Agriatdt Association of the Czech
Republic fell into the loss from two to three maiidl crowns."Chairman of the Agricultural
Association of the Czech Republic Miroslav Jirovskgcalled: "Decrease of sales
in agriculture was fell from this reason, decreasecounted for 20 milliard crowns.
The most, about half, it contributed to lower prafecorn, followed by decrease in milk
sales of six milliard crowns. As a result of depetent for the last year is a further
reduction of dairy cows for seven percent and thmiper of sows for another quarter.
About eight thousand employees less worked in @tuie than the year before last. Their
number fell to about 120 thousand. Agriculture esgpt more than half a million people
20 years ago. It continues increasing in the défexe between the average wage and wage

in agriculture, which is more than five thousandwns less.’T5]



1 THEORETICAL BASIS

This chapter includes definitions of basic concegpish as financial analysis and its types,
analysis of financial ratios, Altman's model, bakrsheet, profit and loss statement, cash
flow statement, assets, liabilities, costs, yie@sgnomic result etc.

1.1 Financial analysis

Economic theory offers a different assessment ddiness models based on verbal
evaluation (comparative analytical methods), ely.CH analysis or the financial terms
(statistical methods), e.g. pyramid decompositioaracteristics. [19, p. 1]

Classical financial analysis includes two intercected parts:

a) Qualitative, so-called fundamental analysis — based on knowledge
of the interrelationship between economic and mmwnRemic phenomena,
the experiences of experts and their subjectivenags.

It is the analysis of the impact:
* Internal and external economic environment of firm
» The current phase of the life of firm
» The nature of corporate objectives

b) Quantitatively, so-called technical analysis— using mathematical and statistical
and other methods for the quantitative treatmemcohomic data with the subsequent
economic assessment results.

It includes the following phases:
* Identify features and data sources
» Selection methods and basic data processing
* Advanced data processing
» Proposals to achieve the target state
According to the purpose and according to the @gathstinction is technical analysis:
» Absolute data (horizontal, vertical)

« Differential indicators (fund of funds)

9



* Ratios indicators (profitability, activity, debt @rfinancial structure, liquidity,
capital market operations, operating activitieshcéow)
» System indicators (ratios analysis, comparativdyaisamethods, mathematical

and statistical methods, a combination of meth{i%)p. 7 — 10]

The starting point for financial analysis are alwajnancial data, which are further
processed and supplemented by financial and namdial indicators to the final

assessment of their financial situation. [19, p. 1]

1.2 The subject, the role and objective of financial aalysis

The subject of financial analysis is the firm's financial stion. The financial situation
has a major influence on the corporate image wigmificant external and internal
relationships. External connection can be exprefsedteans of an enterprise presents
its financial situation around. It is that the fmt#al situation is the result which
the business reached in the individual areas @figctThe financial situation is reflected
in the quality of production, the level of commaicactivity and market knowledge,

innovative activity. [1, p. 10]

The role of financial analysis is to determine who and hovany actors involved
in shaping the financial situation. The financiatalysis focused on understanding
the factors involved in the company's financial uaiton, to detect strengths
and weaknesses. It becomes a useful and effeceamsithat allows to assess the financial
health of the company. [1, p. 10]

The objectiveof financial analysis:

« Assessment of the impact of internal and externsingss environment

* Analysis of current business development

» Comparison of analysis results in space

* Analysis of the relationships between indicatosgdmidal decomposition)
* Providing information for decision-making into theure

« Analysis of future development options and choodiregbest option

10



* Interpretation of results, including the proposats the financial planning

and management [19, p. 4]

1.3 Sources of information for financial analysis

Basic data are mostly drawn from financial stateisiewhich can be divided into two

parts:

a) Financial accounts statements
« They are external reports — provide informationtipalarly external users
« They give an overview of the status and structdir@seets, resources, coverage,
production and use of economic result and cash flow
« They are the basis of information for corporataficial analysis
o The company is obliged to publish at least oncea y
b) Internal financial statements
« They are not legally binding and presentation basethe internal needs of each
company
o These are statements that are drawing more freqaentand allow for more

detailed time series [16, p. 21]
For successful processing of financial analysisi@@rtant basic accounting statements:

balance sheet, profit and loss statement, the iocreand use of funds (cash flow

statement).

1.4 Horizontal and vertical analysis

Horizontal and vertical analysis looks at the depeient of a single variable (balance
sheet and income statement) at a time or in reladtboone variable (total assets, sales).
[10, p. 29]

11



141 Horizontal analysis

The horizontal analysis examines the developmeriixetl quantities of time in relation
to a previous accounting period. It is used whenwaeat to quantify the annual change.
In this case, we find the percentage by which tidividual balance sheet items have
changed from last year (i.e. index), possibly houcmthe individual items have changed
in absolute terms (i.e. the difference). [10, p-. 20]

Mathematical notation for indices:
— Bi(t)_ Bi(t_l) _ Bi(t) -1

B, (t) _

R e I I

Where: B (t) - value balance iteinat the timet [10, p. 10]

Mathematical notation for differential:
Dt/t—l = Bi (t) - Bi (t _1)

Where: D,,., —is achange from previous year

t —time
B, — value balance item[10, p. 11]
1.4.2 Vertical analysis

Vertical analysis follows the structure of the fiicéal statement relative to some variable
(e.g. total assets). The balance amount can bersindd as the sum of all items or even

different sub-items you want to analyze (e.g. auressets, foreign sources). [10, p. 13]

P = Bi

)
P

Where: — is a relationship

o8]

— the size of balance sheet item

B, - total value of the items within a whole [10,13]

12



1.5 Analysis of financial ratios

Ratio analysis compares items with each other. d@hares ratio analysis is summarized

in several groups of indicators, so-called theesysof indicators. [10, p. 29]

Financial ratios allow to obtain quick informatidhe basic financial characteristics
of the business. They can build a mutual fund, tvhiives the ratio of the whole
and the whole (e.g. the proportion of equity t@kaipital) or as a relationship which give
the ratio of independent variables (e.g. ratiorofipto total assets). [19, p. 55]

In the analysis of financial ratios to meet thefipro

* EBIT - earnings before interest and taxes on incomepiofit roughly equivalent
to operating profit

« EBT - earnings before taxes, i.e. operating earningsredsed or increased
financial and extraordinary economic result

 EAT - earnings after taxes (net earnings), i.e. easnafter tax or earnings after

tax increased by the cost, resp. taxation of istdf®, p. 56]

151 Indicators of profitability

Indicator of profitability (profitability ratios) feturn, profitability: They find to the effect
achieved by the embedded capital. [10, p. 29] Measthe earnings achieved

by the amount of business with the resources usadtieve it. [19, p. 56]

Indicator of profitability of capital (a measure of profitability) -ROI (return
on investment): It expresses the performance of tbtal operating capital into
an enterprise regardless of source of funding. )196]

ol = earnings
total capital

Where: earnings - can be earnings EBIT, EBT, EAT [19, p. 56]
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Indicator of return on invested assetqrate of return on assets, return on asseBPA
(return on assets): It measures earnings with &ssets invested in the business regardless
of the sources of financing (own, foreign, shortxtelong-term). [19, p. 57]

earnings
asset

ROA=

Where: earnings - can be earnings EBIT, EAT [19, p. 57]

Indicator of return on equity (return on equity, recovery on equity) ROE (return
on common equity): Owners (shareholders, partneds ather investors) they find that
their capital gives a sufficient income, whetheisiused with an intensity corresponding
to the size of their investment risk. [19, p. 57]
earnings

equity
Where: earnings - can be earnings EBIT, EAT [19, p. 57]

ROE=

Return on equity increased so-calleVverage effect whose essence is to find how
to change the return on equity, a change in théatagiructure. It tells us that the return

on total capital and there is an effect of finahtgaerage. l.e., if the debt interest rate
is lower than return on assets, return on equityeiases in inflows of foreign capital,

i.e. a positive leverage effect. If the return osseds is lower than the interest rate
of foreign capital, decreases with increasing dedttirn on equity, i.e. a negative leverage
effect. [16, p. 54 — 55]

assets
equity

Financial leverage=

Indicator of long-term resources (long-term return on invested capitalROCE (return
on capital employed): It expresses the effectiveredsthe company and used for spatial
comparison of firms, particularly for evaluation mibnopolistic public utility companies.
[19, p. 58]

earnings
longtermliabilitie s + equity

ROCE=

Where: earnings - is earnings EAT [19, p. 58]

14



Indicator of return on sales (profit margin) —ROS (return on sales): It characterizes
earnings market valuation relative to company perémce over time. [19, p. 59]
earnings
sale:
Where: earnings - can be earnings EBIT, EBT, EAT [19, p. 59]

ROS=

1.5.2 Indicators of activity

Indicators of activity — asset management: It messithow effectively the company
manages its assets. If there are more, it create@cessary costs and the low profit.
If a shortage, it has to give up many business dppibies and losing yields that could
be obtained. [19, p. 60]

Total assets turnover — capital: It provides information performanceg thrm uses
the assets in order to achieve sales. The smhaédydtter. [19, p. 61]

assets

Total assetsurnover= ——M——
annualsales

Total assets turnover ratia It indicates how to turn the assets over a giwee interval

(year). [19, p. 61]

annual sales
asset

Total assetsurnover ratio =

Inventory turnover ratio : It indicates how in the course of each item smchpany stock
and then stored. [19, p. 61 — 62]

annual sales
stock:

Inventoryturnover ratio =
Stock turnover ratio (inventory turnover): It indicates the average nemlbf days
on which stocks are bound in the business untif tsmsumption or sale. [19, p. 62]

averagestocks
daily consumptia

Stockturnoverratio = (360

15



Receivables (collection) turnover timeg(average collection period, debtor days ratio) —
the average maturity of debt: It is used in thelwat#on of account 311 — Trade

receivables, resulting in a number of days duririgcty the collection of money on sales
of receivables retained. [19, p. 63]

Debtor daysratio = tradereceivable 360

daily salesinvoice

Turnover period (payment) of liabilities (payables turnover ratio) — the average time
delay of payments, the operating hours of credlits lused in the evaluation of account
321 — Suppliers and it indicates how long the camypdelays the payment of invoices

to their suppliers. [19, p. 63]

Payabledurnoverratio = payabledo suppliers [B60

daily salesinvoice

15.3 Indicators of debt

Indicators of debt (debt management) — financigdetelence, the structure of resources:
They give the relationship between debt and eqaiyrces of corporate financing,

measured by the extent to which the firm uses narfte debt (debt of the company).
[19, p. 63]

Total debt (debt ratio) - the coefficient of stress, debassets, the creditors' risk indicator:
It informs about the financial structure of the qmany (the composition of capital).
The higher is the value of this indicator, the leigls the risk of creditors. [19, p. 63 — 64]

foreigncapital
total assets

Debtratio =

Equity quota (equity ratio) — availability of equity, financialindependence:
It is an additional indicator of the overall delidicators. It expresses the company
financial independence. The sum of the two indslesuld be approximately equal to 1.
[19, p. 64]

equity

Equity ratio = —————
total assets

16



Coefficient ratio (debt to equity ratio) — the debt ratio: It has #ame explanatory power
as the total debt. It grows with the increasing tdels the financial structure
of the company. If the company uses lease finandinghould be attributed to foreign
capital. [19, p. 64]

foreigncapital

Debtto equityratio = -
equity

Interest coverage Tells you how many time is earnings before inderpaid higher
and it shows how big the safety margin for the &ndf equal to 1, it means that

the payment of interest is the need for profit., [1964]

EBIT
Interestcoverage= -
interes
154 Indicators of liquidity

Indicators of liquidity (liquidity ratios) characige the firm's ability to meet
its obligations. It builds on the debt ratios. dtmeasured what it can pay what is due.
Disadvantage of indicators is that the value ofility’ under the financial balance
(impeller) of assets, but it depends largely onteiticash flow. [19, p. 66]

Current liquidity (current ratio) — total liquidity, mobility, goingate: It indicates
the number of times current assets cover short-teiities. It is a measure of future
solvency of the company. Just when its value iatgrehan 1,5, max 3,5. [19, p. 66]

currentassets
shorttermliabilities

Currentratio =

Quick liquidity (quick ratio, acid test) — a quick test: To maimtdhe Company's liquidity
would not have this indicator fall below 1, the iopim is 2. Low value indicates excess

inventory. [19, p. 67]

! Liquidity is potentially the sum of all cash whithe firm has available to pay its maturing obligas.
There is a mutual cross liquidity and solvency.vBoty is the readiness of the company to pay ikgsde
when they fall due has occurred and is one of &siclconditions of existence company. [19, p. 66]

17



A high value is advantageous for the creditors, It good for shareholders
and management. [16, p. 50]

current assets- stocks

Quick ratio = ——
shorttermliabilitie s

Immediate liquidity (cash ratio): It measures the firm's ability toygast debts paid.
Liquidity is ensured for at least indicators of theue of 0,2. [19, p. 67]

. cash+ equivalens
Cashratio =- _ —
immediatey payableliabilitie s

155 Indicators of market value

Indicators of market value (market value ratioghdicators of stock market: They work
with market values and reflect the evaluation ahpanies with stock market indicators.

They are important for investors in terms of evehgareturn on invested funds. [16, p. 61]

Book value per share Reflects the performance of the company has edpir
This indicator should over time show an upwarddrda6, p. 61]

equity

Book value per share= _
number of ordinary shares

Earnings per share(EPS): It informs shareholders about the sizeaofiegs per ordinary
share. This indicator does not allow to determime $pecific amount of the dividend.
[16, p. 61]

netearnings
numberof ordinary shares

Earnigs per share=

Dividend vyield: It returns the value of invested funds, since thain motivation
for investors is the increasing income from dividen16, p. 62]

dividend per share
share price

Dividend vyield =
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Dividend cover. It tells us how many times the dividend is cogeby the profit which
it falls. It tells the pace of business growth.,[h662]

netearningsper share
total annualdividend

Dividend cover =

The ratio of share price to earnings per share — B/ (price earnings ratio): This shows
how much investors are willing to pay for a crowh reported earnings per share.
[19, p. 70]

shareprice
netearningsper share

P/E=

The ratio of share price to its book value — M/B(market to book ratio): If the pointer
is greater than 1 means that the company has @rhighrket value than to put his past
and present shareholders, and therefore investal$ studied. Value of less than

1 reaching companies with a low rate of return ssess. [19, p. 70]

M /B = share price
book value per share
1.5.6 Indicators with using cash flow

Analysis of cash flow shows phenomena which in@igetyment problems. They see what

the outcome is heading the company's financiahsdn. [16, p. 63]

The basic equation for calculating cash flown the form of internal financial potential is:

Cash flow = earnings+ depreciaton £ changein longtermreserves

[16, p. 63]

Turnover profitability : It indicates the efficiency of the financial hold company.

cash flow from operatingactivities

Turnover profitability = "
urnove|

Where: turnover - represents income from ordinary business a@w/itl6, p. 63]
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The degree of debt relief This is the ratio between foreign capital and timancing
capacity of the company balance obligations inclrom its own financial strength.
[16, p. 63]

cash flow from operating activities
foreign capital

Thedegreeof debtrelief =

The degree of self-financing investmentslit characterizes the level of financial
investment from the coverage of its internal finahcesources. [16, p. 64]

cash flow from operating activities
investmer

Thedegreeof selffinandng investmerd =

The financial viability of the financial fund: It expresses the firm's capability
to reproduce the degree of internal financial reses, the value of the fund.

cash flow from operatingactivities
financial fund

The financial viability of the financial fund =

Where: financial fund —is the net working capital, which may increase

in the reference period and due to external firarflows [16, p. 64]

1.6 Credibility and bankruptcy models

They are purpose-built systems of indicators (me)d&d be produced in order to assess

their financial situation and its prediction. [9,105]

Credibility models — point evaluation they down dikslity and trying to include
it in financial terms when compared to the compamyg. Systems analysis of balance
according to Rudolf Doucha, Tamariho model, KraicQuicktest, Modified Quicktest.
[16, p. 71]

Bankruptcy models — they answer to the questiontivdrethe company goes bankrupt

within a specified period, e.g. the Altman's Z-sofaffler's model, the model of "IN"
trust index. [16, p. 71]
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1.6.1 Altman's model

Altman's model (or Altman index of financial healtth firm or Z-score) is bankruptcy
model. It expresses the company's financial sinaéind the additional factor of financial

analysis firm. It is used to detect excessive ¢nesk. [19, p. 110]

Z-score for firms with publicly traded shares:
Z=12A+14B+33C+06D+10E
Where: A — net working capital / total assets
B — retained profit / total assets
C — profit before tax and interest / total assets
D — market value of equity / accounts value of totiht

E — total turnover / total assets [19, p. 110]

Interpretation of results:
e The index value is greater than 2,99 — the compariylancial situation
is satisfactory (so-called zone of prosperity)
e The index value is from 1,81 to 2,99 — the compeeany be described as successful,
but not as the company with problems (so-calleg gome)
 The index value is below 1,81 — the company hasifitggnt financial problems
with the possibility of bankruptcy (so-called zasfebankruptcy) [19, p. 110]

Z-score for other firms:
Z=0717A+ 0847B + 3107C + 0420D + 0998 E
Where: A - net working capital / total assets
B — retained profit / total assets
C — profit before tax and interest / total assets
D — equity in accounts value / total debt
E — total turnover / total assets [19, p. 110]

Interpretation of results:

e The index value is greater than 2,9 — the compariiylancial situation

is satisfactory (so-called zone of prosperity)
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e The index value is from 1,2 to 2,9 — the company lba described as successful,
but not as the company with problems (so-calleg gome)
* The index value is below 1,2 — the company hasfsignt financial problems with

the possibility of bankruptcy (so-called zone ohkauptcy) [19, p. 110]

1.7 Balance sheet

Balance sheet (balance) is an accounting statemhantreflects the state of tangible
and intangible assets (assets) and sources ofnfgir{labilities) is always a certain date.
Party assets must always equal the liabilities.dllgwrawn on the last day of every year.
Presents an overview of business assets in a dtatit (at the time of the financial

statements). [16, p. 22] Contains a so-called lalasheet accounts, i.e. accounts
beginning with number 1 to 7, outside of the acésureginning with number 5 and 6
(these accounts contain profit and loss statemeB#lance sheet makes possible

to calculate the economic result (profit or 10§39, p. 57 — 58]

According to the time point at which the balanceetlcomposes, we recognize:

a) Opening balance sheet drawn up in the development of enterprise

b) Initial balance sheet— drawn to the beginning of the year

c) Final balance sheet- drawn to the end of the reporting period and tdrenination
[11, p. 20]

The balance sheet follows:

« Status and development assets

* The structure of assets, its development and adgaqfdhe size of each items

e The structure of liabilities, its development widm emphasis on equity ratio,
banking and suppliers' credits

» Relationships between the components of assetfianlities, i.e. the size of fixed
assets and long-term liabilities, the size of fixassets and equity, the size
of current assets and short-term foreign liabdgitiBnancial assets and short-term

assets to short-term liabilities [16, p. 23]
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The balance principle in the balance sheet show/éollowing relations:

* Assets = Liabilities
* Assets = Equity + Foreign source (liabilities)

* Assets — Foreign source (liabilities) = Equity p3.24]

1.7.1 Assets

The assets include ownership structure of entegrighis is the total amount of economic
resources (i.e. business assets, capital, castama, bank accounts), which has business

in a particular point in time. [16, p. 24]

Assets in the balance sheet determined by the ithdiV asset liquidity. The individual
items are recorded at the end of the current siuareporting) accounting period
and condition at the end of the last reportingquir[12, p. 360]

Basic breakdown of assets (according to liquidity):

a) Fixed assets- time of conversion to finished devices is lontfemn 1 year; consumed
at once, but gradually. Breakdown:
* Intangible assets (long-term intangible property)
e Tangible assets (tangible assets)
* Financial investment (long-term nature of propevich are taken to obtain
adequate long-term returns)

b) Current assets— cash and material items of property (raw malgrfanished products
and semi-finished products), which is expecteda@dnverted into cash within 1 year;
structure usually consists of stocks, long-term simokrt-term receivables and financial
property

c) Other assets— account the balance of accruals deferred expefesg. prepaid rent)
and accrued income (e.g. work done and still nobawted for, an active exchange rate
differences) [16, p. 24 — 25]
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1.7.2 Liabilities

Liabilities represent a source of finance compatgre we evaluate the financial structure
of firm under analysis, i.e. the company's capstalicture, which is funded from property

company. [16, p. 26]

Liabilities in the balance sheet divided by origifh their own resources and foreign.
The liability is recorded for the current financituation and the status of the previous

financial year. [12, p. 361]

Breakdown of liabilities (in terms of ownershipsiurces of funding):

a) Equity — it is the sum of several items, one of the itemscore capital, which
represents the sum of cash and in kind to the bblters of the company, created
by the Commercial Code and the amount is enterdaeiiCommercial Register

b) Foreign capital — it is the company's debt, which must be in défé long-term paid.
Ingredients:

* Reserves (statutory and others)

e Long-term liabilities (maturities longer than lowgear and a deferred tax
liability)

* Short-term liabilities

* Bank loans and overdrafts

c) Other liabilities — from an analytical point of view have not of dgréaportance,
because they are very small in absolute terms thares of total liabilities
[16, p. 26 — 27]

1.8 Profit and loss statement

Profit and loss statement, or income statemerd, wgitten statement that contains an all
costs accounts (start number 5) and all other yiatdounts (start number 6).
The difference shows the so-called economic r€saltprofit or loss), which always refers

to a specific time interval. [39, p. 46]
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It captures the movement of yields and costs, he& free movement of income
and expenditure. It includes flows that are baseé @umulative basis and their changes
over time may not be uniform. Information from thwofit and loss statement

is an important basis for the evaluation of corpomofitability. [16, p. 31 — 32]

1.8.1 Costs

Cost is the monetary expression of power factorténedl), services and works for a given
monitored period. It expresses the value that we tbasacrifice to achieve yields. Costs
link with the entrances to the business and redlieesalue of the assets of the business.
[13, p. 170]

Costs are recognized in the accounting period ticlwthe economic (time and material)
related. They shall be charged on the debit sidéhe g accounting class, which is used

to capture material consumption and foreign intetiems in monetary terms. [3, p. 91]
As a result of consumption is:

a) The loss of assets assets of the entity, which can be further d@ididnto one-time
consumption (e.g. delivered and consumed in theymtion of materials) or gradual
(e.g. wear and tear of machinery, which reflecésdbst through depreciation)

b) The increase in liabilities— debts of the entity as a result of consumption:

* Purchased services (e.g. electricity, rent, clegnin

* Working personnel (e.g. wages of employees) [13,70]

The costs accounting is necessary to evaluate uhmoge for which they were incurred.
Establishment costs should be accompanied by arease in yields. The cost is
recognized when it is on the other hand, the cpmeding yield loss. Arise, but also
the costs that do not have adequate income, eng. ikerest and administration. These
costs allocated to the period when incurred. Sitasts must be distinguished expénse
[13, p. 170 - 171]

2 Expense is decreases of property which does rat &ffect in costs of the accounting period.
It is the accounts operation which represents tisé dlow (loss of cash). [13, p. 171]
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Aspects of the costs breakdown:

a) The cost of species had been consumed (as the initial costs — eafjern

b) Specific allocation of costs- for what purpose the costs incurred

c) According to internal departments and under — where the costs were incurred
and who is responsible for the emergence of castsy. 171]

The basic breakdown of costs:

a) Calculation — used in pricing products, respectively. for imvuag
« Direct costs — the amount is directly identifiatdendividual products
e Indirect costs — overheads — are not identifiablendividual products, they
calculates percentages for individual products
b) Species— the amount and structure is depends on the dubjethe entity (material
consumption, depreciation, wage costs, financiats)o
* External X internal
*  Primary X  secondary
e Simple X complex
c) Purpose
* Interms of what was spent (e.g. entertainmentsgost
« The place of origin and the responsibility — i.eccarding to internal
departments
* The performance — i.e. costing breakdown of prinzarg secondary
d) Depending on the volume of production
* Fixed costs — the amount independents on the vohinpeoduction (e.g. rent,
depreciation); the company must spend at each (e&e) production volume;
are associated with risk, because it means the aoynmpust first collect
and spend a while there is still a risk that theilesses not come
* Variable costs — the amount varies according tfopmance (e.g. consumption
of materials, wages of production workers) may viamgarly or nonlinearly,

progressive or degressive
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e) Income tax perspective
e Tax — have an impact on the accounting economicltreand tax base
(e.g. consumption of materials, wage costs)
* Non-tax — affecting only economic result (e.g. etaiement costs, gifts)
[13, p. 172]

1.8.2 Yields

Yield is the monetary expression of the resultsiag from the activity the company —
an economic benefit. The main part of yields atessdhey generated by the sale of goods,
services or products. Linked with those from thesibess. Part of yields is so-called
activation and change in stocks created by theivities. This is a special item of yields,
which serves as a clearing account. Yields arauded in the reporting period, which are
temporally and factually, i.e. irrespective of thete of their collection. Therefore we have
to distinguish between yield from incofnl3, p. 172 — 173]

Yield arises:

a) Increase in assets- property of the entity (e.g. sales of goodsyises)

b) Reducing liabilities — only when the lender waives the right to paytd&8, p. 172]
Yields are recognized incremental basis since #wnning of the reporting period. They
shall be charged on the credit side, in tﬂbaﬁcounting class, which made a monetary
equivalent of the entity performance. [3, p. 105]

1.8.3 Classification of costs and yields of accounting gups

To determine the outcome of the management of ergtsyields broken down by activity

in three areas:

% Income is increase of property (cash increaseywtioes not take effect in yields of the accoungiagod.
[13, p. 173]
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a) Operating costs and yields— including routine accounting transactions ralate
to the periodic main business activities

b) Financial costs and yields- associated with financial transactions (e.gergdt rate
and foreign exchange operations, the costs asedaidth the use of bank accounts)

c) Extraordinary costs and yields — capturing the costs and yields from special,
incidental or unusual events (e.g. damage to ptgpesused by natural disaster,
l.e. costs; received compensation for damages dalbge natural disaster from

insurance companies, i.e. yields) [13, p. 173]

. Result accounts
Activity
COSTS YIELDS
50 Consumed purchases 60 Sales for own activities and goods
51 Services 61 Changes of state stocks own activities
52 Personnel costs 62 Activation
Operating 53 Taxes and fges . .
54 Other operating costs 64 Other operating yields
55 Depreciation, reserves, complex
costs next periods and adjustments
of operating costs
56 Financial costs 66 Financial yields
Financial 57 Reserves and adjustments
of the financial costs
Extraordinary | 58 Extraordinary costs 68 Extraordinary yields

Table no. 1: The basic structure of costs and giefcdaccounting groups
Source: [13, p. 173]

1.8.4 Economic result

Economic result is important information for assegshe company's financial situation,
an inventory of assets, liabilities and debts, ¢hsts and yields. Accounting economic
result is the basis for determining income tax.,[p3 178] The structure and content
of the economic result relates to the profit andslstatement and is influenced by

individual items of this statement. [16, p. 32]

Economic result in the accounts we find by subingctcosts from yields. The same

economic result must be recognized in the balaheetsaand income statement. [3, p. 26]
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Economic result may be:

» Positive —profit — yields are greater than costs (assets > liggsi)it
* Negative Hoss- yields are less than costs (assets < liabi)ities

e Zero - yields equal costs (assets = liabilities) [131 18]

Breakdown of economic result:

a) Operating economics result(comparing the account groups 50 — 55 and 60 — 64)
— is important because it reflects the ability bé tcompany from its core business
of making a positive economic result. It considts o
* Result from the sale of goods (trade margin)
* Result from sale of fixed assets and material
* Result from other operating activity
b) Financial economic result(comparing the account groups 56 — 57 and 66)
c) Extraordinary economic result (comparing the account groups 58 and 68)
d) Economic result on ordinary activity
e) Economic result for the period

f) Economic result before taxe$16, p. 32]

The sum of operating and financial economic rewdt get profit (loss) from ordinary
activities. Extraordinary economic result is profibss) from extraordinary activities.
[13, p. 178]

1.9 Statement on the creation and use money

Statement on the creation and use money, or stateofiecash flow (CF) is a financial
statement that compares the balance by making e®dtmd$ (incomes) with their use
(expenses) for a given period and provides infoisnatabout cash flows during

the accounting period. Used to assess the truendiak situation. The advantage

* Funds = cash, including valuables, including moimethe account of any outward current accountrimda
and cash in transit. [16, p. 34]

® Cash flows = growths (incomes) and decreases (egsé funds and cash equivalents.

Cash equivalent = short-term liquid assets, whicpdssible with low additional transaction costedavert
in a known amount of money. [16, p. 34]
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of compiling the statement of cash flow is not eféel by the depreciation of assets,
because the use of uniform and accelerated depogcientity recognizes the same cash
flows, economic result can be different. Anothevattage is that this statement affects

the costs and yields, but does not affect cashsfi¢¥6, p. 34]

Statement of CF can be divided into three parts:

a) Operating activity — can help to determine to what extent economisulte
from ordinary activity to actually earns money arfmw money influenced
the production of changes in working capital asccimponents

b) Investment activity — not only shows the expenses related to acauisiof fixed
assets and structure of expense, but also theteoft@mcome from sale of investment
property

c) Financial activity — here we evaluate external financing, especlaltg-term capital
movements (repayment and further of loans, casksflassociated with the movement
of equity) [16, p. 34 — 35]

Form of a statement (in terms of phenomenal):

a) Balance sheet form- includes the creation funds and their use

b) Bar (retrograde) concept[16, p. 36]

Cash flow is quantified in two methods:

a) Directly — through monitoring incomes and expenses of comfa the period

b) Indirectly — through the transformation of profit into catdwis [16, p. 36]
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1.10 Relation between different components of financiadtatements

Cash flow Balance shee Profit and loss
Starting Equity
cash
Foreign Costs
Expenses Property sources
Yields
Income
Closing | | Money Earnings |, .| Earnings
cash bl bl

Scheme no. 1: Relation between different comporaffisancial statements
Source: [1, p. 44]

The above scheme can be seen that the axis dfiee balance sheet accounts is balance
and other balances are derived.

Within these statements underway these basic typesonomic transactions:

a) Transactions financially effective— they do not affect earnings, they affect funds
(they are part of cash flow statement and asset sfdbalance sheet, are not part
of profit and loss statement)

b) Transactions profitably effective — they do not affect funds (they are part of cash
flow statement and profit and loss statement)

c) Transactions profitably and financially effective — they do not affect earnings

nor funds (they underway through all three states)dt, p. 44]
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2 THE CHARACTERIZATION OF THE COMPANY
ZEAS BANOV, INC.

In this chapter is described the characterizatibrthe company ZEAS Béanov, Inc.,
e.g. company's description, object of busines$itsi’y bodies of company, organizational
structure, human resources, production progranowipany, SWOT analysis.

2.1 Description of company

ZEAS Banov, Inc. is a limited company registered ttre Commercial Register
at the Regional Court in Brno, Section B, Entry 762identification number
(IN) 60755253. It was established on™June 1995. It is registered with the Tax Office
Uhersky Brod under tax identification number (TI8X60755253. Place of the company
is Banov 676, zip code 687 54. Share capital tepamy amount to 164.879.000 CZK,

the number of shares — 16.038 pieces. [8]

Currently shares are dispersed among small shakeisoljoint-stock company records
1.146 shareholders. As a significant owner is themmany LUKROM, Ltd.,
Lipa 81, zip code 763 11, IN 18188281, which hadproximately 47,68 % shares. Board
chairman Ing. Zdetk Cervenka owns approximately 9,78 % of the shares.cimpany's

shares are not marketable.

The company focuses mainly on livestock productiime main program of the company
is milk production. [23]

2.2 Object of business

Object of business of company ZEAS Béanov, Inc. is:

* Purchase goods for resale and sales
* Repair for road vehicles
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e Haulage

* Purchase, sale and storage of fuels and lubricantduding import except
the exclusive purchase, sale and storage of fueldubricants in consumer packs
in 50 kg per package — wholesale

e Agricultural production

e Preparatory work for construction

* Lease and rental of movables

« Treat with wastes (excluding hazardous)

* Real estate activities

* Provision of technical services

e Companies providing security of persons and prgpert

e Warehousing and cargo handling

* Technical activities in transport [8]
2.3 Statutory bodies of company
The board consists of the following persons:

* Ing. Zdertk Cervenka — board chairman

* Ing. Jana Vykoukalova — board vice-chairman

* Ing. Miloslav Hauerland, CSc. — board member [8]
The supervisory board consists of the followingspes:

» Ing. Josef 8stek — chairman of the supervisory board

 Ing. Ludmila Spakova — member of the supervisory board

e Ing. Ladislav Kozubik — member of the supervisoogatul [8]
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2.4 Organizational structure of company

DIRECTOR
OF COMPANY
ADMINISTRATIVE ANIMAL PLANT RENTS
CENTRE PRODUCTION PRODUCTION CENTRE

Scheme no. 2: Organizational structure of compa®iZ Banov, Inc.
Source: own

Director of company:

* Managed by ZEAS Banov, Inc.
« Director is empowered to manage the company, imetudigning privileges
and he manages each centre, centres are manadeddeys outside rents centre,

which director of company manages directly

Administrative centre:

* Includes all administrative costs of a businesss ithe only resort that does not
make profit and the costs of the centre coverseghtal centre

* The employees are a director, an administrativistass, a technician

Animal production:

e Specializes in breeding of dairy cows and milk prctcbn

* The farm Banov is housed 290 — 300 dairy cows tylaek-skewbald holsteins,
dairy heifers in the amount necessary to maintailosed herd and calves

e The employees are an animal technician, milkmaalsyatchman of animals,

a feeder, a machine operator UNC

Plant production:

* The employees are 4 employees and a techniciansatheir leader
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Rents centre:
e This resort is managed directly by a director ahpany
* Covers costs of administrative centre

* The employees are a watchman, a cleaner and akaret

2.5 Human resources of company

The company employs approximately 25 employees.dgars have a university degree,
or secondary with A levels. Trades are more tha®®G@mployees are from other fields.
40 % of the people are under the age of 40.

Staff training is implemented through the trainpign for each profession.

The company has developed procedures HAACTRis legislation calls on the one hand,
while the company analyzes these practices to gy Yavourable for monitoring

the quality of the milk production workflow.

2.6 Production program of company

The main production program is the agricultural duction, animal production more
precisely. Plant production is represented to tkterg necessary for the production
of plant feed. Animal production is representedZBAS Banov, Inc. of dairy cows
breeding, Holstein breed black. Another type ofnaals company does not. The output
of breeding dairy cows is not only milk sales, blgo calves sales and bulls's sales. They
do not remain in the company, the company soldesalaged 20 — 40 days to other
companies that are engaged in fattening. Most baiés sold abroad, where they are
fattened to slaughter weight. Previously ZEAS Bandw. did fattening, but this
loss-making business was completed in 2001. Milkdpction is situated in the village

Banov. Here is centralized animal production, thare bred each category, from born

® HAACCP system (Hazard Analysis and Critical CohtRmints) is an international standard defining
the requirements for food safety management sydtdmelps organizations to focus on risks that@ffeod
safety and hygiene and systematic identificatiettirsy values and the introduction of critical aohlimits

at critical control points during the manufacturipmgcess in the food industry.
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calves to cows with their own milk production. Téds situated the bulk of feed, plant

feed and minerals, including straw. In the vill&geché Loz is a centre of plant production,
workshop, garage and hayloft to store hay for ahitmaSucha Loz is a small workshop

to carry out minor repairs, garages and shedsdomamodate mechanical equipment. Plant
production is in area necessary for the productibiplant feed for animals on a farm

in Banov. Another plant production ZEAS Banov, Idoes not.

ZEAS Banov, Inc. does not use for own operationsentban half of all objects and lets
other companies. They are residential and manufagtareas and unused realities, yard,
storage facilities and others.

2.7 SWOT analysis

SWOT analysis is part of the strategic (long terpdnning. Includes the analysis
and evaluation of the current state of the compartgrnal environment) and the current
situation surrounding the company (external envirent). The internal environment looks
for and assesses the Strengths and Weaknessempémp. In the external environment
the company looks for and evaluates Opportunitiad dhreats for the company.
With it we can comprehensively evaluate the fumitig of the company, find problems
and new opportunities for growth. [22]

2.7.1 The basic framework of SWOT analysis

The implementation of SWOT analysis is important&ermine what results will be use.
SWOT analysis can be used for one or more purp&asdardly SWOT analysis serves
as a basis for generating alternative strategiéis wging SWOT matrix. It may serve also
as a basis for defining the vision, for the forntigla of strategic objectives and for identify
critical areas. [6, p. 296 — 297]
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Internal analysis

«

Strategic

initial state
of the
organization

analysis of the
External analysis

v v v v
Strengths Weaknesses Opportunities Threats
| | [ |
v

SWOT | Generation
matrix "| of STRATEGY OPTIONS

Possibility of usinga matriy a<:

Posibility of usinga matri» for:

v

v

Basis for defining
the organization's
VISION

Basis for defining
STRATEGIC
OBJECTIVES

Scheme no. 3: The basic framework of SWOT analysis

Source: [6, p. 297]

v

Identification
of CRITICAL AREAS
of the organization

2.7.2 Methodology of implementation of SWOT analysis

1. The preparing for the SWOT analysis

a) Clear definition of the purpose for which the SWQ@halysis is carried out,

i.e. the establishment of strategies on which tteeybe set further goals

b) The defining the areas to be analyzed, i.e. thésidiv organization in the areas

which are then analyzed separately, e.g. by funaticareas, process areas

or by McKinsey, the so-called model 7 S

c) The creating analytical teams for the identificatamd evaluation of factors

d) The unification of the methodology of work and mation of team members,
i.e. that all members of the analytical team mugtea on the procedure

and the respect, the main motivation of team mesmisethat their work will not be

wasted

"The Model 7 S: The name is derived from factordiasussed in the analysis of the company, i.at&y,

Structure, System of management, Style of manage@aff, Skill, Shared values. [6, p. 301]
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2. The identification and assessment of strengths angleaknesses in the international
environment

a) The identification of strengths and weaknesses, eogtent analysis of input
documents (studies, annual reports, evaluationrtgpanalysis and prognosis),
followed by brainstorming, sessions, facilitatedadissions etc.

b) The assessment of strengths and weaknesses, ie. etablishment
of the importance of strengths and weaknessesrist®f impact on the region
analyzed (e.g. using pair-wise comparison methodtha allocation method
of 100 points)

3. The identification and the assessment of threats d&n opportunities from
the external environment

a) The identification of threats and opportunitieg). &ontent analysis of input data,
followed by brainstorming, sessions, facilitatedadissions etc.

b) The assessment of threats, i.e. determining therisgwf the impact of these
threats on the analyzed region and their probgwfitoccurrence

c) The assessment of opportunities, i.e. determinnegimpact of the attractiveness
of opportunities in the external environment on #realyzed region and their
probability of occurrence

4. The creating of SWOT matrix

a) The noting the factors of strategic significance, the selection of factors, which
are alternative strategies generated

b) The generating of alternative of strategies, i.@migining the strengths
and weaknesses of the identified threats and oppitigs

WO strategies — search (use of opportunities tocovee weaknesses)

e SO strategies — use (use strengths to assess wpfied)

* WT strategies — avoidance (to overcome weaknesgkawid threats)

e ST strategies - confrontation (use strengths to idavthreats)
[6, p. 300 — 320]

38



2.7.3 SWOT analysis of company
Internal environment
STRENGTHS WEAKNESSES
Commercial herd High dependency
of dairy cows has on the weather
a very good genetic Agricultural
base with the potential machinery is worn out
SWOT of high performance and is updated more
matrix and milk quality, slowly than the worn
longevity of cows out
In the plant production Low labour
is enough equipment productivity
to handle the harvest
in a short time
* Expansion of animal
production, breeding
a different kind of farm
animals (e.g. broiler),
A so the firm could takg
'-}L_J S-O strategy W-O strategy
> advantage of untapped (strategy use) (strategy search)
E real estate (a former pig
% farm,.c.a.lf house) _ maximizing strengths minimizing weaknesses
o Possibility of expanding  maximize opportunities | maximize opportunities
O the company's activity
€ consists of any possiblg
(&) .
= use of open land, which
§ IS its own means
= of productiot
et * Volatile price
IS :
c of agricultural
g commodities during
L year
* High pressure sgles S-T strategy W-T strategy
P (dairy) on the price (strategy confrontation) (strategy avoidance)
<< of milk
w
X |« One-sided focus on
T he-siae uson maximizing strengths minimizing weaknesses
= agricultural production, minimize threats minimize threats
the company limits
market opportunities
* Emigration of skilled
workers

Table no. 2: SWOT analysis of company ZEAS Banog, |
Source: own
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3 THE FINANCIAL ANALYSIS OF THE COMPANY
ZEAS BANOV, INC.

This chapter is focused on the financial analy$ithe company and it is the analysis of

balance sheet, of profit and loss statement, aisabydinancial ratios and Altman's model.

3.1 The analysis of balance sheet

In this part is the horizontal and vertical anadysif balance sheet of company ZEAS
Banov, Inc. in the period 2007 — 2009. In the asiglare only balance sheet items, which
are for analysis important. Horizontal and vertiealalysis of balance sheet in the full
version is in Annex no. 2 and no. 3. Underlyingadate based from balance sheet in the
simplified version (Table no. 3) and from balanbeet in the full version (Annex no. 1).

Calculations are made on based of formulas sehdbe first part, i.e. theoretical basis.

Marking ASSETS Line 2007 2008 2009
TOTAL ASSETS 001 |180.67.]171.26 | 163.97!
A Receivables for subscribed capiti 00z 0 0 0
B Fixed asset 00Z |133.92(]136.46¢| 129.03
B | Intangible fixed asse 004 83¢ 72¢ 61z
B 1l Tangible fixed asse 01z |115.05¢]118.38:| 108.64-
B Il Long-term financial asse 02< 18.03:| 17.357| 19.78:.
C Current assets 031 45.32:| 34.73¢| 34.92
Cc 1 Stock: 03z 25.70¢| 14.56¢| 10.30¢
cC 1 Long-term receivable 03¢ 0| b5.437| 3.50¢
c Shor-term receivable 04¢ 13.91:| 12.987| 20.76¢
C v Shor-term financial asse 05¢ 5.70¢ 1.75: 337
D Other asset — temporary asset account 063 1.42¢ 59 14
D | Accruals 064 1.42¢ 58 14
Marking LIABILITIES Line 2007 | 2008 | 2009
TOTAL LIABILITIES 06¢ |180.67.]171.26 | 163.97!
A Equity 069 |155.887|143.57:| 137.33t
A | Share capiti 07C |164.87¢|164.87¢| 164.87¢
A Capital fund 074 -99 247 2.671
A 1l Reserve funds,indivisible fund and other funds frnofit 07¢ 1.25( 1.25( 1.25(
A IV Economic result from past ye 082 -16.78¢€| -9.88¢| -22.80:
AV Economic resulfor the current period (-) 08t 6.64:| -12.91%| -8.66!
B Foreign source: 08¢ 24.78¢| 27.69(| 26.44.
B |1 Reserve 087 184 0 0
B |l Long-term liabilities 092 1.29¢ 1.15¢ 0
B Il Shor-term liabilities 108 8.73¢| 15.81¢| 22.02¢
B IV Bank loans and borrowin 11t 14.57(] 10.71:] 4.41t
C Other liabilities — temporary liability accounts 11¢ 1 4 19¢
C | Accruals 12C 1 4 19¢

Table no. 3: Balance sheet in the simplified vardar 2007, 2008 and 2009 (in thousands CZK)
Source: [25 — 27]
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The basic structure

of assets in the period 20072009(in %)

0,79 % 0,03 % 0,01 %

100%
90% -

20,29 9 0

o 25,00 % ,29 % 21,30 %
b
70% -
60% -
L 50% -
40% -
30% -
20% -
10% -
0% -

2007

2008
assets

2009

| Fixed assets

O Current assets

W Other assets

Graph no. 1: The basic structure of assets in ¢ne@ 2007 — 2009 (in %), ZEAS Banov, Inc.

Source: [25 — 27]

100% 0.00 %
(1]

0,00 %

The basic structure of liabilities in the period 2@7 — 2009(in %)

0,12 %

90% 1371 %
80% |
70% -
60% -

50% -

%

40% -

30% -

20% -

16,17 %

16,13 %

10% -
0% -
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liabilities
B Equity O Foreign sources B Other liabilities

Graph no. 2: The basic structure of liabilitieghe period 2007 — 2009 (in %), ZEAS Banov, Inc.

Source: [25 - 27]
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3.1.1 The horizontal analysis of balance sheet
Relative change Absolute change
ASSETS (in %) (in thousands CZK)

2007/200: | 2008/200' | 2007/200: | 2008/200!
TOTAL ASSETS 521 %| -4,26% -9.40¢ -7.29:
Receivables for subscribed capiti 0,00 % 0,00 % 0 0
Fixed asset 1,90 % -5,45 % 2.54¢ -7.43:
Intangible fixed asse -12929%| -1593Y9 -10¢ -11€
Tangible fixed asse 2,89 % -8,23 ¥ 3.32¢ -9.74(
Long-term financial asse -3,74%| 1397Y -674 2.42¢
Current asset: -23,35 Y% 0,53 % -10.58¢ 18t
Stocks -43,34 % | -29,23 Y% -11.14: -4.257
Long-term receivable -35,46 ¥ 5.43i -1.92¢
Shor-term receivable -6,67%| 5997Y% -92¢ 7.78¢
Shor-term financial asse -69,27%| -80,78Y% -3.95] -1.41¢
Other asset — temporary asset account -95,86 ¥| -76,27Y% -1.367 -45
Accruals -9586 ¥ | -76,27Y -1.367 -45

Relative change

Absolute change

LIABILITIES (in %) (in thousands CZK)

2007/200:| 2008/200! | 2007/200: | 2008/200!
TOTAL LIABILITIES 521 %| -4,26 % -9.40% -7.29:%
Equity -7,90 % -4,34 % -12.31«¢ -6.237
Share capiti 0,00 % 0,00 % 0 0
Capital fund -349,49 9| 981,38 9 34¢ 2.42¢
Reserve funds,indivisible fund and other funds fimofit 0,00 ¥ 0,00 ¥ 0 0
Economic result from past ye. -41,099%| 130,619 6.89¢ -12.91¢
Economic resulfor the curent period (+-) -294,429| -32,949% -19.55¢ 4.25¢
Foreign source: 11,73 % -4,51 ¥ 2.90¢ -1.24¢
Reserve -100,00 ¢ -184 0
Long-term liabilities -10,51 % -100,00 ¢ -13€ -1.15¢
Shor-term liabilities 81,88%| 39,24¢% 7.08: 6.201
Bank loans and borrowin -26,47%| -58,79Y% -3.851 -6.29¢
Other liabilities — temporary liability accounts 300,00 9| 4.850,00 % 3 194
Accruals 300,00 9| 4.850,00 % 3 194

Table no. 4: The horizontal analysis of balanceshethe simplified version in 2007 — 2009, ZEASH®vV

Source: [25 — 27]

Total assets 2007 — 2009 have a downward trendet&ss 2008 compared to 2007
decreased by 5,21 % (9.405 thous. CZK). In 2009p=oed to 2008 decreased by 4,26 %
(7.292 thous. CZK). The reason for the decreasesséts in both years is the impairment
of the basic herd. Fixed assets in 2008 increagetl 90 % (2.546 thous. CZK), in 2009
decreased by 5,45 % (7.432 thous. CZK). On hisifal2009 had the greatest effect
of the fall of tangible fixed assets by 8,23 % @0 thous. CZK) due to sale of combine
harvester and a collector car. In 2009 a compatigccghousand by 2.424 thous. CZK
fair value of shares in the company EKOZEAS Barldd, This amount increased fixed
asset investments (by 13,97 %) and credited totyedby 981,38 %). Current assets
in 2009 increased by 0,53 % (185 thous. CZK). Tike m short-term debt by 59,97 %
(7.786 thous. CZK) had the biggest influence onShort-term investments in 2009
decreased by 80,78 % (1.416 thous. CZK), becaussdes for 2009 were paid in 2010.
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The large percentage decreases occurred in otbetsas in 2008 by 95,86 %, in 2009 by
76,27 %. But they are absolutely insignificant amisy1.367 thous. CZK, 45 thous.CZK).
The decrease in total balance sheet liabilitiesalsgthe decrease in total assets. Equity
in 2008 compared to 2007 decreased by 7,90 % (42l8dus. CZK), in 2009 compared
to 2008 decreased by 4,34 % (6.237 thous. CZK).ldlge percentage increase occurred
in other liabilities by 300 % (3 thous. CZK) in Z)0by 4.850 % (194 thous. CZK)
in 2009. Absolutely, it is a less significant amburhe decrease of foreign sources in 2009
was influenced by the decrease in bank loans by9%86 (6.298 thous. CZK)
and long-term liabilities by 100 % (1.158 thous.KJZThe company in 2007 reported
a positive economic result for the current perioel, 6.643 thous. CZK profit. In 2008,
however this economic result fell by 294,42 % (58.5hous. CZK) and the company had
loss 12.915 thous. CZK. In 2009 compared with 20@88reased economic result
by 32,94 % (4.254 thous. CZK) and the company redube loss to 8.661 thous. CZK.

3.1.2 The vertical analysis of balance sheet
% share of total surr
ASSETS 2007 200¢ 200¢
TOTAL ASSETS 100,00 % 100,00 % 100,00 %
Receivables for subscribed capit: 0,00 % 0,00 % 0,00 %
Fixed asset 74,12 Y 79,68 ¥ 78,69 ¥
Intangible fixed asse 0,46 % 0,43 % 0,37 %
Tangible fixed asse 63,68 ¥ 69,12 ¥ 66,26 ¥
Long-term financial asse 9,88 % 10,13 ¥ 12,06 ¥
Current assets 25,09 ¥ 20,29 ¥ 21,30 %
Stock 14,23 ¥ 8,51 % 6,28 %
Long-term receivable 0,00 % 3,17 % 2,14 %
Shor-term receivable 7,70 % 7,59 % 12,67 Y%
Shor-term financial asse 3,16 % 1,02 % 0,21 %
Other asset — temporary asset account 0,79 % 0,03 % 0,01 %
Accruals 0,79 % 0,03 % 0,01 %
% share of total sun
LIABILITIES 2007 200¢ 200¢

TOTAL LIABILITIES 100,00 % 100,00 % 100,00 %
Equity 86,29 ¥ 83,83 ¥ 83,75 Y
Share capit: 91,26 ¥ 96,27 ¥ 100,55 9
Capital fund -0,C5 % 0,14 % 1,63 %
Reserve funds,indivisible fund and other funds fimofit 0,69 % 0,73 % 0,76 %
Economic result from past ye. -9,29 % 5,77 % -13,91 ¢
Economic resulfor the current period (-) 3,68 % -7,54 % -5,28 %
Foreign source: 13,71 % 16,17 ¥ 16,13 %
Reserve 0.10 % 0.00 % 0.00 %
Long-term liabilities 0,71 % 0,68 % 0,00 %
Shor-term liabilities 4,84 Y 9,24 % 13,44 %
Bank loans and borrowin 8,06 ¥ 6,25 % 2,69 %
Other liabilities — temporary liability accounts 0,00 % 0,00 % 0,12 %
Accruals 0,00 % 0,00 % 0,12 %

Table no. 5: The vertical analysis of balance shretite simplified version in 2007 — 2009, ZEAS Baninc
Source: [25 — 27]
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Balance sheet totals (100 %) are total assetsaablibilities. The development of assets
in the last three years shows that the proportfanast items in total assets did not change
significantly. The largest share has the fixed tsssghose share has increased since 2007
from 74,12 % to 79,68 % in 2008 and 78,69 % in 200%articular tangible fixed assets.
The decrease occurred in current assets, from 2%0& 2007 to 20,29 % in 2008
and 21,30 % in 2009.

Equity has the largest share for total asset, ajhahere was a decrease from 86,29 %
in 2007 to 83,83 % in 2008 and 83,75 % in 2009alinthe years is equity less than

the amount of share capital, it is not very favblegafor the company. Foreign sources
have increased from 13,71 % in 2007 to 16,17 %0BB2and 16,13 % in 2009.

3.2 The analysis of profit and loss statement

In this part is the horizontal and vertical anadysf profit and loss statement of company
ZEAS Banov, Inc. in the period 2007 — 2009. In #relysis are only profit and loss
statement items, which are for analysis importamt #ney have no value. Horizontal and
vertical analysis of profit and loss statementhe tull version is in Annex no. 5 and no. 6
(items marked roman numeral are yields and markéeérlare costs). Underlying data
are based from profit and loss statement in thepldied version (see Table no. 6)
and from profit and loss statement in the full vans(see Annex no. 4). Calculations

are made on based of formulas set out in theda#dt, i.e. the theoretical basis.
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Marking Text Line 2007 2008 2009

Il. Outputs 04 38.17¢| 32.63¢| 30.85¢

Il. 1] Sales of own products and servic 0t 28.04(] 38.41:| 32.09]

B. Power consumptic 08 28.11(] 30.17¢| 22.12¢
+ Added value 11 10.06¢ 2.46: 8.731

C. Staff cost 12 12.51¢| 10.51¢ 9.67i
D. Taxes and charg 17 1.31¢ 1.47¢ 1.341
E. Depreciation of intangible and tangible fixed as 18 10.60: 9.60¢ 8.78¢
1. Sales of fixed assets and matl 19 4.96¢ 7.05: 5.90¢

F. Net book value of fixed assets and material 22 4.29¢ 5.57: 6.69¢
G. Sheraing actvities and complex deferred expe | 25 182| -184) 79
V. Other operating incon 26 2497z| 10.45¢ 6.27i

H. Other operating expens 27 3.14¢ 3.77¢ 4.08:
* 8ﬁerating economic regul | 3C 7.944| -10.78%| -9.58:

M. e :rzggl |gct[(ia\ﬁgéyes and provisions relatin a1 0 1.020 0
X. Interest incom 42 6 3C 1

N. Interest expens 43 827 81z 45€
XI. Other financial incorr 44 56¢ 44¢ 254

0. Other financial expens 45 2 0 0
* Financial economic resul 48 -254| -1.35¢ -201

Q. Income tax on ordinary activiti 49 1.97 293 -1.12¢
*x Economic result frorr ordinary activities 52 5.71%| -12.43.| -8.66]

Xl Extraordinary incom 53 1.02¢ 1.44¢ 0

R. Extraordinary expens 54 96 1.92¢ 0
* Extraordinary economic result 58 93C -48% 0

ok Economic resul for the current period (+/-) 6C 6.64%| -12.91¢| -8.661

i Economic resul before tax(+/-) 61 8.62(| -12.62:| -9.78¢

Table no. 6: Profit and loss statement in the siiegl version for 2007, 2008 and 2009 (in thousa@d«),
ZEAS Banov, Inc.
Source: [28 — 30]

Economic results in the period 2007 — 200@n thousands CZK)
10.000
7.944 —
5.000 -
4 o0 m 2007
N
O_ 0O 2008
é) m 2009
£ -5.000
-10.000 |
-12432 12915 -1262
-15.000
Operating ER Financial ER Extraordinary ER from ER forthe ER before tax
ER ordinary current
activities period
economic result

Graph no. 3: Economic results in the period 20@D89 (in thousands CZK), ZEAS Banov, Inc.
Source: [28 — 30]
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3.21 The horizontal analysis of profit and loss statemen
Relative change Absolute change
Text (in %) (in thousands CZK)

2007/2008 2008/2009 2007/2008 2008/2009
Outputs -14,51 Y -5,45 % -5.53¢ -1.77¢
Sales of own products and servic 36,99%| -16,44Y% 10.37: -6.31¢
Power consumptic 7,35%| -26,67Y% 2.06¢ -8.04¢
Added value -75,54 ¥ | 254,63 9 -7.60¢ 6.26¢
Staff cost -16,01 ¥ -7,97 % -2.00¢4 -83€
Taxes and charg 12,16 ¥ -9,15 % 16C -13E
Depreciation of intangible and tangible fixed as -9,40%| -855% -997 -821
Sales of fixed assets and mate 4194%| -16,22Y% 2.08¢ -1.14¢
Net book value of fixed assets and material 29,61%| 20,159 1.27: 1.12:
Scivites and complex deforrad axper o P |-201,1094 57.07%  -366| 105
Other operating incon -58,12 ¥ | -39,98 ¥ -14.51¢ -4.181
Other operating expens 20,00 ¥ 8,16 % 62¢ 30¢
Operating economic resul -235,76 9| -11,15¢% -18.72¢ 1.20z
g&%/riltglzjeesm reserves and provisions relating to Gra -100,00 % 1.020 -1.020
Interest incom 400,009 | -96,67Y 24 -29
Interest expens -1,81%| -43,84Y% -15 -35€
Other financial incomr -21,27%| -43,30Y -121 -194
Other firancial expenst -100,00 % -2 0
Financial economic resul 433,07 %| -85,16Y% -1.10(¢ 1.15:
Income tax on ordinary activiti -85,18 ¥ | -483,28 ¢ -1.68¢ -1.41¢
Economic result from ordinary activities -317,619%| -30,33¢% -18.14¢ 3.771
Extraordinary incore 40,84 %| -100,00 ¢ 41¢ -1.44¢
Extraordinary expens 1.908,3:% | -100,00 ¢ 1.83: -1.92¢
Extraordinary economic result -151,94 91 -100,00 ¢ -1.41¢ 48¢
Economic resul for the current period (+/-) -294,42 9| -32,94 Y -19.55¢ 4.25¢
Economic resul before tax (+/-) -246,43 9| -22,48 Y -21.24: 2.83¢

Table no. 7: The horizontal analysis of profit dieds statement in

2007 — 2009, ZEAS Bénov, Inc.
Source: [28 — 30]

the simplified version in

theiqmbr

Sales fluctuate in the monitored period. Saleswaf goods and services in 2008 compared
to 2007 increased by 36,99 % (10.371 thous. CZKiy, ib 2009 compared with 2008
decreased by 16,44 % (6.314 thous. CZK). Salesxefifassets and materials in 2008
compared to 2007 increased by 41,94 % (2.084 th@Z«K), but in 2009 compared
to 2008 decreased by 16,22 % (1.144 thous. CZKaff Stosts decreased during
the monitored period gradually — in 2008 decrealsgdl6,01 %, in 2009 by 7,97 %.
It is in absolute numbers 2.004 thous. CZK in 2@88 only by 838 thous. CZK in 2009.
The decrease in output in 2009 compared to 20085M% % (1.779 thous. CZK)
and decrease in power consumption by 26,67 % (8tBd8s. CZK), it has meant that
the value added in 2009 increased by 254,63 % 96tB6us. CZK). Due to the growth
of value added in 2009 was reduced negative impfaatild downturn in sales in 2009.
Interest expenses decrease and it is result oédsicrg the debt of the company. Operating
economic result in 2008 fell by 235,76 % (18.728uth CZK), in 2009 compared to 2008
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increased by 11,15 % (1.202 thous. CZK). Totaldgelere 69.718 thous. CZK in 2007,
52.072 thous. CZK in 2008 and 43.300 thous. CZR0A9. The largest share of the yields

decrease has a Europe-wide decrease in milk prices.

The total costs were 63.075thous. CZK in 2007, 98A4thous. CZK in 2008
and 51.961 thous. CZK in 2009. Costs increased082vere due to rising prices of feed
mixtures, mineral products, pharmaceuticals anéhfdistants. Costs decreased in 2009
due to decrease of material and staff costs. Thmepeaay in 2007 recorded a positive
economic result for the current period, i.e. 6.84@us. CZK profit. In 2008, however this
economic result fell by 294,42 % (19.558 thous. ¢ZKnd the company came
to 12.915 thous. CZK loss. In 2009 compared to 200&eased economic result
by 32,94 % (4.254 thous. CZK) and the company reduts losses to 8.661 thous. CZK.

3.2.2 The vertical analysis of profit and loss statement
Text % share of total sum
2007 2008 2009

Outputs 136,15 % 84,979 96,14 ¥
Sales of own products and servic 100,00 % 100,00 % 100,00 %
Power consumptic 100,25 ¢ 78,56 ¥ 68,94 ¥
Added value 35,90% 6,41 % 27,209
Staff cost 4465Y 27,379 30,15 %
Taxes and charg 4,69 % 3,84 % 4,18 %
Depreciatin of intangible and tangible fixed ass 37,81Y% 25,01 ¢ 27,37 Y
Sales of fixed assets and mate 17,72 % 18,36 ¥ 18,41 %
Net book value of fixed assets and material 15,33 ¥ 14519 20,86 ¥
Change in reserves and provisions relating to ai

activitcTJes and complex der%erred expet J e 0,65 % -0,48 % -0,25 %
Other operating incon 89,06 ¥ 27,23 Y 19,56 ¥
Other operating expens 11,22 Y 9,83 % 12,729
Operating economic resul 28,33 ¥ -28,08 ¥ -29,86 ¥
g&%/riltglzjeesm reserves and provisions ing to financial 0.00 % 266 % 0,00 %
Interest incom 0,02 % 0,08 ¥ 0,00 %
Interest expens 2,95 % 2,11 Y% 142 Y%
Other financial incorr 2,03 % 1,17 % 0,79 %
Other financial expens 0,01 % 0,00 % 0,00 %
Financial economic resul -0,91 % -3,52 % -0,63 ¥
Income tax on ordinary activiti 7,05 % 0,76 % -3,50 %
Economic result from ordinary activities 20,37 % -32,36 ¥ -26,99 ¥
Extraordinary incom 3,66 % 3,76 % 0,00 %
Extraordinary expens 0,34 % 5,02 % 0,00 %
Extraordinary economic result 3,32 % -1,26 % 0,00 ¥
Economic resul for the current period (+/-) 23,69 ¥ -33,62 ¥ -26,99 ¥
Economic resul before tax(+/-) 30,74 ¥ -32,86 ¥ -30,49 ¥

Table no. 8: The vertical analysis of profit anddostatement in the simplified version in the mkrio

2007 — 2009, ZEAS Banov, Inc.
Source: [28 — 30]
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As a reference value (100 %) are sales of own mtsdand services. The largest share
is a power consumptiori]( 82,58 %), but this share decreases in the mouitpeziod,
i.e. the costs of sales decreases with time. Thge lshare is staff costdl(34 %)
and depreciation of intangible and tangible fixedgseds [I 30 %). It is evident

from the vertical analysis, that economic resuttegative, no in 2007.

3.3 The analysis of financial ratios

The analysis of financial ratios of company ZEASh84 Inc. in the period 2007 — 2009

is focuses on the profitability ratios, activitgverage and liquidity. Underlying data are
based from balance sheet in the full version (seeeX no. 1) and profit and loss statement
in the full version (see Annex no. 4). Calculati@re made on based of formulas set out

in the first part, i.e. the theoretical basis.

3.3.1 Indicators of profitability

Indicators of profitability (in %) 2007 2008 2009

ROA — Return on total invested assets 5.23 % 6,90 % 5,69 %

ROE — Return on equity 4,26 % 29,00 % 6,31 %

ROCE - Return on long-term resources
5,59 % -7,75%| -6,71 %

ROS — Return on sales
23,69% | -33,62% -26,98 %

Table no. 9: Indicators of profitability in the ped 2007 — 2009 (in %), ZEAS Banov, Inc.
Source: [25 - 30]

All the profitability ratios are for the monitorederiod downward trend. They were
positive only in 2007. In 2008 and 2009 fell integative numbers and because
the company makes no profit but a loss. The largestease was in 2008. Indicator
of ROA in the period decreases due to a decreadimgturn on sales. Decrease of ROE
is not favourable in terms of ownership. The conypahould try to increase these
indicators in the next years and came into thetpesnumbers.
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Indicators of profitability in the period 2007 — 2009 (in %)
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23,69 %
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-30% - -26,98 %
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ROA ROE ROCE ROS
indicator of profitability
Graph no. 4: Indicators of profitability in the et 2007 — 2009 (in %), ZEAS Banov, Inc.
Source: [25 - 30]
3.3.2 Indicators of activity
Indicators of activity 2007 2008 2009
Total assets turnover ratio(times) 0.16 0.22 0.20
Inventory turnover ratio (times) 109 2 64 311

Turnover time asset(in days)

N

2.319,61| 1.605,17 1.839,1

Stock turnover ratio (in days)
330,06 136,52 115,63

Debtor days ratio (in days)
178,60 172,64 272,30

Payables turnover ratio(in days)
128,77 159,11 247,04

Table no. 10: Indicators of activity in the peri®d07 — 2009, ZEAS Banov, Inc.
Source: [25 — 30]

From 2008 to 2009 there was a slight decreasingtal assets turnover ratio. This was

increased the average number of days that lastednaver of assets from 1.605,17
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to 1.839,14 days. The reducing of stocks influentted increase and turnover of stock
from 2,64 to 3,11 times and the good inventory auer decreased from 136,52

to 115,63 days. Debtor days ratio increased in 200% 2,30 days, i.e. the number of days
that are due from customers increased. Payablesverr ratio increases, but the repayment

period of stocks is shorter than the repaymenbpest debts.

Indicators of activity in the period 2007 — 2009
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Graph no. 5: Indicators of activity in the perid@d0Z — 2009, ZEAS Banov, Inc.
Source: [25 — 30]
3.3.3 Indicators of debt
Indicators of debt 2007 2008 2009

Debt ratio (in %) 1372% | 16,17% 16,25 %

Equity ratio (in %) 86.28% | 8383% 83750%

Debt to equity ratio 0.16 0.19 0.19

Interest coverage
24,24 -2,72 -1,19

Table no. 11: Indicators of debt in the period 26009, ZEAS Banov, Inc.
Source: [25 — 30]
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Total debt for the monitored period increases gadgwbut is low, in 2009 was 16,25 %.
Equity ratio decreased in 2009 compared with 2008y cslightly, from 83,83 %
to 83,75 %. Decreased more compared with 2007, 8628 % to 83,75 %. It is clear that
the company uses own financial resources and ¢eegyh sources of funding. The vertical
analysis of the balance sheet shows that foreigourees are in 2009 only 16,13 %
and consist mainly of short-term liabilities (13.%4, short-term bank loans (1,72 %)
and a minimum long-term bank loans (0,97 %). Deladuity ratio is low due to the low
overall debt. Interest coverage in 2008 and 2009nisnegative numbers, because

the company had not money to cover the interestctimpany was in loss in both years.

Indicators of debt in the period 2007 — 2009
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Graph no. 6: Indicators of debt in the period 26@009, ZEAS Banov, Inc.
Source: [25 - 30]
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3.34 Indicators of liquidity

Indicators of liquidity 2007 2008 2009
Current ratio
3,86 1,85 1,41
Quick ratio
1,67 1,07 0,99
Cash ratio
1,67 0,78 0,85

Table no. 12: Indicators of liquidity in the peria@07 — 2009, ZEAS Béanov, Inc.
Source: [25 - 30]

Current ratio and quick ratio decrease in the noved period. Company could have
problem in a continued downward trend in the futiareneet its obligations. Current ratio
shows that in 2009 current assets cover short-lehilities 1,41 times. Smaller than

the value it dropped below 1,5. Quick ratio in 2008s 0,99 and shows an overweight
stocks in the balance sheet of the company. ltsledhtly below the value 1. Cash ratio
is for the whole monitored period above the rang@,® and it indicates that the company

is currently unable to pay due debts.

Indicators of liquidity in the period 2007 — 2009

4] 386
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Graph no. 7: Indicators of liquidity in the perig@07 — 2009, ZEAS Béanov, Inc.
Source: [25 — 30]

52



34 Altman's model

Altman'’s model 2007 2008 2009
A 0,2025 0,1105 0,0787
B -0,0492 | -0,1258| -0,1843
C 0,0477 -0,0737| -0,0597
D 6,6526 5,9545 6,2357
E 0,1827 0,2655 0,2318
Z-score = 0,717 A+ 0,847 B + 3,107 C + 0,420 D,998 E 3,2282 | 2,5094 | 2,5653

Table no. 13: Altman's model in the period 200082, ZEAS Béanov, Inc.

Source: [25 - 30]

Calculation of bankruptcy model, Altman's model,was found that the company's

financial situation was satisfactory in 2007, bessathe index value was greater than 2,99

(zone of prosperity). In 2008 and 2009 the indeluedell below 2,99 (gray zone),

the company cannot be described as successfulobats the company with problems.

Altman's model in the period 2007 — 2009
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Graph no. 8: Altman's model in the period 2007 6RXEAS Banov, Inc.

Source: [25 — 30]
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4 THE ANALYSIS OF COSTS AND YIELDS OF MILK
PRODUCTION IN THE PERIOD 2003 — 2009

Data for the analysis of costs and yields of thetreeof milk production in the period
2003 — 2009 in the company ZEAS Banov, Inc. areethasn Table no. 14, 15 and 16

and Annex no. 7.

The preliminary analysis costs and yields it isassary to stress the following concepts
and facts that are in the company ZEAS Banov, significant impact on production costs

and yields.

* Marketability of milk, i.e. the proportion of millsold to customers over the milk
produced, is 98 — 99 %. This high level of mark#gitghis determined by the quality
of raw material.

e 25 % of feeds come from own production (hay andg®), 80 % of feeds are
purchased from other suppliers. This disparityus tb the fact that ZEAS Banov, Inc.
focuses in business on livestock production. Plamoduction is limited to alfalfa
growing on arable land and perennial grasses igitagsland for the production of hay.

« Efficiency of cows increased from 2003 to 2009,nfr@.500 kg milk per lactation
closed in 2003, over 8.480 kg milk in 2005 to 9.5 milk per lactation closed
in 2009. It has a significant impact on the cospofchased feed, because the animal's
quality increases with the increasing efficiency.

* In 2003 it was put into operation the renovated sfoyd and modernization of housing
cows in one of two cowsheds was completed. In 20@8& renovated a second
cowshed. In 2008 was completed modernization dkimglparlour.

* Given the number of basic herd of cows bred is2EAS Banov, Inc. to large breeds.
Therefore the bargaining position to obtain dis¢ésusn the purchase of food, fuel,
spare parts, etc. is not exactly the best anddhgany does not reached a better price.

e The strike price of milk in the period 2003 — 20@8e Table no. 14 and Graph no. 9)
are comparable to the national prices. This isthetcase when the company has not
of the average nationwide price of milk becausgadr quality or failure of certain

qualitative requirements.
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Year

2003 2004 2005 2006 2007 2008 2009
Realization
price of milk 7,65 8,00 8,08 7,84 8,27 8,37 5,83
(CzK without

VAT/litre/year)

uantit
o?sale n?ilk 2.307.746| 2.403.944 2.733.3%9 2.960.169 2.875/107412318| 2.823.421

(litres/year)

Sales

of mi_lk 17.657.952| 19.238.404 22.078.167 23.222.872 23495 22.941.833 16.468.233
(CZK without

VAT/year)

Table no. 14: Summary of sale milk in the perio®26 2009, ZEAS Béanov, Inc.
Source: [24]

Realization price of milk in the period 2003 — 2009
(CZK without VAT/litre/year)

8,27 8,37

8,00 8,08 oy

CZK without VAT/litre

2003 2004 2005 2006 2007 2008 2009
year

Graph no. 9: Realization price of milk in the perio2003 —2009 (CZK without VAT/litre/year),
ZEAS Banov, Inc.
Source: [24]
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Quantity of sale milk in the period 2003 — 2009
(litreslyear)
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Graph no. 10: Quantity of sale milk in the peridiD2 — 2009 (litres/year), ZEAS Béanov, Inc.
Source: [24]

Sales of milk in the period 2003 — 2009
(CZK without VAT/year)
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Graph no. 11: Sales of milk in the period 2003 82(CZK without VAT/year), ZEAS Banov, Inc.
Source: [24]

56



4.1 The analysis of costs of the centre of milk produdain
in the period 2003 — 2009

The basic structure costs of milk production in¢benpany ZEAS Béanov, Inc. are:

1. Production costs

» Direct material costs— i.e. material costs (consumption of spare pdisls
and oils, purchased food, medicines and disinfastiand other consumption)
and total energy consumption (consumption of el@ttrand water)

» Services— i.e. repair and maintenance of equipment anttlipgs, breeding
and veterinary services, rental of machinery, bogd and land, leasing,
connections and phones, other services of producharacter

2. Other costs— i.e. staff costs, depreciation fixed and intaigiassets and basic herd,
net book value of assets, materials and animatsjgeold, taxes and fees, other costs,
insurance, shortages and damages, financial analogdinary costs

The detailed structure costs of milk productiorthe period 2003 — 2009 in the company
ZEAS Banov, Inc. is presented in Annex no. 7.

The basic structure of costs of production milk

in the period 2003 — 2009CZK without VAT /year)
30.000.000

25.000.0004

20.000.0004

1.913.527

15.000.000;

10.000.000;

CZK without VAT

5.000.000+

2003 2004 2005 2006 2007 2008 2009
year
B Direct material costs total O Total services W Other costs

Graph no. 12: The basic structure of costs of pctdn milk in the period 2003 — 2009 (CZK without
VAT/year), ZEAS Banov, Inc.
Source: [24]
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The basic structure of costs of production a litremilk
in the period 2003 — 2009CZK without VAT/litrelyear)

11,00
10,00
9,00
8,00
7,00 +
6,00 -
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4,00
3,00 -
2,00 1
1,00 1
0,00 -

CZK without VAT/litre
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year

| Direct material costs total O Total services | Other costs

Graph no. 13: The basic structure of costs of prtidn a litre milk in the period 2003 — 2009 (CZKthout
VAT/litre/lyear), ZEAS Banov, Inc.
Source: [24]

Production costs increased from 2003 to 2008 from 4,34 CZK pereliof milk
up to 6,50 CZK per litre of milk. In 2009 it decseal to 4,42 CZK/litre of milk.

Direct material costs which make up the largest part of production €ast 2003
gradually increased from 3,79 CZK/litre of milk wp 5,81 CZK/litre of milk in 2008.
It stabilized at 4 CZK/litre in 2009. You can aldyasee that the company focused on cost

savings.

The increasing trend from 2003 to 2008 were aisaterial costs which increased
from 3,56 CZzZK/litre of milk up to 5,58 CZzK/litre ofmilk. In 2009 it decreased
to 3,78 CZK/litre of milk.

The largest share of the material costs ¢@mssumption of purchased feedThis is food
that is not manufactured in the company. It is fpadchased from suppliers, e.g. cereals
in the form of meal, soybeans, corn, canola, minsupplements, energy supplements,
fats, vitamins, etc. The cost of a litre of milk ie the monitored period from
2,60 CZK per litre of milk in 2005 to 4,23 CZK plre of milk in 2008. Most of the total
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price of purchased feed has compound fees withgh proportion of cereals, soybean,
canola, corn. These nationwide in 2008 amountekigh purchase prices. A percentage
share of costs represented purchased feed is irraiige of 32 — 51 % of the total
realization price of milk in a given year, a relally high proportion of costs. The reality
is that in 2009 there was a savings of purchased ¢ests, but the proportion of very low
realization price of milk 5,83 CZK/litre, which ihe lowest in the monitored period, this
cost is relatively high and the highest in the vehahonitored period. Given that
ZEAS Béanov, Inc. depends on the price of vegetablamodities (cereals), without own
plant production. ZEAS Banov, Inc. is not able toquce these feeds himself and is not
able to influence their management cost of thegats At the same time it must
be emphasized that increasing the average effigiehcows is kept greater and greater

pressure on the energy feed, which cannot be regllag another, cheaper food.

A major item of material costs isonsumption of fuels and oils over the monitored

period is from 0,09 CZK to 0,28 CZK/litre of milkhe price difference is due to the price
of diesel and oils. The company has own pumpintpostand is able to buy oil for a longer
period of time (max. 1 month). Because of theiatigely small sampling is not a major
customer in the eyes of suppliers, therefore prideinputs (diesel) copies price

on the market.

Consumption of medicines and disinfectionis 0,19 — 0,88 CZK/litre of milk. It has

a relatively high influence on the resulting reatian price, especially in years when
the price of milk falls below 7 CZK/litre. Large pact on drug consumption has health
status herd. Unfortunately, the reality is that #f@iciency increases with increasing
pressure on the health of animals. This is noteoded by increasing the quality of optimal

nutrition, resulting in higher costs for the treatmhof animals.

Costs tothe total consumption of energyi.e., electrical energy and water, in the period
2003 — 2009 were from 0,15 CZK/litre of milk in Z0@ 0,25 CZK/litre of milk in 2006.
In the last two years has remained at a level 22 @CZK/litre of milk, even with the rising
price of electrical energy. Modernization of milgiparlour in the period 2007 — 2008 had
a positive impact on the amount of consumed et=dtenergy and water, because most

electricity and water is consumed just before, mpand after milking.
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The second part of production costs segvices A percentage on milk production they
accounts from 5,08 % in 2007 to 8,36 % in 2008.yTheew in 2008. Services cost
are about 0,52 CZK/litre of milk. 0,18 — 0,38 CZKA of milk are costs of breeding
and veterinary care. Repair and maintenance opeggnt and buildings and other services
of production character move differently during the@eriod 2003 - 2009,
0 0,10 CZK/per litre of milk.

Other costs in the monitored period decreased from 4,23 CZ#¢/liof milk in 2003
up to 3,48 CZK/litre of milk in 2009.

Staff costsare the largest item of other costs. They are @ rtionitored period cost
151-1,75 CZKl/litre of milk, which on average ovdhe monitored period
is 1,61 CZKl/litre of milk. This number belongs tor@atively significant cost, forming

20 — 30 % costs of the price of milk.

Depreciation — half depreciation are depreciation of tangibled dantangible assets,
the second half are amortization of the basic ljeovd/s). Depreciation have a stable trend.

The cost of a litre of milk is for the monitoredrjpel averaged 0,95 CZK.

An important cost factor is alsonet book value of assets, materials and animalsld.
Given that the centre of milk production did noll sengible property (except 2003, when
the book value of tangible assets of 331.000 CZK)single number characterizes
in 2003 — 2009 net book value of the animal, he. basic herd of cows on the day of sale.
Sale is carried out either by direct sale to anotfamer, therefore, for breeding
or for slaughter or emergency slaughter. In 200B)52and 2009 was net book value
12,63 % in average cost of milk, which in companisavith other vyears
up to 0,30 CZK per litre of milk more. In 2009 casis of book value of animals sold
11,15 % of the cost, but only 0,65 CZK per litrenoifk. This disparity is due to a very low
strike price of milk in 2009.

Insurance, shortages and damage® an average for the period 2003 — 2009 the costs
of 0,11 CZK/litre of milk.

Other cost, e.g. travel, entertainment costs, seminars, itrgjnservices, bank charges,

etc. are negligible.
60



Total coststo produce 1 litre of sale milk were in 2005 a2 lower than the realization

price. It was assumed that the company could genepeofits from its own milk

production. In other monitored years the cost todpce 1 litre of milk exceeded

the realization price. Most in 2009, when the pridecreased by more than

2 CZK per litre of milk, and a record low 5,83 CZié of milk. These differences are

shown in Table no. 15 and Graph no. 14.

Year
2003 2004 2005 2006 2007 2008 2009
Realization price of milk 4
(CZK without VAT/litre/year) 7,65 8,00 8,08 7,84 8.27 8,37 5,8
Total costs
(CZK without VAT/litre/year) 8,56 848 7,89 7,99 8,26 10,04 7,9
% of the costs per litre milk | 111,90 | 106,00 97,65 101,91 99,8B 119,95 135

.51

Table no. 15: Comparison of price per litre milkttwa total costs per litre milk in the period 2693009,

Source: [24]

ZEAS Banov, Inc.

Comparison of price per litre milk with a total costs per litre milk
in the period 2003 — 2009CZK without VAT/litre/year)
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Graph no. 14: Comparison of price per litre milkiwa total costs per litre milk in the period 2602009

Source: [24]

(CZK without VAT/litre/year), ZEAS Banov, Inc.
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4.2 The analysis of yields of the centre of milk produon
in the period 2003 — 2009

Structure of vyields in the company ZEAS Béanov, Ins. relatively simpler than

the structure of costs. The basic structure yiefidsn sale milk in the company
ZEAS Banov, Inc. is:

1. Output

« Sales- i.e. sales of plant products, of livestock preidufor animals, of other
custom products, sales from sale of fixed asselsbasic herd, sales from sale
of materials, goods and services

e Other output — i.e. the change in own plant and livestock potsiuchange
in livestock, activation of fixed assets and badmsod

2. Other yields — i.e. rental fixed investment assets, subsidig®r yields

The detailed structure yields from sale milk in fperiod 2003 — 2009 in the company
ZEAS Banov, Inc. is presented in Annex no. 7.

The basic structure of yields from sale milk
in the period 2003 — 2009CZK without VAT /year)

1.333.529
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Graph no. 15: The basic structure of yields frone sailk in the period 2003 — 2009 (CZK without
VAT/year), ZEAS Banov, Inc.
Source: [24]
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The basic structure of yields from sale a litre mk
in the period 2003 — 2009CZK without VAT/litrelyear)
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Graph no. 16: The basic structure of yields frote salitre milk in the period 2003 — 2009 (CZK wailt
VAT/litre/year), ZEAS Banov, Inc.
Source: [24]

Sales of plant productsare involved in very low yields. In the period 3002009
is 0,01 — 0,04 CzK/litre of milk. They are negligglsales of feed to small natural persons.

On the contrarysales of livestock productgi.e. milk) form a large part of total yields.
Those are sales of milk, with the company soldhia period 2003 — 2009 buyers (dairy

or sales cooperative).

Balanced yield in the monitored period are shées for animals These are calves, young
bulls that are selling in the age one month abrérathe period 2003 — 2009 the company
sold a few heifers — these sales are not commonrgllbeifers leaving for own herd
turnover. Sales for animals make the total sal&3 0,0,33 CZK per litre of milk.

Sales of other custom productsare negligible, again it is just a casual salemfown

product. The sales involved 0,01 — 0,02 CZK/litfenulk. They have no small impact

on yields.
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Sales from the sale of fixed assets and basic heivolved significantly in the total
yields. The company ZEAS Banov, Inc. does not immget from the centre of milk
production the sale of fixed assets, so the sakals from the sale of basic herd. It is
different each year, from 0,30 CZK/litre of milk @70 CZK/litre of sale milk. This is
the price at which cows are sold from the basiadh&ows are not sold for slaughter
for meat production, but cows are discarded thaiysjral condition is good, but milk

production is minimal or none. Or are cows withrogfuctive problems incurable.

Sales from the sale of materials, goods and servicén the period 2003 — 2008
contribution to total sales negligible levels (0;02,13 CZK/litre of milk), in 2009
it is 0,43 CzZK/litre of milk. In 2009 the companyld a portion of old equipment
of milking parlour, and the results showed an iaseein sales from the sale of materials,
goods and services. These extraordinary sales whieh given year affect the amount
of total yields.

The company ZEAS Banov, Inc. accounts to the siéély so-calledchange in own
products plant and livestock, change in animals andactivation of fixed assets
and basic herd Here is accounted the consumption of their owadfe food produced
by own resources of their own plant productions lthe consumption of corn silage, grass
silage and alfalfa, clover or alfalfa hay, straadder, straw for bedding, own consumption
of milk calves. They are costs in the income stat@non the yields minus charge. In this
case it depends on the quality of produced rougleagk litter produced because bad
quality feed and bedding, which cannot be fed tomah financial burden company
and costs of milk production increase. Changingstiatus of animals is charged each
category growth, calves and heifers. Price increaghie to year-round, during the year

is unchanged.

Negligible areother yields and yields of rental fixed investmentassets The company

realizes these yields in other centre.

More interesting yields arsubsidies The amount of subsidies to the sector milk is not
the same each year. Milk production is not suppolyg the subsidy policy of the state
and subsidy payments are usually tied to the IgBubsidies to animal production
in 2003 were relatively low, only 0,12 CZK per détof sale milk. Since 2004 subsidies

increased from 0,31 CZK per litre of sale milk up 2007 to 0,39 CZK/litre of milk.
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In 2008 recorded a slight decreasing to 0,30 CZi€/lof milk, in 2009 they increased
to 0,51 CzK/litre of milk.

Total yields per litre of sale milk in 2008 were lower than thealization price,
by 1,69 CzK/litre of milk. This company created tloss. In other reporting years yields
exceeded the realization price. Most in 2003, abg@4 CZK/litre of milk. The differences

are evident from Table no. 16 and Graph no. 17.

Year

2003 2004 2005 2006 2007 2008 2009

Realization price of milk A
(CZzK without VAT/litre/year) 7,65 8,00 8,08 7,84 8,21 8,37 5.8

Total yields 4
(CZK without VAT/litre/year) 8,59 8,29 8,78 8,58 8,92 6,68 58

Table no. 16: Comparison of price per litre milkiwa total yields per litre milk in the period 2002009
(CZK without VAT/litre/year), ZEAS Banov, Inc.
Source: [24]

Comparison of price per litre milk with a total yields per litre milk
in the period 2003 — 2009CZK without VAT/litrelyear)
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Graph no. 17: Comparison of price per litre milkiwa total yields per litre milk in the period 2062009
(CZK without VAT/litre/year), ZEAS Banov, Inc.
Source: [24]
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) THE EVALUATION OF THE IMPACT OF CHANGES
IN MARKET PRICES OF MILK ON THE
CORPORATE ECONOMY

Comparing costs and vyields of the centre of milkodorction in the company
ZEAS Banov, Inc. in the monitored period 2003 —20®ith total costs of milk are greater
than vyields, is more than clear that the sectork nslich as, evaluated separately,
is for the company losing (see Annex no. 7). Thengany made a profit from
the production of milk in 2003, 2005, 2006 and 2002008 was the realization price
of milk interesting (8,37 CZK/litre of milk), buthe company incurred substantial costs
in milk production (27.523.149 CZK), so the compdms not profit in 2008. In 2009
compared to 2008 was a significant reduction inc@2.316.787 CZK), but unfortunately
the realization price decreased to historic lows83%;ZK/litre of sale milk
and the company was in loss (-5.739.348 CZK).

»In October 2010 was the difference between theraye realization price in the Czech
Republic and in EU-15 more than 15 %, 5,15 euro/B@f milk. By September this year
the average price for milk increased since the beigig of the year by 20,3 %, but there
was increasing in the quantity of produced milk @b88 million litres, sales increased
by 17,7 %. The average milk price for 2010 is abg@¥? CZK /1.“[7]

Compared with the republic's average price is #adization price of milk in the company
ZEAS Banov, Inc. in 2010, about 7,15 CZK/litrejgtbelow the republic's average. Even
at this price the company is not profitable fromlkmproduction. The sector of milk
influences negatively the fact that it imports ith@ Czech Republic more and more milk
products with added value and the Czech peoplebasgng these foreign products
and they encourage their import. Even though thahé Czech Republic increases states
dairy cow, breeders are not in situation that ededoes not increase and the price of milk

does not increase.

In 2010 the agricultural sector is characterized by

.Jmport of food and agricultural commodities, it Mi reach approximately

137 milliard CZK, it will be in this year the higsieever in the history our country.
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Agrarian foreign trade deficit of the Czech Repabhidened for the first nine months
of this year to the -24,1 milliard CZK. Import ofjr&cultural and food commodities
increased to 103,2 milliard CZK, while the value dadxport increased only

to 79 milliard CZK, it is by 3,6 milliard CZK motban last year. Agricultural association
of the CR estimates that this year's foreign tradieficit agrarian will decrease

to about -32 milliard CZK, it will be in the histprof the Czech Republic third largest.”
[15]

The company ZEAS Banov, Inc. produce milk as ite pnoduct, but this product is not
subject to effective trading. Because the realiraprice of milk is not set by agreement
the seller and buyer, but the price is set by theclmaser (dairy). Under the framework
agreement, farmers close it with dairy or sales peoative, there are agreed
to the conditions of quality and other contracic®rs not subject of contract, the price
announced by purchaser to the supplier, usuallyeaénd of the month for delivery during
that month. The supplier does not know price ofknailwhole month. The supplier can
only believes, and if the supplier knows the pridemilk e.g. in Germany, he can cost
estimate. Strictly speaking, he estimates the pase (no surcharges). Surcharges do not
change and they are calculated from milk proteid &, which are supplied more that
CSN. We can affect the percentage of protein amdwfdach the breeding, long-term
genetics, short-term nutritional levels. Unfortweigt these bonuses are only 1 -2 %
of basic price. For farmers is the disadvantageniikk production is so specific, it is not
possible to suspend production and to respondweriahe price of milk on the market.

Czech agriculture stands before the question obtdinue in cows breeding or stop.

67



6 RECOMMENDATION ON MEASURES TO REDUCE
COSTS AND INCREASE YIELDS OF MILK
IN THE NEXT PERIOD

Milk sector is closely linked with agriculture aswdnole. The point is that the cost price
milk is largely involved by plant production andvh@xpensive/cheap plant production
is able to produce food. Costs of feed are the nmopbrtant areas for milk production,

where we can save a lot but unfortunately missed.

Therefore recommendations for costs reduction nreasimed first in the bulk feed
production. It is not just their own harvest of gmematter for ensilage or silage, which the
quality of the plant is monitoring. But it is aboabmpliance technology ensilage and
silage and to ensure proper storage. During stoeagelosses, not only quantitative
(discharge of ensilage and silage juices), but asmlity (leaching of nutrients,
deterioration of bulky feeds). The company uses #terage silos, which are
technologically outdated and less convenient, boiit a large number of bred cows.
The company has invested money in the divisiorssilbit can find funding to complete
the investment, there feed would be save whichammabed during storage and cannot be

used as feed for high-production dairy cows.

The company also invested great resources for tidemization of housing and milking.
Milking modernizing solved the problems with theatity of milk and health problems
that were affecting the old milking. Due to a newlkmg parlour were costs of electricity

reduced consumed during milking and better usingj@hfectants.

Another recommendation is better using of the moided housing cows. The company
has reached a high welfare, due to modernizing Btdhle, the animals are clean, they
have ample space for relaxation, for ruminationfddmnately, the stable capacity is not
fully utilized. Both cowsheds have a capacity obatb350 pieces, which is by 60 more
than accommodated today. It would be decrease pestbtre of sale milk if the number

of cows were decrease. Depreciation, staff costso#tmer costs would decrease.
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The company has optimized costs in 2008 by conatmdy heifers's breeding in one place
together with the cows. This is a fully utilized chane park, which is sufficient
for heifers's needs and cows's needs. The compagdved the money which can invest

and can optimization calves breeding in individoaxes.

The company bought new individual boxes for caleg the company disinvested
in improving the quality of the outdoor environmemere are individual boxes placed
outside. This leads to a permanent wetting andaooimation of the surrounding boxes
and born calves have often diarrhoea and they rsuifem respiratory disease.
The proposal is to strengthen the area arounddkedyconcrete panels).

The important optimization is to increase the lontyeof cows, because of their premature
removal (for various reasons) reduces the profitgtmf farming not only because of their
greater heifer's needs but also because of inogadi depreciation cows. The question
of longevity is in my view the most complicatedchase it is the sum of many factors that
affect longevity (calves, heifers, the antenataftique and preparation for childbirth,
self-parturition, etc.). If company will improvedtltalves's breeding and heifers's breeding
which is crucial for breeding cows, that companyl @ecrease calves's losses, can then
sell. At the same time the company can profit biirge heifers which the company does
not use to cows and finally the company decreasesdepreciation of cows and gets

long-lived efficient cows.

Milk production is generally the biggest problemaafr agriculture. This is because even
with a high technological level is it physically danding. Physical intensity is given
by the fact that during the production of milk iscessary to manipulate large quantities
of bulk feed, bedding and manure. Milk is producedelatively unfavourable external
and internal working environment, regardless ofileather, of the amount of dirt and dust
must be running to run every day. Milk producers flly dependent on manufacturing
(dairy) which takes milk every day or other day andairy is less active and cannot trade
milk products, it has a clear impact on farmerppdiers of raw materials. Milk production
is a set of sub-processes: production of livestegdd and concentrated feed, long-term
storage of feed, calves's breeding and young catdeding (heifers), breeding of cows,
milking, milk storage, and not ensuring the fleetgood repair and services (repairs,
transport, etc.). These activities are not linkeceach other seamlessly. The fact is that

workers in the sub activities overlap and someiglaattivities underway at the same time.
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Due to they are not implemented on the top levat,mhostly just average. The term milk
production is not just own dairy cow to produce knibut dairy cow is ending a string
of activities that cannot be separated from thewnomilk and most importantly:
if the articles do not carried out a string of highel, true and well, then it is not possible
to realize the final product at the highest leviglilk production is not historically
profitable, therefore staff in animal production doot properly remunerated.

And unfortunately it has an impact on the qualityvork.

Who wants to breed cows for milk production, have t

« Breeding locates in area, where are the conditionshe plant production (corn,
alfalfa or other forage)

* To realized stables for cattle technically withaefjto housing options for how —
bedding straw or straw manure production or howsedrids with the production
of manure

* To allow for handling feed and manure and not fbstdistance from the barn, but
chiefly by the possibility of storage and applioas on arable land

* Consider the distance and size of dairy

« To determine the right size business and to ensurgh level breeding of dairy

COWwSs
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CONCLUSION

The aim of the bachelor thesis, which is dividetb isix parts, was the analysis of costs
and vyields of milk production in the period 2002609 and the proposal of their
optimization in the company ZEAS Béanov, Inc.

In the theoretical base has been described consegplsas financial analysis and its types,
analysis of financial ratios, Altman's model, balarsheet, profit and loss statement, cash
flow statement, assets, liabilities, costs, yieldspnomic result etc. It was on the basis

studied literature.

In the second part was described the company ZEA%W Inc., its object of business,
organizational structure, production schedule aWd0S analysis of which are obvious

strengths and weaknesses of company, opportuattigéshreats for the company.

The financial analysis of ZEAS Béanov, Inc. for theriod 2007 — 2009 was carried out
in the third part. Data for analysis were obtairfesin company financial statements,

I.e. balance sheet, profit and loss statementf@ddmpany's annual report.

It was found by balance sheet analysis that the &stsets and liabilities in the monitored
period decrease. The reason for the decrease etsasas mainly a reduction in the basic
herd, reduction in tangible fixed assets (saleooflgsine and pickup truck) and the decrease
in short-term financial assets (part of subsid@s2009 were paid in 2010). The decrease

in liabilities was due to the decrease of bank $oamd long-term liabilities.

The analysis of profit and loss statement was fotlvad sales fluctuate in the monitored
period. The negative impact of mild downturn inesain 2009 was reduced by increasing
of added value. Interest expenses have decreasatge vdue to decreasing debt
of the company. The increase in costs was duestogriprice of feed mixtures, mineral
products, pharmaceuticals and disinfectants in 200 decrease in costs was due to
decrease in material and staff costs in 2009. Tyaddls in the monitored period decreased
due to the Europe-wide decrease in milk price. fdadization price of milk, which was
higher than costs per litre of milk, had an impfactthe positive economic result (profit)

in 2007. In 2008 and 2009 the costs per litre dkwiere higher than the realization price
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of milk and it had among others an impact for negaeconomic result (loss) in these
years.

The analysis of financial ratios it was found tipabfitability ratios are low. In 2008
and 2009 even negative, because the company makegsofit but a loss. Indicators
of activity showed that turnover time of receivabiacreases, i.e. that the number of days
increases that customers are in debt, which isuiade for the company. Payables
turnover ratio is increasing, but the repaymentiqgoerof liabilities is shorter than
the repayment period of receivables. Total debth@ monitored period is gradually
increasing but is still low. It is clear that thengpany's largely using its own financial
resources and less strange financial resourcescabods of liquidity showed that
a continued downward trend in the current and quitio company could be in problem
in the future to meet its liabilities. Cash rat® for the all monitored period above
the desired level, i.e. the company is currentlghle to pay due debts.

The financial situation of company was assessedlbyan's model. The company was
successful, was in the zone of prosperity in 2aQ@& company was not successful, but had
not problems, was in the gray zone in 2008 and 2009

In the fourth part were analyzed of costs and gieddl milk production in the period
2003 — 2009. Data were drawn from internal recarfdhe realization price of milk, costs
and yields of the centre of milk production. It wiasind that the total costs to produce
1 litre of sale milk were lower than the realizatiprice in 2005 and 2007. The company
made a profit from their own milk production. Costsproduce 1 litre of milk exceeded
the realization price in the other monitored yedree most in 2009 when the price
decreased by more than 2 CZK per litre of milk.crivas minimal in history, was
5,83 CzKl/litre of milk. Total yields per litre ofate milk were lower than the realization
price, by 1,69 CZK/litre of milk in 2008. The compacreated the loss. In the other
monitored period yields exceeded the realizatioicepr The most in 2003, about
0,94 CzKl/litre of milk

The impact of changes in market price milk on tleeporate economy was evaluated
in the fifth part. Costs of 1 litre of milk exceati¢éhe realization price of milk in 2008
and 2009. It had the impact of negative economstilte The realization price of milk

in the company ZEAS Banov, Inc. compared with thepublic's average price
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of approximately 7,15 CZK/litre in 2010. It is unndbe national average. Even at this price
the company is not profitable from milk productiofnd it is not good for company's

financial health.

The sixth part is recommendations of measures tluce costs and increase yields

of milk in the next period. Poor economic situatio agriculture has influence on it.

| find in the connection with the theme of my bdonéhesis in relation to the commodity
milk very disappointing that the milk and its pratis with higher added value we can
produce in our country but we are under the pressidirthe growing import. It should
achieve the support of domestic consumption ofydpnoducts and milk good results
of the domestic market would be increased. The @Guowent and the Ministry

of agriculture should support Czech farmers mok@event the import from abroad.
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ABSTRACT

Miroslava VYKOUKALOVA, The analysis of costs and yields of milk production
in the period 2003 — 2009 and the proposal of rth@ptimization in the company
ZEAS Banov, InBachelor thesis. European Polytechnic Institutd, Kiunovice

Supervisor: Ing. Ladislav Kozubik

Keywords: financial analysis, financial ratios, icators of profitability, activity, debt,
liquidity, market value, Altman's model, balancest) profit and loss statement, cash flow
statement, assets, liabilities, costs, yields, egoa result, SWOT analysis, optimization.

This bachelor thesis deals with the analysis oftc@nd yields of milk production
in the period 2003 — 2009 in the company ZEAS Barpg. and the financial analysis
of this company in the period 2007 — 2009. Theepart keywords explained in the first
part, e.g. financial analysis, profitability ratjogctivity, debt, liquidity, including
the method of calculation of indicators, asse@hilities, costs, yields, economic result,
SWOT analysis. The next part describes the charaat®n of firm. It is made horizontal
and vertical analysis of balance sheet and of fpaoid loss statement, analysis of financial
ratios and analysis costs and yields of the cemitmmilk production. It is based on data
obtained from financial statements of the compdrhe financial situation of company is
assessed by Altman's model. The final part cont@mnevaluation of the impact of changes
in market prices of milk on the corporate economyg aecommendations on measures

to reduce costs and increase yields of milk innéet period.
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LIST OF ABBREVIATIONS

% Percent

U On average

CF Cash flow statement

CR Czech Republic

CSc. Candidate of Sciences (academically degree)
CSN Czech system norms (Czech technical norm)
CzZK Czech crown

e.g. For example

EAT Earnings after taxes

EBIT Earnings before interest and taxes

EBT Earnings before taxes

EPS Earnings per share

ER Economic result

EU European Union

etc. Et cetera / And so on

HAACCP Hazard Analysis and Critical Control Poirtshe international standard
defining demands for food safety management syste

le. This means / That is

IN Identification number

Inc. Joint-stock company

Ing. Engineer (academically degree)
kg Kilogram (unit of measure)

I Litre (unit of measure)

Ltd. Limited company

M/B Market to book ratio

no. Number

p. Page

P/E Price earnings ratio

ROA Return on assets

ROCE Return on capital employed
ROE Return on common equity
ROI Return on investment
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ROS Return on sales

SWOT SWOT analysis: Strengths, Weaknesses, Oppbes, Threats
thous. Thousand

TIN Tax identification number

VAT Value added tax
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Annex no. 1: Balance sheet in the full version of ay 31.12.2007, 31.12.2008
and 31. 12. 2009 (in thousands CZK), ZEAS Béanoinc.

BALANCE SHEET
in the full version
of day 31. 12. 2007, 31. 12. 2008 and 31. 12. ZD0®housands CZK)
ZEAS Banov, Inc., Banov 676, 687 54 Banov, IN 6(7%5

TOTAL ASSETS (line 002 + 003 + 031 + 06 001 18C.672| 171.26°| 163.97!

A. Receivables for subscribed capit: 00z 0 0 0
B. Fixed assets(line 004 + 013 + 02! 003 133.92:| 136.46¢| 129.03
B. | Intangible fixed assets(line 005 to 012 004 83¢ 72¢ 612
B. I. 1 [Preliminary expens 00t 0 0 0
2 | Research and developm: 00¢€ 0 0 0

3 | Software 007 0 0 0

4 | Valuable right 00¢& 744 64C 537

5 | Goodwiill 00¢ 0 0 0

6 | Other intangible fixed ass 01C 92 88 75

7 | Intangible fixed assets under construc 011 0 0 0

8 | Prepayments for intangible fixcasset 01z 0 0 0

B. |l Tangible fixed assets (line 014 to 02 01z 115.05¢| 118.38:| 108.64«
B. II. 1 |Lanc 014 491 511 832
2 | Structure 01¢& 87.10¢| 95.32(| 94.84:

3 | Individual movable assets and sets of movable g 01€ 21.08° 17.25: 8.30(

4 | Cultivated aree 017 0 0 0.

5 | Basic livestoc 01¢€ 6.36¢ 5.30( 4.37:

6 | Other tangible fixed asst 01¢ 0 0 0

7 | Tangible fixed assets under construc 02C 0 0 294

8 | Prepayments for tangible fixed as: 021 0 0 0

9 | Valuation difference on acquiredset: 022 0 0 0

B. Il Long-term financial assets (line 024 to 03 02: 18.03: 17.35] 19.78:
B. 1ll. 1 | Equity investments in subsidiar 024 13¢ 482 2.90¢
2 | Equity investments in associs 02t 0 0 0

3 | Other securities and investme 02€ 17.89¢ 16.87¢ 16.87¢

4 | Loans and loans controlled entitie, associated compan 027 0 0 0

5 | Other lon+term financial asse 02¢ 0 0 0

6 | Acquisition lon¢-term financial asse 02¢ 0 0 0

7 | Prepayments for loi-term financial asse 03C 0 0 0

C. Current assets (line 032 + 039 + 048 + 0. 031 45.321| 34.73¢| 34.92:
C. | Stocks (line 033 to 03¢ 03z 25.70¢| 14.56¢| 10.30¢
C. I. 1 |Materia 032 5.96: 3.791 3.55(
2 | Work in progress and semifinished go 034 1.03( 83t 382

3 | Product 03¢t 11.13¢ 6.227 3.76¢

4 | Animals 03¢ 7.571 3.71: 2.617

5 | Good: 037 0 0 0

6 | Prepayments for inventc 03¢ 0 0 0

C. |l Long-term receivables (line 040 to 04 03¢ 0 5.43] 3.50¢
C. 1l 1 | Trade receivable 04cC 0 0 3.50¢
2 | Receivable - controlling and managir persor 041 0 5.43i 0

3 | Receivable - associated compan 04z 0 0 0

4 | Receivables from partners and association met 043 0 0 0

5 | Long-term prepayments ma 044 0 0 0

6 | Unbilled revenu 04t 0 0 0

7 | Other receivable 04¢€ 0 0 0

8 | Deferred tax ael 047 0 0 0

C. |l Short-term receivables (line 049 to 05 04¢ 13.91: 12.98:| 20.76¢
C. lll. 1 |Trade receivable 04¢ 7.50¢ 8.84i 17.87(
2 | Receivable - controlling and managir persol 05C 50C 77C 90¢&

3 | Receivable - associated compan 051 0 0 0

4 | Receivables from partners and association met 052 0 0 0

5 | Social security and health insura 052 0 0 0

6 | State- tax receivable 054 9¢ 161 1.86:

7 | Shor-term prepayments ma 05E& 8 8 4

8 | Estimated receivabl 05€ 5.67( 0 124

9 | Otherreceivable 057 12¢ 3.19i 3
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C. V. Short-term financial assets (line 059 to 06 05¢ 5.70¢ 1.75: 337
C. IV. 1 |Casl 05¢ 6¢ 54 7€
2 | Bank accoun 06C 5.63¢ 1.69¢ 261
3 [ Shor-term securities and sha 061 0 0 0
4 | Acquisition shol-term financial sset 062 0 0 0
D. Other asset - temporary asset accounti (line 64) 063 1.42¢ 59 14
D. | Accruals (line 065 to 067 064 1.42¢ 59 14
D. I. 1 | Deferred expens 06E& 1.41% 41 14
2 | Complex deferred expen: 06€ 0 0 0
3 | Accrued incom 067 9 18 0
TOTAL LIABILITIES (line 069 + 086 + 119) 06¢& 180.67:| 171.26"| 163.97!
A. Equity (line 070 + 074 + 079 + 082 + 0O¢ 06¢< 155.88 | 143.57:| 137.33¢
A | Share capital (line 071 to 07 07C 164.87¢| 164.87¢| 164.87¢
1 | Share capit: 071 164.87¢| 164.87¢| 164.87¢
2 | Own shares-) 07z 0 0 0
3 | Change in share capi 07z 0 0 0
A. L. Capital funds (line 075 to 07€ 074 -9¢ 247 2.671
A. Il. 1 [Share premiul 07t 0 0 0
2 | Other capital func 07€ 0 0 0
3 | Revaluatin of assets and liabiliti 077 -9¢ 247 2.671
4 | Revaluation athe transformation 07¢ 0 0 0
Reserve funds, indivisible fund and other funds frm
A. L. profit (line 080 + 081) 079 1.250 1.250 1.250
A. lll. 1 | Statutory reserve fund / Indivisible id 08C 1.25( 1.25( 1.25(
2 | Statutory and other fun 081 0 0 0
A. IV. Economic result from past years(line 083 + 084 082 -16.78t¢ -9.88¢| -22.80:
A. 1IV. 1 | Retained earnings from past ye 08z 0 0 0
2 | Accumulated lossi 084 -16.78¢ -9.88¢| -22.80:
Economic result for the current period (+/-)
A Ve | line 001 - (+ 070 + 074 + 079 + 082 + 086 + 119)/ . Blety LERIg =EEEl
B. Foreian source: (line 087 + 092 + 103 + 11 08€ 24.78:| 27.69(| 26.44:
B. I Reserves (line 088 to 09 087 184 0 0
B. [I. 1 [Reserves under special legisla 08¢ 0 0 0
2 | Provision for pensions and similar obligati 08¢ 184 0 0
3 [ Provision for income te 09C 0 0 0
4 | Other reserve 091 0 0 0
B. |l Long-term liabilities (line 093 to 102 092 1.29¢ 1.15¢ 0
B. Il. 1 |Trade payable 09z 0 0 0
2 | Liabilities - controlling and managir persol 094 0 0 0
3 | Liabilities - associated compan 09t 0 0 0
4 | Payables to partners and association mer 09€ 0 0 0
5 | Long-term prepayments receiv 097 0 0 0
6 | Bondsissues 09¢ 0 0 0
7 | Long-term notes payab 09¢ 0 0 0
8 | Estimated payabl 10C 0 0 0
9 | Other liabilities 101 171 35 0
10 | Deferred tax liabilit 10z 1.12% 1.12: 0
B. Il Short-term liabilities (line 104 to 114 103 8.73¢ 15.81¢| 22.02¢
B. Ill. 1 [Trade payable 104 6.741 13.49: 17.87¢
2 | Liabilities - controlling and managir persol 10& 0 0 0
3 | Liabilities - associated compan 10¢€ 0 0 0
4 | Payables to partners and association mer 107 0 0 0
5 | Payables to employe 10¢ 56¢€ 562 40t
6 | Sccial security and health insurance payz 10¢ 25¢F 26C 207
7 | State- tax payables and subsic 11C 42% 21¢ 592
8 | Shor-term prepayments receiv 111 703 1.152 1.51(
9 | Bonds issue 112 0 0 0
10 | Estimated payabli 11z 18 23 1.41¢
11| Other liabilties 114 24 10¢ 1¢
B. IV. Bank loans and borrowings (line 116 to 11: 11E 14.57( 10.71: 4.41¢
B. IV. 1 |Long-term bank loar 11¢€ 11.57( 7.71% 1.59¢
2 | Shor-term bank loar 117 3.00( 3.00( 2.82:
3 | Borrowings 11€ 0 0 0
C. Other liabilities - temporary liability accounts (line 120° 11¢ 1 4 19¢
C. | Accruals (line 121 + 122 12C 1 4 19¢
C. I. 1 | Accrued expens 121 0 0 19¢
2 | Deferred incom 122 1 4 0

Source: [25 — 27]
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Annex no. 2: The horizontal analysis of balance skein the full version in the period
2007 — 2009, ZEAS Béanov, Inc.

HORIZONTAL ANALYSIS OF BALANCE SHEET
in the full version

ZEAS Banov, Inc., Banov 676, 687 54 Banov, IN 65

TOTAL ASSETS 5,21 % | -4,26% -9.40¢ -7.29:
A. Receivables for subscribed capiti 0,00%| 0,00% 0 0
B. Fixed asset 1,90 %| -5.45% 2.54¢ -7.43:
B. | Intangible fixed asset -12,92 % | -15,93 % -10¢ -11¢
B. I. 1 |Preliminary exense
2 | Research and developm
3 | Software
4 | Valuable right -13,98%| -16,09 % -104 -102
5 [ Goodwill
6 | Other intangible fixed ass: -4,35%| -14,77Y% -4 -13
7 | Intangible fixed assets under construc
8 | Prepayments fointangible fixed asse
B. |l Tangible fixed asset 289 %| -823% 3.32¢ -9.74(
B. II. 1 |Lanc 4,07%| 62,82Y% 2C 321
2 | Structure 9,43 %| -0,50 % 8.2117 -47¢
3 | Individual movable assets and sets of movable s -18,18%| -51,89 % -3.83¢ -8.95¢
4 | Cultivated arec
5 | Basic livestoc -16,78 ¥ | -17,42 Y -1.06¢ -92¢
6 | Other tangible fixed asst
7 | Tangible fixed assets under construc 294
8 | Prepayments for tangible fixed as:
9 | Valuation difference on acquired as:
B. Il Long-term financial asset: -3.74 % | 13,97 % -674 2.42¢
B. Ill. 1 [ Equity investments in subsidiar 254,41 9| 502,90 ¥ 34¢€ 2.42¢
2 | Equity investments in associs
3 | Other securities and investme -5, 70 % 0,00 % -1.02( 0
4 | Loans ard loans- controlled entitie, associate:
5 | Other lon«term financial asse
6 | Acquisition lonc¢-term financial asse
7 | Prepayments for lor-term financial asse
C. Current assets -23,35 % 0,53 % | -10.58¢ 18t
C. I Stacks -43,34 % | -29.23 % | -11.14: -4.257
C. I. 1 |Materia -36,41%| -6,36% -2.171 -241
2 | Work in progress and semifinished go -18,93 % | -54,25 Y% -19¢ -45¢
3 | Product -44,10% | -39,52 % -4.91: -2.461
4 | Animals -51,00% | -29,68 % -3.86¢ -1.10:
5 [ Good:
6 | Prepayments for inventc
C. 1. Long-term receivables -35,46 % 5.43i -1.92¢
C. Il. 1 |Trade receivable 3.50¢
2 | Receivable - controlling and managit persol -100,00 % 5.43i -5.43%
3 | Receivable - associated compan
4 | Receivables from partners and association men
5 | Long-term prepayments ma
6 | Unbilled revenu
7 | Other receivable
8 | Deferred tax ass
C. 1. Short-term receivables -6,67 % | 59,97 % -92¢ 7.78¢
C. Ill. 1 [Trade receivabl¢ 17,82 %| 101,99 ¢ 1.33¢ 9.02:%
2 | Receivable - controlling and managit persol 5400%| 1753Y% 27C 13t
3 | Receivable - associated compan
4 | Receivables from partners and association met
5 | Social security and health insura
6 | State- tax receivable 62,63 ¥ [1057,1«% 62 1.70z
7 | Shor-term prepayments ma 0,00 %| -50,00 ¥ 0 -4
8 | Estimated receivabl -100,00 % -5.67( 124
9 | Other receivable 2457.6(% | -99,91 % 3.072 -3.19¢
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C. IV. Short-term financial asset: -69,27 % | -80,78 % -3.95] -1.41¢
C. IV. 1 |Casl -21,74%| 40,74 ¢ -1E 22
2 | Bank accoun -69,.85%| -84,64Y% -3.93¢ -1.43¢
3 | Stort-term securities and sha
4 | Acquisition shol-term financial asse
D. Other asset - temporary asset account -95,86 % | -76,27 % -1.363 -45
D. | Accruals -95,86 % | -76,27 % -1.367 -45
D. I. 1 | Deferred expens -97,11%| -65,85Y% -1.37¢ -27
2 | Complex deferred expen:
3 | Accrued incom 100,00 % | -100,00 %, 9 -18
TOTAL LIABILITIES 5,21 % | -4,26 % -9.40¢ -7.292
A. Equity -790%| -434%| -12.31¢ -6.237
A L Share capita 0,00 % 0,00 % 0 0
1 | Share capit: 0,00 % 0,00 % 0 0
2 | Own shares-)
3 | Change in share capi
A. . Capital funds -349,49 %| 981,38 % 34¢€ 2.42¢
A. Il. 1 [Share premiul
2 | Other capital func
3 | Revaluation of assets and liabilil -349,49 %| 981,38 & 34¢ 2.42¢
4 | Revaluation athe transformation
A. Il Reserve funds, indivisible fund and other funds frm 0,00 % 0,00 % 0 0
A. lll. 1 | Statutoy reserve fund / Indivisible fui 0,00 % 0,00 % 0 0
2 | Statutory and other fun
A. V. Economic result from past year -41,09 % | 130,6:% 6.89¢| -12.91¢
A. IV. 1 |Retained earnings from past ye
2 | Accumulated loss: -41,09%| 130,61 ¢ 6.89¢| -12.91¢
A. V. Economic resultfor the current period (+/-) -294,42 %| -32,94 % | -19.55¢ 4.25¢
B. Foreign source: 11,73 %| -4,51 % 2.90¢ -1.24¢
B. I Reserve: -100,00 % -184 0
B. I. 1 |Reserves under special legisla
2 | Provision for pensins and similar obligatiol -100,0( % -184
3 [ Provision for income t¢
4 | Other reserve
B. Il Long-term liabilities -10,51 % | -100,00 % -13¢€ -1.15¢
B. Il. 1 |Trade payable
2 | Liabilities - controlling and managir persol
3 | Liabilities - associated compan
4 | Payables to partners and association mer
5 | Long-term prepayments receiv
6 | Bonds issue
7 | Long-term notes payab
8 | Estimated payabl:
9 | Other liabilities -7953 % | -100,00 % -13¢€ -3E
10 | Deferred tax liabilit 0,00 % | -100,00 %| 0 -1.12%
B. Il Short-term liabilities 81,08 % | 39,24 % 7.08: 6.207
B. Ill. 1 |Trade payable 99,97 %| 32499 6.74°f 4.38:
2 | Liabilities - controlling and managir persol
3 | Liabilities - associated compan
4 | Payables to partners and association mer
5 | Payables to employe -0,53 % | -28,06 ¥ -3 -15¢
6 | Social security and health insurance pay: 1,96 %| -20,38 ¥ 5 -53
7 | State- tax payables and subsic -48,23 % | 170,32 % -204 37:¢
8 | Shor-term prepayments receiv 64,01%| 30,96 Y% 45C 357
9 | Bonds issue
10 | Estimated payabl 27,78 ¥ | 6065,22 % 5 1.39¢
11| Other liabilities 354,17 9| -82,57 Y 85 -9C
B. IV. Bank loans and borrowing -26,47 % | -58,79 % -3.851 -6.29¢
B. IV. 1 |Longterm bank loar -33,34%| -79.35¢% -3.857 -6.12(
2 | Shor-term bank loar 0,00%| -5,93Y% 0 -17¢
3 | Borrowings
C. Other liabilities - temporary liability accounts 300,00 %| 4850,00 % 3 194
C. I Accruals 300,00 %| 4850,00 % 3 194
C. |. 1 [Accrued expens 300,00 9| 4850,00 % 3 194
2 | Deferred incom

Source: [25 - 27]
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Annex no. 3: The vertical analysis of balance she@t the full version in the period
2007 — 2009, ZEAS Béanov, Inc.

VERTICAL ANALYSIS OF BALANCE SHEET
in the full version

ZEAS Banov, Inc., Banov 676, 687 54 Banov, IN 65

TOTAL ASSETS 100,00 % 100,00 % 100,00 %
A. Receivables for subscribed capit: 0,00 % 0,00 % 0,00 %
B. Fixed asses 74,12 % 79,68 % 78,69 %
B. | Intangible fixed asset 0,46 % 0,43 % 0,37 %
B. I. 1 |Preliminary expens
2 | Research and developm
3 | Software
4 | Valuable right 0,41 % 0,38 ¥% 0,32 %
5 [ Goodwill
6 | Other intangible fixed ass: 0,05 % 0,05 % 0,05 %
7 | Intangible fixed assets under construc
8 | Prepayments for intangible fixed as:
B. |l Tangible fixed asset 63,68 % 69,12 % 66,26 %
B. II. 1 |Lanc 0,27 % 0,30 % 0,51 %
2 | Structure 48,21 Y 55,66 ¥ 57,84 ¥
3 | Individual movable assets and sets of movable ¢ 11,67 % 10,07 ¥ 5,06 %
4 | Cultivated arec
5 | Basic livestoc 3,53 % 3,09 % 2,67 %
6 | Other tangible fixed assi
7 | Tangible fixed assets under construc 0,00 % 0,00 % 0,18 %
8 | Prepayments fitangible fixed asse
9 | Valuation difference on acquired as:
B. Il Long-term financial asset: 9,98 % 10,13 % 12,06 %
B. Ill. 1 | Equity investments in subsidiar 0,08 % 0,28 % 1,77 %
2 | Equity investments in associs
3 | Other secrities and investmer 9,90 % 9,85 % 10,29 ¥
4 | Loans and loans controlled entitie, associate:
5 [ Other lon+term financial asse
6 | Acquisition lonc¢-term financial asse
7 | Prepayments for loi-term financial asse
C. Current assets 25,09 % 20,29 % 21,30 %
C. | Stocks 14,23 % 8,51 % 6,28 %
C. I. 1 |Materia 3,30 % 2,21 % 2,16 %
2 | Work in progress and semifinished go 0,57 % 0,49 % 0,23 %
3 | Product 6,17 % 3,64 % 2,30 %
4 | Animals 4,19 % 2,17 % 1,59 %
5 [ Good:
6 | Prepayments for inventc
C. 1. Long-term receivables 0,00 % 3,17 % 2,14 %
C. 1 1 [ Trade receivable 0,00 % 0,00 % 2,14 %
2 | Receivable - controlling and managit persol 0,00 % 3,17 % 0,00 %
3 | Receivable - associated compan
4 | Receivables from partners and association met
5 | Long-term prepayments ma
6 | State- tax receivable
7 | Other receivable
8 | Deferred tax ass
C. Il Short-term receivables 7,70 % 7,59 % 12,67 %
C. Ill. 1 [Trade receivabl¢ 4,16 % 5,18 % 10,90 ¥
2 | Receivable - controlling and managir persol 0,28 % 0,45 % 0,55 %
3 | Receivable - associated compan
4 | Receivables from partners and association met
5 | Social security and health insura
6 | State- tax receivable 0,05 % 0,09 % 1,14 %
7 | Shor-term prepayments ma
8 | Estimated receivabl 3,14 % 0,00 % 0,08 %
9 | Other receivable 0,07 % 1,87 % 0,00 %
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C. IV. Short-term financial asset: 3,16 % 1,02 % 0,21 %
C. IV. 1 |Cest 0,04 % 0,03 % 0,05 %
2 | Bank accoun 3,12 % 0,99 ¥ 0,16 %
3 [ Shor-term securities and sha
4 | Acquisition shol-term financial asse
D. Other asset - temporary asset account 0,79 % 0,03 % 0,01 %
D. | Accruals 0,79 % 0,03 % 0,01 %
D. I. 1 | Deferred expens 0,79 % 0,02 % 0,01 %
2 | Complex deferred expen:
3 | Accrued incom 0,00 % 0,01 % 0,00%
TOTAL LIABILITIES 100,00 % 100,00 % 100,00 %
A. Equity 86,29 % 83.,8:% 83,75 %
A | Share capita 91,26 % 96,27 % 100,55 %
1 | Share capit: 91,26 ¥ 96,27 ¥ 100,55 ¢
2 | Own shares-)
3 | Change in share capi
Al Capital funds -0,05 % 0,14 % 1,63 %
A. Il. 1 | Share premiul
2 | Other capital func
3 | Revaluation of assets and liabilil -0,05 ¥ 0,14 % 1,63 Y%
4 | Revaluation athe transformation
A. L. Reserve funds, indivisible fund and other funds frm 0,69 % 0,73 % 0,76 %
A. lll. 1 [ Statutory reserve fund / Indivisible fu 0,6€ % 0,73 % 0,76 %
Statutory and other fun
A. V. Economic result from past year -9,29 % -5,77 % -13.91 %
IV. 1 | Retained earnings from past ye
2 | Accumulated loss: -9,29 ¥ 5,77 Y% -1391 9
A. V. Economic resultfor the current period (+/-) 3,68 % -7,54 % -5,28 %
B. Foreian source: 13,71 % 16,17 % 16,13 %
B. I Reserve: 0,10 % 0,00 % 0,00 %
B. I. 1 [ Reserves under special legisla
2 | Provision for pensions and similar obligati 0,10 % 0,00 % 0,00 %
3 | Provision forincome ta
4 | Other reserve
B. |l Long-term liabilities 0,71 % 0,68 %
B. 1l 1 | Trade payable
2 | Liabilities - controlling and managir persoi
3 | Liabilities - associated compan
4 | Payables to partners and association mer
5 | Long-term prepayments receiv
6 | Bonds issue
7 | Long-term notes payab
8 | Estimated payabl
9 | Other liabilities 0,09 % 0,02 % 0,00 %
10 | Deferred tax liabilit 0,62 % 0,66 % 0,00 %
B. Il Short-term liabilities 4,84 % 9,24 % 13,44 %
B. Illl. 1 | Trade payable 3,74 % 7,89 % 10,90 ¥
2 | Liabilities - controlling and managir persol
3 | Liabilities - associated compan
4 | Payables to partners and association mer
5 | Payables to employe 0,31 % 0,33 % 0,26 %
6 | Social security and health insurance pay: 0,14 % 0,15 % 0,13 %
7 | State- tax payables and subsic 0,24 % 0,13 % 0,36 %
8 | Shor-term prepayments receiv 0,39 % 0,67 % 0,92 %
9 | Bonds issue
1C | Estimated payabl 0,(1 % 0,01 % 0,86 %
11 | Other liabilities 0,01 % 0,06 % 0,01 %
B. IV. Bank loans and borrowings 8,06 % 6,25 % 2,69 %
B. IV. 1 |Long-term bank loar 6,40 % 4,50 % 0,97 %
2 | Shor-term bank loar 1,66 Y% 1,75% 1,72 %
3 | Borrowings
C. Other liabilit ies- temporary liability accounts 0,00 % 0,00 % 0,12 %
C. | Accruals 0,00 % 0,00 % 0,12 %
C. |. 1 [Accrued expens 0,00 % 0,00 % 0,12 %
Deferred incom

2
Source: [25

—27]
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Annex no. 4: Profit and loss statement in the fullversion of day 31.12.2007,
31.12. 2008 and 31. 12. 2009 (in thousands CZKEAS Banov, Inc.

PROFIT AND LOSS STATEMENT
in the full version
of day 31. 12. 2007, 31. 12. 2008 and 31. 12. Zb0thousands CZK)
ZEAS Béanov, Inc., Banov 676, 687 54 Banov, IN 6%
I. Sales of goods 01 0 0 0
A. Costs of goods sold 02 0 0 0
+ Gross margin (line 01 - 02) 03 0 0 0
Il Outputs (line 05 + 06 + 07) 04 38.176| 32.638/ 30.859
II. 1| Sales of own products and services 05 28.040] 38.411] 32.097
2 | Change in internally produced inventory 06 5.857 -9.266 -4.026
3 | Activation 07 4.279 3.493 2.788
B. Power consumption (line 09 + 10) 08 28.110] 30.176| 22.128
B. 1 | Consumed material and energy 09 23.278| 25.076| 17.533
B. 2 | Services 10 4.832 5.100 4,595
+ Added value (line 03 + 04 - 08) 11 10.066 2.462 8.731
C. Staff costs 12 12,519 10.515 9.677
C. 1 | Payroll costs 13 8.928 7.476 6.916
C. 2 | Remuneration to members of statutory bodies 14 297 285 300
C. 3 | Social security and health insurance costs 15 3.101 2.574 2.253
C. 4 | Social costs 16 193 180 208
D. Taxes and charges 17 1.316 1.476 1.341
E. Depreciation of intangible and tangible fixed asset 18 10.602 9.605 8.784
. Sales of fixed assets and material (line 20 + 21) 19 4.969 7.053 5.909
lll. 1| Sales of fixed assets 20 4,914 5.517 5.896
2 | Sales of material 21 55 1.536 13
Net book value of fixed assets and material sold
F. (line 23 + 24) 22 4.299 5.572 6.695
F. 1 | Net book value of sold fixed assets 23 4.270 4,119 6.693
F. 2 | Book value of sold material 24 29 1.453 2
G Char_lge in reserves and provisions relating to ojperat o5 182 -184 79
activities and complex deferred expenses
V. Other operating income 26 24972 10.458 6.277
H. Other operating expenses 27 3.145 3.774 4.082
V. Transfer of operating income 28 0 0 0
l. Transfer of operating expenses 29 0 0 0
Operating economic result
i /(||ione 11-?[2-17-18+19-22-25+26-27+(-28)-(-29)/ S0 s e e
VI. Proceeds from the sale of securities and invessnent 31 0 0 0
J. Cost of securities and investments sold 32 0 0 0
Income from non-current financial assets
VI | (line 34 + 35 + 36) 33 0 0 0
Vil 1 Income _from |r_1vestments in con_trol_led entities and 34 0 0 0
accounting units under substantial influence
VIl. 2 | Income from other non-current securities and inmesits 35 0 0 0
VIl. 3 | Income from other non-current financial assets 36 0 0 0
VIII. Proceeds from short-term investment 37 0 0 0
K. Costs of financial assets 38 0 0 0
IX. Income from revaluation of securities and derivegiv 39 0 0 0
L. Costs from revaluation of securities and derivatives 40 0 0 0
M. Charjge in reserves and provisions relating to fiinc a1 0 1.020 0
activities
X. Interest income 42 6 30 1
N. Interest expenses 43 827 812 456
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| O.  |Otherfinancialexpenses | 45 [ 2] 0] 0

| P |Transfer of financial expenses 47 | o] o] 0
Q. Income tax on ordinary activities (line 50 + 51) 49 1.977 293| -1.123
Q. 1 - due 50 255 293 0
Q 2 - deferred 51 1.722 0 -1.123

R. Extraordinary expenses 54 96 1.928 0
S. Income tax on extraordinary activities (line 56 + %) 55 0 0 0
S. 1 - due 56 0 0 0
S. 2 - deferred 57 0 0 0

Transfer of economic result to partners (+/-) 59 | o] o 0

Source: [28 — 30]
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Annex no. 5: The horizontal analysis of profit andloss statement in the full version
in the period 2007 — 2009, ZEAS Banov, Inc.
HORIZONTAL ANALYSIS OF PROFIT AND LOSS STATEMENT
in the full version
ZEAS Béanov, Inc., Banov 676, 687 54 Banov, IN 6%
l. Sales of goods
A. Costs of goods sold
+ Gross margin 0,00 %| 0,00 % 0 0
Il. Outputs -14.51 %| -5,45% -5.538 -1.779
II. 1| Sales of own products and services 36,99 % -16,44 %| 10.371 -6.314
2 | Change in internally produced inventory -258,20 %| -56,55 %| -15.123 5.240
3 | Activation -18,37 %| -20,18 % -786 -705
B. Power consumption 7,35 %| -26,67 % 2.066 -8.048
B. 1 | Consumed material and energy 7,72 %| -30,08 % 1.798 -7.543
B. 2 | Services 5,55 %| -9,90 % 268 -505
+ Added value -75,54 %| 254,63 % -7.604 6.269
C. Staff costs -16,01 %| -7,97 % -2.004 -838
C. 1 | Payroll costs -16,26 %| -7,49 % -1.452 -560
C. 2 | Remuneration to members of statutory bodies -4,04 %| 5,26 % -12 15
C. 3 | Social security and health insurance costs -16,99 %| -12,47 % -527 -321
C. 4 | Social costs -6,74 %| 15,56 % -13 28
D. Taxes and charges 12,16 %| -9,15 % 160 -135
E. Depreciation of intangible and tangible fixed asset -9,40 %| -8,55 % -997 -821
1. Sales of fixed assets and material 41,94 %| -16,22 % 2.084 -1.144
IIl. 1| Sales of fixed assets 12,27 % 6,87 % 603 379
2 | Sales of material 2692,73 % -99,15 % 1.481 -1.523
F. Net book value of fixed assets and material sold 29,61 %| 20,15 % 1.273 1.123
F. 1 | Net book value of sold fixed assets -3,54 %| 62,49 % -151 2.574
F. 2 | Book value of sold material 4910,34 % -99,86 % 1.424 -1.451
G Ch._ar_lge in reserves and provisions relating to ojpera 201,10 % -57,07 % -366 105
activities and complex deferred expenses
V. Other operating income -58,12 %| -39,98 %| -14.514 -4.181
H. Other operating expenses 20,00 % 8,16 % 629 308
V. Transfer of operating income
l. Transfer of operating expenses
* Operating economic result -235,76 %| -11,15 %| -18.729 1.202
VI. Proceeds from the sale of securities and invessnent
J. Cost of securities and investments sold
VII. Income from non-current financial assets 0,00 %| 0,00 % 0 0
Income from investments in controlled entities and
VIl. 1 . . S
accounting units under substantial influence
Vil 2 !ncome from other non-current securities and
investments
VIl. 3 | Income from other non-current financial assets
VIII. Proceeds from short-term investment
K. Costs of financial assets
IX. Income from revaluation of securities and derivegiv
L. Costs from revaluation of securities and derivatives
M. Char_lge in reserves and provisions relating to fii@nc 100,00 % 1.020 -1.020
activities
X. Interest income 400,00 % -96,67 % 24 -29
N. Interest expenses -1,81 %| -43,84 % -15 -356
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XI. Other financial income -21,27 %| -43,30 % -121 -194
O. Other financial expenses -100,00 % -2 0
XII. Transfer of financial income
P. Transfer of financial expenses
* Financial economic result 433,07 %| -85,16 % -1.100 1.153
Q. Income tax on ordinary activities -85,18 %| -483,28 % -1.684 -1.416
Q. 1 - due 14,90 %| -100,00 % 38 -293
Q. 2 - deferred -100,00 % -1.722 -1.123
*k Economic result from ordinary activities -317,61 %| -30,33 %| -18.145 3.771
XIII. Extraordinary income 40,84 %| -100,00 % 419 -1.445
R. Extraordinary expenses 1908,33 %4 -100,00 % 1.832 -1.928
S. Income tax on extraordinary activities 0,00 %| 0,00 % 0 0
S. 1 - due
S. 2 - deferred
* Extraordinary economic result -151,94 %| -100,00 % -1.413 483
T. Transfer of economic result to partners (+/-)
i Economic result for the current period (+/-) -294,42 %| -32,94 %| -19.558 4.254
o Economic result before tax (+/-) -246,43 %| -22,48 %| -21.242 2.838

Source: [28 — 30]
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Annex no. 6: The vertical analysis of profit and Iss statement in the full version
in the period 2007 — 2009, ZEAS Banov, Inc.

VERTICAL ANALYSIS OF PROFIT AND LOSS STATEMENT
in the full version

ZEAS Banov, Inc., Banov 676, 687 54 Banov, IN 65

I. Sales of goods
A. Costs of goods sold
+ Gross margin 0,00 % 0,00 % 0,00 %
Il Outputs 136,15 % 84,97 % 96,14 %
II. 1 | Sales of own products and services 100,00 % 100,00 % 100,00 %
2 | Change in internally produced inventory 20,89 % -24,12 % -12,54 %
3 | Activation 15,26 %) 9,09 % 8,68 %
B. Power consumption 100,25 % 78,56 % 68,94 %
B. 1 | Consumed material and energy 83,02 % 65,28 % 54,62 %
B. 2 | Services 17,23 % 13,28 % 14,32 %
+ Added value 35,90 % 6,41 % 27,20 %
C. Staff costs 44,65 % 27,37 % 30,15 %
C. 1 | Payroll costs 31,84 % 19,46 % 21,55 %
C. 2 | Remuneration to members of statutory bodies 1,06 % 0,74 % 0,93 %
C. 3 | Social security and health insurance costs 11,06 %) 6,70 % 7,02 %
C. 4 | Social costs 0,69 % 0,47 % 0,65 %
D. Taxes and charges 4,69 % 3,84 % 4,18 %
E. Depreciation of intangible and tangible fixed asset 37,81 % 25,01 % 27,37 %
Il. Sales of fixed assets and material 17,72 % 18,36 % 18,41 %
I1l. 1| Sales of fixed assets 17,52 %) 14,36 % 18,37 %)
2 | Sales of material 0,20 % 4,00 % 0,04 %
F. Net book value of fixed assets and material sold 15,33 % 14,51 % 20,86 %
F. 1 | Net book value of sold fixed assets 15,23 % 10,73 % 20,85 %
F. 2 | Book value of sold material 0,10 % 3,78 % 0,01 %
G Ch._ar_lge in reserves and provisions relating to ojpera 0.65 % -0,48 % 0,25 %
activities and complex deferred expenses
V. Other operating income 89,06 %) 27,23 % 19,56 %)
H. Other operating expenses 11,22 % 9,83 % 12,72 %
V. Transfer of operating income
l. Transfer of operating expenses
* Operating economic result 28,33 % -28,08 % -29,86 %
VI. Proceeds from the sale of securities and invessnent
J. Cost of securities and investments sold
VII. Income from non-current financial assets 0,00 % 0,00 % 0,00 %
Income from investments in controlled entities and
Vil. 1 ; . S
accounting units under substantial influence
Vil 2 _Income from other non-current securities and
investments
VIl. 3 | Income from other non-current financial assets
VIII. Proceeds from short-term investment
K. Costs of financial assets
IX. Income from revaluation of securities and derivegiv
L. Costs from revaluation of securities and derivatives
M. Ch._ar_lge in reserves and provisions relating to firgnc 0,00 % 2.66 % 0,00 %
activities
X. Interest income 0,02 % 0,08 % 0,00 %
N. Interest expenses 2,95 % 2,11 % 1,42 %
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XI. Other financial income 2,03 % 1,17 % 0,79 %
O. Other financial expenses 0,01 % 0,00 % 0,00 %
XII. Transfer of financial income
P. Transfer of financial expenses
* Financial economic result -0,91 % -3,52 % -0,63 %
Q. Income tax on ordinary activities 7,05 % 0,76 % -3,50 %
Q. - due 0,91 % 0,76 % 0,00 %
Q. - deferred 6,14 % 0,00 % -3,50 %
*k Economic result from ordinary activities 20,37 % -32,36 % -26,99 %
XIII. Extraordinary income 3,66 % 3,76 % 0,00 %
R. Extraordinary expenses 0,34 % 5,02 % 0,00 %
S. Income tax on extraordinary activities 0,00 % 0,00 % 0,00 %
S. - due
S. - deferred
* Extraordinary economic result 3,32 % -1,26 % 0,00 %
T. Transfer of economic result to partners (+/-)
b Economic result for the current period (+/-) 23,69 % -33,62 % -26,99 %
o Economic result before tax (+/-) 30,74 % -32,86 % -30,49 %

Source: [28 — 30]
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Annex no. 7: List of costs and yields of milk in tk period 2003 — 2009 (CZK without
VAT), ZEAS Béanov, Inc.

YEAR 2003 2004 2005 2006 2007 2008 2009
CZK without CZK without CZK without CZK without CZK without CZK without CZK without
VAT VAT VAT VAT VAT VAT VAT
DESCRIPTION per per per per per per per
total litre total litre total litre total litre total litre total litre total litre
of of of of of of of
milk milk milk milk milk milk milk
(S:F)o:rseurr;r;?ttlson Of 304.755 0,13 426.565 0,1 577.316 0,21 545.522 Q,18 368.297 0,13 365.414 0,1. 538.4047 0,19
gj%?ssuorngtl()n Of 491.077 0,21 676.737 0,2 746.646 0,27 808.634 Q0,27 627.129 0,22 431.799 0,1 264.824 0,P9
ggfgﬁ%@gg?ge%f 6.485.428 2,81 8.701.40 3,6p 7.111.9)8 2)60 86790 2,97 10.069.132 3,5 11.588.8(02 4,p3 8.484.6023,01
Consumption of
me_dicines and 438.992 0,19 613.711 0,2 1.121.520 0,41 1.127.8340,38 1.051.890 0,37 2.401.383 0,48 1.129.223 0,40
disinfections
OCt(t)]r:umptlon Of 505.599 0,22 198.574 0,0 194.033 0,07 388.391 0,13 639.381 0,22 516.717 0,1 253.109 0,09
Matel"iaj costs 8.225.851 3,56 10.616.99 4,4p 9.751.5B3 3|57 01566 3,94 12.755.829 4,44 15.304.109 568 10.680/l 3,78
Consumption of
e|eCt|‘ica| energy and 521.274 0,23 426.354 0,1 613.249 0,2 747.221 0,25 436.804 0,15 612.474 0,22 614.230 0,2
water
E(I)I"Setgttgg:ﬁeﬂal 8.747.125 3,79 11.043.35 4,59 10.364.762 3|79 0¥2726 4,19 13.192.633 4,5 15.916.583 5/81 113284 4,00
Repair and
gnqaLlj?['):anneaqcaengf 102.909 0,04 162.763 0,0 95.092 0,03 118.607 q,04 151.971 0,05 673.849 0,2 294.911 0,10
buildings
\?gteeerclir:g?yagedrwces 873.640 0,38 779.786 0,3 695.349 0,25 611.939 Q0,21 592.720 0,21 796.43( 0,29 512.327 0,18
lei?Jﬁ_:gcg rIT;%((:jhlnery, 0 0,00 4.000 0,00 0 0,0 42.48p 0,01 37.697 0jo1 00,00 0 0,00
Leasing 0 0,00 74.068 0,03 296.271 0,11 296.271 0,10 231.p0 0,08 0 0,00 0 0,00
COnneCtionS, phones 24.055 0,01 21.462 0,01 31.857 0,01 34.282 0j01 9225, 0,01 16.023 0,01 15.17y 0,01
(F?r?delzcstiegxlgﬁsagcter 259.040 0,11 188.194 0,0 302.043 0,11 442.970 Q0,15 178.282 0,06 427.224 0,1 379.633 0,13
TOtal Services 1.259.644 0,55 1.230.27 0,51 1.420.5p2 052 15546, 0,52 1.207.594 0,44 1.913.537 0,70 1.202.048 43
E%g.ll?gCTION 10.006.769 4,34 12.273.62 5,11 11.785.354 4131 9513327 4,71 14.400.227 5,01 17.830.11L0 6)50 124486 4,42
Staff costs 4.030.066 1,75 3.827.01. 1,5p 4.222.172 1/54 43804 | 1,59 4.345.110 1,51 4.669.565 1,70 4.456.187 58 1,
Depreciation fixed
and_ intangib|e assets, 2.677.419 1,16 2.345.36 0,98 2.527.1p2 0J92 20283 0,82 2.578.816| 0,9 2.598.0717 0,95 2.826.030 00 1,
basic herd
Net book value of
assets, materials, 2.519.117 1,09 1.700.53 0,71 2.756.487 1j01 24188 0,72 2.091.440) 0,79 2.055.546 0,75 1.835.193 65
animals
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Goods sold 0 0,00 0 0,00 0 0,00 q 0,0 0 0,do 0 0,00 424.907 ,15 (
Taxes and fees 0 0,00 37.606 0,02] 37.60 0,01 5.200 0,p0 4400 04,0 4.800 0,00 700 0,0
Other costs 143.016 0,06 35.397 0,0 36.549 0,01 15.083 0,01 2283 0,00 37.164 0,01 9.37% 0,00
Insurance, shortages 336.336 0,15 156.893 0,0 208.536 0,08 414.917 414 314.754 0,11 327.907 0,12 240.237 0,p9
and damages

Financial costs, othe 45.000 0,02 6.586) 0,04 4.67p 0,do 0,00 175 0,00 00,00 37.715 0,01
costs

OTHER COSTS 9.750.954 4,23 8.109.38 3,37 9.793.078 3/58 6% 3,27 9.348.323 3,24 9.693.039 3,54 9.830.344 48 3,
TOTAL COSTS 19.757.723| 8,56 20.383.014| 8,48 21.578.432| 7,89 23.646.515| 7,99 23.748.550 | 8,26 27.523.149| 10,04 | 22.316.787| 7,90
Sales of plant 0 0,00 55.359 0,02] 112.74 0,04 40.320 01 21.2000,01 131.672 0,05 58.07 0,0p
products

Sales of livestock 17.657.976 7,65 19.238.42 8,00 22.078.164 808 218311 7,84 23.778.83] 8,2f 22.941.889 8[37 162368| 5,83
products

Sales for animals 725.687 0,31 318.600 0,1 899.732 0,33 851.050 4,29 707.420 0,25 606.091 0,22 715.698 0,25
Sales of other custom 33575 0,01 0 0,00 q 0,0 15.750 0,01 37.786 0,01  10.689 0,00 42,577 0,07
products

Sales from the sale qf

fixed assets and basic 1.184.924 0,51 726.931 0,3 1.924.921 0,70 1.182.63 0,39 1.525.141] 0,59 1.287.788 0,47 1.790.944 4,63
herd

Sales from the sale af

materials, goods, 309.473 0,13 57.084 0,0 4545 0,90 54.966 0}02 .8807| 0,07 290.943] 0,11 1.217.6q7 0,43
services

Total sales 19.911.635 8,63 20.396.397 8,48 25.020.102 915 3225332 8,55 26.278.264 9,14 25.269.0p2 9[22 201283 7,19
Change in own

products — plant and| -2.422.474| -1,05 -2.416.27 -1,01 -3.673.3]7  -1[34 -2.839.199 | -0,96 -3.753.534  -1,31 -9.743.0p4  -3[55 -7.096.244 | -2,51
livestock

Change in animals -3.192.663| -1,38 -2.462.37 -1,0p -1.752.0f3  -0[64 -1.477.718| -0,50 -1.524.53 -0,58 -1.755.8p4  -0l64 -910.445| -0,32
Activation of f'X?d 4.144.650 1,80 3.621.71 1,51 3.526.102 129 816 1,11 3.324.11§ 1,16 3.493.046 1,27 2.788.395 99 Q,
assets and basic herd

Other output -1.470.487 | -0,64 -1.256.94 -0,5p -1.899.398  -0[69 -1.040.836 | -0,35 -1.953.94 -0,68 -8.005.7j2  -2[92 -5.218.294| -1,85
TOTAL OUTPUT 18.441.148 7,99 19.139.45} 7.96 23.120.754 846 2834496 8,20 24.324.31, 8,4p 17.263.250 6/30 15:@24| 5,34
Other yields 360.866 0,16 54.837 0,0 5.666 0,90 8.9p2 o[oo 5871 0,03 161.835 0,06 16.039 0,01
Rental fixed 748.872 0,32 0 0,00 q 0,0 0 0,00 125.0p0 olo4 080.0 0,02 40.000 0,01
investment assets

Subsidies 266.343 0,12 740.434 03 872.840 0,52 1.107.432 37 ¢, 1.111.373 0,39) 823.09 0,30 1.446.558 o[51
OTHER YIELDS 1.376.081 0,60 795.271 0,38 878.505 0,82 1.116.8540,38 1.333.529 0,48 1.044.92p 0,38 1.502.597 0,53
TOTAL YIELDS 19.817.229| 8,59 19.934.728| 8,29 23.999.259| 8,78 25.399.850 | 8,58 25.657.847 | 8,92 18.308.176 | 6,68 16.577.439| 5,87
ECONOMIC

RESULT 59.506 | 0,03 -448.286 | -0,19 2.420.827| 0,89 1.753.335 [ 0,59 1.909.297 [ 0,66 -9.214.973| -336 | -5.739.348| -2,03
(+ profit / - loss)

Source: [24]
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