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INTRODUCTION 

 

The relevance of the topic of cash flow forecasting is very important in today's 

business environment. The general analysis of the financial condition and financial results 

of the enterprise doesn’t answer on many questions related to the management of financial 

resources, in particular: whether the activities of the enterprise brought sufficient cash to 

pay wages; whether the company has suffered financial losses and whether there are 

sufficient funds to repay liabilities; where funds were invested for the previous period, 

etc. In this regard, there is a need to assess the management of cash in the enterprise. But 

the sustainability and efficiency of the enterprise depends not only from quality of cash 

flow management, but also from the ability for future development, achievement of 

financial success in the long run. The key to effective cash flow management is a properly 

constructed analysis of cash flows and expenditures. Cash flow analysis is one of the key 

points in analyzing an entity's financial position, as it enables to determine entity’s able 

to manage its cash flow for having sufficient cash at any time. 

Today, many enterprises don’t pay much attention to cash flow planning, as a result 

of which management can’t predict future cash gaps. This leads to the fact that the 

organization at any time may not have enough money to pay the bills from suppliers. 

Cash flow planning is determined by the fact that this process coordinates the 

practical synchronization of cash in the period. This in turn affects the overall chain of 

production reproduction at the enterprise in terms of timely calculations and the 

corresponding supply of materials, as well as obtaining services from suppliers for the 

successful implementation of shipbuilding or ship repair projects. 

The study of issues of cash flow forecasting is devoted to scientific works of both 

national and foreign scientists, in particular: E. Helfert, A. Rapaport, L. Bernstein, A. 

Sheremet, G.Savitskaya, O. Basilinskaya, V. Podilska, O. Tereshchenko, N. Rusak, N. 

Drobot, A. Gropeli, T. Golovko, T. Karlin, A. Kovaleva, G. Savitskaya, I. Balabanova, 

M. Bilyk, E. Altman, E. Mnya, O. Tereshchenko, L. Bernstein, A. Chupurko. The 

researches of these and others foreign authors have created a basis for developing cash 

flow analysis in Ukraine. 
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The purpose of this research is to reveal the essence of cash flow on the enterprise 

and forecast cash flow at PrJSC "Dytyachiy svit “Kyiv" using different methods. 

According to the purpose of the study, there are main tasks of the paper: 

- to study the theoretical principles of cash flow of the enterprise; 

- to analyze the financial performance of the enterprise; 

- to investigate the efficiency of cash flow; 

- to forecast the cash flow of the enterprise and identify theoretical changes in 

assets that can increase the net cash flow. 

The object of the study  is the process of forecasting cash flows at the enterprise. 

The subject of the research – theoretical, methodological and practical aspects of 

cash flow forecasting. 

The basis of the study is a private joint stock company "Dytyachiy svit “Kyiv" 

which is engaged in selling toys, clothing and other stuff for kids. PrJSC “Dytyachiy svit 

“Kyiv” – Ukrainian company that operates more than 23 years on the market by 

producing goods for children. It was established in 1997 by Dmytro Poputov and Svitlana 

Poputova [1]. PrJSC “Dytyachiy svit “Kyiv” is engaged in retail of toys, clothing and 

other stuff for children. The list of company’s activities includes not only trade, but 

organization of other types of recreation and entertainment, restaurants and mobile food 

service activities and other types of retail trade in non-specialized stores. It has 15,000 

items of toys and 10,000 items of shoes and clothes. Also PrJSC “Dytyachiy svit “Kyiv” 

owns real estate at the same address as it is located and some across Ukraine [2]. 

Methods of the research - a systematic approach, methods of economic analysis, 

financial and analytical method of calculating forecast indicators and the method of 

smoothing the trend. The following computer programs were used for data entry and 

analysis: Microsoft Word, Microsoft Excel.  

Information base of this paper – consist of scientific publications, manuals, 

electronic resources of state statistics, commercial electronic resources, internal 

documents of enterprises. 
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Practical meaning and structure of the study involves the analysis of the 

financial position, comparison of efficiency indicators for the analyzed period and 

forecasting the cash flow of the enterprise. 

The scientific novelty is the result of the study of forecasting the cash flow of the 

enterprise, cash flow planning and prevention of negative net cash flow, rational asset 

formation and efficient use of profit. 

Approbation. The results of the study were presented at the enterprise for their 

further application and published in the collection of master's articles “Economics and 

Finance of Enterprise” in an article on the topic: “Enterprise cash flow forecasting”.  

The structure of the final qualifying paper is determined by its purpose and 

tasks, including the introduction, 3 chapters, conclusion and proposals, references and 

appendices. Total amount of pages in the paper is 43.  
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CHAPTER 1 

THEORETICAL AND METHODOLOGICAL FOUNDATIONS OF CASH 

FLOW FORECASTING OF THE ENTERPRISE 

 

The financial and economic activities, the efficiency of the enterprise depends 

entirely on the organization and management system of cash flows. Cash flow - inflows 

and outflows of cash and cash equivalents [3]. 

The financial resources of the enterprise, formed by the receipt of funds as a result 

of the issue of shares, bonds or bank loans, are used to purchase tangible assets and make 

financial investments. Both current and non-current tangible assets are used by the 

company to produce products, which are then sold. The proceeds from the sale of products 

are used for settlements with creditors, as well as for investments in inventories, fixed 

assets and other non-current assets, including financial. Continuity of cash flow, largely 

ensures the continuity of the production process at the enterprise. That is why ensuring 

the continuity of funds, preventing frequent and urgent needs is one of the most important 

tasks of financial management. Current cash inflows and outflows are related to operating 

activities. Net cash flows from operating activities are determined as the difference 

between sales revenue and the cost of production needs, interest and taxes. The amount 

of current cash inflows is affected by the sale of products on a commercial loan, late 

payments to the budget and staff, late payments for raw materials, rent, etc. Other cash 

inflows are related to financial and investment activities. Examples of such receipts are 

funds received as a result of the issue of shares, bonds, loans, sale of non-current assets 

and so on. Cash inflows and outflows for the entire time period, taking into account the 

moment of inflow (outflow) of these amounts, as a result of a certain type of activity for 

a certain period of time, is called cash flow. Net cash flow - is the inflow of funds for a 

certain period less the outflow of funds for the same period. The main income from 

operating activities provides revenue from sales. The outflow of funds is associated with 

the payment of raw materials, wages, etc., so with the monetary costs of manufacturing 

and selling products. Products, materials and raw materials shipped in the given period 

but not paid for by the buyer, purchased in the previous period and spent in the given 
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period, are not taken into account when calculating the cash flow for this period, but affect 

its possible value. Depreciation accrued during the period increases the cost of 

production, reduces profits, but does not affect cash flow, which in turn increases the net 

cash flow of the enterprise. There are the most common items of financial statements that 

shows real operational situation, where company gets money and where it spends. 

Very often businesses spend money in the short term, hoping for long-term 

financial income in the form of increased productivity from new equipment or income 

from high-growth securities. Therefore, if a company has high cash flow values but low 

profits, it may mean that the company is aggressively investing its funds in future growth. 

A knowledgeable investor should try to compare a statement of cash flows and an income 

statement. There may be a situation where the company reports high returns, but the 

operating cash flow is negative. In this case, the company may have sold its assets 

(equipment, real estate, even part of the company) to get more money. The amount of 

cash flow can clarify the situation. The movement of cash received from financing is a 

way in which the company monitors the inflow and outflow of funds from both debtors 

and the financing of the company by shareholders. The use of credit is an example of 

financing through borrowed funds. When a company receives a loan, it provides a direct 

inflow of cash. For a public company, partial financing is the issuance and sale of shares. 

When an investor buys shares in a company, his money is used to finance business 

operations. In turn, the shareholder is entitled to a share of profits, which is called a 

dividend. Companies can also raise money by issuing and selling corporate bonds. The 

interest of owners of shares and bonds is to receive dividends, and to transfer cash. Cash 

flows from financing investments are examples of non-operating cash flows. The investor 

should focus not only on the amount of profit, but also equally important to understand 

the financial strategy of the company, the management of its debt and investment 

obligations.  

Regarding to company’s activities, the company needs cash, part of which is in the 

form of cash at the box office, and part in current and special accounts in the bank. Money 

in a market economy is a means of realizing economic relationships between economic 

actors in all phases of the reproduction process [4]. The higher the degree of division of 
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social labor, the higher the degree of development of monetary relations and the higher 

the degree of its impact on the economy as a whole. The purpose of the analysis of cash 

flows - to determine the main sources of income and the main directions of spending 

money, identify the adequacy of cash formation, efficiency of their use, as well as the 

balance of positive and negative cash flows of the enterprise in volume and time. The 

analysis of cash flows can be carried out on the enterprise as a whole, on separate 

structural divisions (centers of financial responsibility), on separate directions of activity. 

Thus the analysis of cash flows can be carried out both on the basis of reporting, and 

planned indicators, but in any variant analytical activity should be complex and operative 

that will raise on qualitatively other level validity of administrative decisions in the field 

of regulation of cash flow, and with it and the efficiency of the enterprise as a whole. 

The other purpose of cash flow planning at the enterprise is to rationally link or 

synchronize the available cash flows to ensure the financial balance of the  

enterprise [5]. All types of cash flows of the enterprise are taken into account in terms of 

receipt and expenditure of funds. This plan is developed for a year with quarterly and 

monthly distribution, which allows to take into account the seasonal wave of demand and 

sales of tourism products. The plan of receipt and expenditure of funds is made for each 

type of activity (operational, investment and financial), and in general for the enterprise.  

Forecasting and planning of cash flow also means to maximize the net cash flow 

from all activities, ensuring sustainable solvency and high attractiveness of the enterprise 

for investors in the planning period [6].   

Given this goal, the tasks of cash flow planning are: 

 To provide operating, investment and financial activities with the necessary 

money resources; 

 rational use of funds; 

 equalization of payments in order to avoid excessive fluctuations in cash 

flow; 

 control over the formation and use of means of payment.  

The objects of planning are the company's income, including accumulation (profit), 

the relationship with the state budget and state extra-budgetary funds, the amount of 
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investment, other forms of investing financial resources (including participation in the 

securities market), the volume of long-term bank loans, investment needs enterprises in 

their own working capital and sources of their coverage [7].  

There are often a number of reasons why companies set up a cash flow forecasting 

process, these include: 

- covenant forecasting and half/ full year reporting visibility; 

 - interest and debt reduction; 

 - short term liquidity planning; 

 - long term planning/ budgeting purposes (e.g. 3 year plan) [8]. 

There are number of common forecasting goals with suggestions on what type of 

process would help a company achieve these goals. 

Table 1.1 

Common forecasting goals of an enterprise [9] 

Key Output/Goals Type of forecast Note 

Long term planning/Budgeting 

(eg. 3 years plan) 

Quarterly compiled on a 

semiannual/annual basis 

Long term cash forecast can be 

derived from projected income 

statements and balance sheets 

for the period 

Covenant forecasting and 

half/full year reporting 

visibility 

Split period forecast 8-12 

weeks plus 3-9 months 

compiled on a monthly basis 

(more frequently towards 

reporting dates) 

Business units and relevant 

head office functions will need 

to be fully involved in this 

process. Reporting period ends 

need to be clearly defined 

within process structure. 

Interest and debt reduction  Rolling 13 weeks forecast 

submitted on a weekly basis 

Business units and relevant 

head office functions will need 

to be fully involved in this 

process 

Short term liquidity planning  10 business day forecast 

compiled at least twice weekly 

Cash intensive business with a 

focus on short term liquidity 

managed at an accounts 

payable and receivable level 

 

As a result, cash flow forecast could help: 

 to plan out how much enterprise expect to make in sales in the planning year; 

 to plan how much business expect to spend in costs; 

 to understand when cash will come into bank account and leave it. 
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The planning process is based on various (alternative) calculations and choosing 

the best option. In general, the cash flow management model of the entity in terms of their 

planning involves the use of a number of methods that provide a methodological basis for 

such a management model. In the modern financial literature, the main methods of 

planning cash flows of the enterprise include the following (fig 1):  

Fig. 1.1 Cash flow planning methods [10] 

The normative method is based on scientifically substantiated norms and standards, 

tariffs, prices, rates approved in accordance with the current legislation, for economic 

substantiation of planned tasks, that is for calculations of the need for financial resources 

and sources of their formation [11]. Such norms are norms of depreciation deductions, 

tax rates, rates of tariff contributions, norms of need for working capital, etc. The 

normative method is applied: 

 when planning costs (norms of consumed raw materials, fuel, heat and 

electricity per unit of output, labor rate rates, interest rates of contributions 

to state trust funds, depreciation rates, etc.); 

 when planning gross and net profit (estimated rates of allowances (margins) 

and profitability, rates of taxes and fees, etc.); 

Cash flow planning 
methods

Normative method

Norms and 
standards

Calculation and 
analytical method

Using the financial 
indicators

Method of 
optimizing 

financial decisions

Multivariate 
calculations

Financial method

Analysis of 
complex situations
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 when rationing inventories of working capital (norms of stocks of raw 

materials, fuel, finished products, goods in the days of turnover); 

 when forecasting the use of net profit (interest deductions for dividends, 

replenishment of authorized and reserve capital, for real investments, for the 

purpose of social purposes, etc.); 

 when calculating other indicators of the financial plan [12]. 

The essence of the calculation and analytical method for estimating the forecast 

and planned values of cash flows of the enterprise, is that the calculation of this value of 

cash flows is carried out by adjusting the financial indicators of the base period to changes 

in the planning period and determining the impact of various factors (inflation, production 

volumes, changes in lending conditions, etc.) on these indicators. There are tendencies of 

growth and decrease of absolute values of separate indicators, time relations between 

them. Next, the desired changes in the planning period and the possibility of achieving 

certain results are studied and analyzed. Based on the application of logical and 

mathematical and statistical calculations. Based on the weighing and comparison of the 

obtained results, a decision is made on the value of the planned indicator. 

The essence of the optimization method of planning decisions is a method of 

multivariate calculations, which involves choosing the best of them. It is used in the 

economic justification of planned costs, forecasting the financial capabilities of the 

enterprise, forecasting the structure of equity placement, etc. [13]. The optimization 

method is to choose the best option from many, in terms of the result obtained or the 

lowest cost.  

Financial modeling, as a method of managing cash flows in terms of forecasting 

and planning, this method allows to quantify the relationship between individual financial 

indicators and the factors that affect them. This relationship is expressed through the 

financial-mathematical model, which is as close as possible to real life mathematical 

interpretation of financial processes (in our case - the movement of cash of the entity as 

a result of operating, investment and financial activities), that is a description of factors 

characterizing the structure and basic patterns of cash flow formation through 
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mathematical symbols and techniques - equations, inequalities, functions, tables, graphs, 

etc. 

Financial modeling allows an effective analysis of complex situations related to 

strategic decision-making. It is a tool that allows to anticipate a large number of situations, 

which in turn helps to use available financial resources more efficiently, reduce future 

risks and losses. Financial modeling is especially important when the availability and 

opportunity for external financing is reduced, the risks of liquidity loss are increased in 

the presence of significant amounts of receivables and payables. 

To build a cash flow forecast, its better to create three separate forecasts: sales, 

profit and loss, and cash flow. The first forecast is sales forecast, because that’s the 

starting point of profit and loss forecast, which will, in turn, help to create cash flow 

forecast. A sales forecast is a plan of how much enterprise expect to sell in the future, 

normally broken down by month. Then to create profit and loss account forecast. A profit 

and loss forecast its a forecasting process that combines the business’s income and its 

day-to-day running costs, giving a view of its projected profit into the future. After sales 

and profit and loss forecasts, it can be used as a starting point to map cash forecast. Firstly, 

enterprise need to record on cash flow forecast how much money it expecting to come in. 

Use sales forecast to bring across sales income. Drawing up three simple forecasts for 

business can help to analyze future financial situation and solve financial difficulties.  

Big and medium companies use much difficult methods of cash flow forecasting 

including such things as determining shifts in time between the receipt of inventory and 

repayment of accounts payable is similar to the determination of the shift between 

payment and shipment of goods according to the schedule of difference between receipt 

and payment of inventory over the period. The next step in determining planned cash 

flows is to determine the average daily earnings and disposals of cash by month for the 

period. Then adjusting the positive and negative cash flows for the reporting period to the 

amounts of cash that actually relates to past and future income will allow the financial 

result to be compared with the actual cash flow during the reporting period. 

An enterprise need to do a number of adjustments to convert profits into net cash 

flows that eliminate the impact of non-monetary factors on profit. Not all transactions 
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recorded in accounting coincide in volume and in time with actual cash flows. From this 

follows the need for a cash flow statement. 

A cash flow statement is a financial statement that provides aggregate data 

regarding all cash inflows a company receives from its ongoing operations and external 

investment sources. It also includes all cash outflows that pay for business activities and 

investments during a given period [14]. 

A company's financial statements offer investors and analysts a portrait of all the 

transactions that go through the business, where every transaction contributes to its 

success. Accounting at the enterprise is conducted continuously from the date of 

registration of the enterprise until its liquidation [15]. The cash flow statement is believed 

to be the most intuitive of all the financial statements because it follows the cash made 

by the business in three main ways—through operations, investment, and financing. The 

sum of these three segments is called net cash flow.  

The Statement of Cash Flows is one of the three key financial statements that report 

the cash generated and spent during a specific period of time (e.g., a month, quarter, or 

year). The statement of cash flows acts as a bridge between the income statement and 

balance sheet by showing how money moved in and out of the business. As a cash flow 

statement gives an overall idea of all the cash inflows and outflows in the business, so it, 

therefore, enables the firm to plan the financial operations of the concern accordingly. 

Thus, it is very clear that the cash flow statement is a valuable instrument for measuring 

liquidity and profitability of the company in the short as well as long run. 
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CHAPTER 2 

FINANCIAL PERFORMANCE AND CASH FLOW ANALYSIS OF THE 

ENTERPRISE 

 

2.1 Analysis of financial position of PrJSC “Dytyachiy svit “Kyiv” 

 

Financial statements are set of reporting forms compiled on the basis of accounting 

data in order to provide external and internal users with generalized information about 

the financial condition in a form that is convenient and understandable for these users to 

make certain business decisions. 

To make quality management and economic decisions, users of financial 

statements need information about the financial condition, results of operations and 

changes in the financial condition of the enterprise. 

Financial statement analysis is a method of reviewing and analyzing a company’s 

accounting reports (financial statements) in order to gauge its past, present or projected 

future performance. Globally, publicly listed companies are required by law to file their 

financial statements with the relevant authorities. As financial statements are prepared in 

order to meet requirements, the second step in the process is to analyze them effectively 

so that future profitability and cash flows can be forecasted.  

The main meanings of financial statement analysis are: 

 financial statement analysis is an analysis which highlights the important 

relationships in the financial statements; 

 it also focuses on evaluation of past operations as revealed by the analysis of 

basic statements; 

 financial statement analysis embraces the methods used in assessing and 

interpreting the result of past performance and current financial position as 

they relate to particular factors of interest in investment decisions; 

 financial statement analysis is an important means of assessing past 

performance and in forecasting and planning future performance;  
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 financial statement analysis is a systematic and specialized arrangement of 

information for the purpose of its interpretation [16]. 

The main purpose of financial statement analysis is to utilize information about the 

past performance of the company in order to predict how it will fare in the future. Another 

important purpose of the analysis of financial statements is to identify potential problem 

areas and troubleshoot those.  

The analysis of the enterprise PJSC "Dytyachiy svit “Kyiv" was carried out on the 

basis of the Statement of financial results, the Balance Sheet of the enterprise and the 

Statement of cash flows. 

The analysis connection of three types of enterprise activity should be provided - 

the main (operational), financial and investment. 

For starting, it is necessary to analyze the balance of the enterprise for 2017, 2018 

and 2019. 

Table 2.1 

Structure of assets of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 years 

Assets Absolute values Growth rate, % Growth rate, % 

(2019/2017) 2017 2018 2019 2018/2017 2019/2018 

Non-current 

assets 

21990 21497 23802 -2,2 10,7 8,2 

Current 

assets 

74831 87058 45083 16,3 -48,2 -39,8 

Non-current 

assets held 

for sale and 

disposal 

groups 

- - - - - - 

 

Analyzing the data in the table, we can see the dynamics of assets. Non-current 

assets in 2018 decreased by 2.2%, and in 2019 increased by 10.7%. Over 3 years, the 

figure increased by 8.2%, which means that the company supports a slight increase in 

non-current assets. Current assets in 2019 decreased significantly compared to 2018, 

almost in 2 times. Over 3 analytical years, the indicator decreased by 39.8%, which is 

quite a large value. 

For more detailed information it is necessary to analyze the structure of assets. 
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According to the results of calculations, we can see that the number of intangible 

assets of the company is very small, in 2019 it decreased by 30.5% compared to 2017. 

Incomplete capital investments decreased by 99.8%, they are almost gone. Non-current 

assets also increased by 22.9% compared to 2017, although in 2018, as we see, there was 

a slight decline. 

Table 2.2 

Assets structure of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 years 

Assets Absolute values Growth rate, % Growth rate, % 

(2019/2017) 2017 2018 2019 2018/2017 2019/2018 

Non-current 

Intangible 

assets 

72 59 50 -18,1 -15,3 -30,5 

Incomplete 

capital 

investments 

2590 3080 5 18,9 -99,8 -99,8 

Fixed assets 19328 18358 23747 -0,05 29,4 22,9 

Current 

Inventories 13151 11749 8638 -10,6 -0,27 -34,3 

Receivables 278 247 328 -11,2 32,8 17,9 

Other 

receivables 

33765 34829 1292 3,15 -96,3 -096,2 

Cash and 

equivalence 

27311 39896 34376 46,1 -13,8 25,9 

 

Analyzing inventories, we can conclude that the situation is improving. The 

number of stocks decreases every year, which means that they are sold. In 2019, compared 

to 2017, stocks decreased by 34.3%. But due to small revenues, the size of inventories 

still remains large. Accounts receivable for goods, works and services are also declining, 

but other receivables increased despite a slight decline in 2018 - 13.8%. Compared to 

2017, it increased by 25.9%, which is a fairly large figure. Probably this debt for the 

provision of rental services, but not from operating activities. In general, there was a 

reduction in assets for more efficient business conduct. 

Since the company's assets have changed significantly, it is necessary to analyze 

what exactly has changed in the structure of capital and liabilities 

As we can see, liabilities in 2019 compared to 2017 increased by 11.9% despite the 

reduction in 2018. Instead, equity decreased by 43.8%. This is not a good indicator for 
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potential investors. In 2018, we can see that the company has invested profits in its 

activities. 

Table 2.3 

Liabilities and equity structure of PrJSC “Dytyachiy svit “Kyiv”  

for 2017-2019 years 

Liabilities & 

Equity 

Absolute values Growth rate, % 

2017 2018 2019 2018/2017 2019/2018 

Current 

liabilities  

14892 14195 15886 -4,7 11,9 

Long-term 

liabilities 

- - - - - 

Equity 81929 94360 52999 15,2 -43,8 

 

In 2019, on the contrary, a significant part of the capital was withdrawn. This may 

mean an increase in financial risk. As capital has shrunk more than liabilities have 

increased, there may be a shortage of funds for fixed assets, plant and equipment or 

working capital. The company will need credit funds. As a result, the percentage of 

liabilities in balance  may increase, so some ratios will change. For more detailed 

information, consider the structure of liabilities. 

Table 2.4 

Structure of liabilities and equity of PrJSC “Dytyachiy svit “Kyiv” 

Liabilities & 

Equity 

Absolute values Growth rate, % 

2017 2018 2019 2018/2017 2019/2018 

Liabilities 

Payables 13602 12280 13507 -9,7 9,9 

Current 

liabilities 

11 20 24 8,2 2 

Other current 

liabilities 

1403 2002 2495 42,7 24,6 

Equity 

Registered 

capital 

2707 2707 2707 - - 

Additional 

capital 

8991 8991 8991 - - 

Reserve 

capital 

677 677 677 - - 

Retained 

earnings 

(loss) 

69554 81985 40624 17,9 -50,5 
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According to the results of the table, we сan see that current liabilities are small 

and remain stable. Liabilities decreased by 9.7% in 2018, while in 2019 they increased 

again by 9.9%. Other liabilities are growing every year. In 2018, growth reached 42.7%, 

which is a fairly high figure. Only retained earnings changed in the capital structure. As 

mentioned earlier, in 2019, more than 50.5% was withdrawn. The company brought them 

out as dividends. 

In general, the situation in 2019 has changed quite a lot, for more detailed 

information it is necessary to analyze the Statement of Financial Performance. 

Table 2.5 

Financial performance of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 years 

Items Absolute values Growth rate,% 

2017 2018 2019 2018/2017 2019/2018 

Income from 

operating activity  

39421 27318 21595 -30,7 -20,9 

COGS 24680 15111 11307 -38,8 -25,2 

Other operating 

income 

23548 28292 29726 20,1 5 

Administrative 

expenses 

3200 4132 3878 29,1 -6,1 

Selling expenses  24159 25100 23775 3,9 -5,3 

Other operating 

expenses 

999 844 874 -15,5 3,6 

Net profit 12152 12431 13967 2,3 12,4 

 

Analyzing the reporting, we can see that revenue in 2018-2019 decreases by 30.7 

and 20.9%, respectively. The cost decreases in proportion to the decrease in revenue. We 

see fairly high operating income, which exceeds sales revenue. This is probably the 

income from renting the premises. They are separated from operating income to 

distinguish what revenue a particular activity brings. Administrative expenses increased 

in 2018 by 29.1% and in 2019 remain at about the same level. We see quite high sales 

costs. Profits in 2018 almost didn’t change, but in 2019 increased by 12.4%. An increase 

in profits with a decrease in assets indicates a more rational use of assets. The growth is 

not great. 

In general, we can see that the company's financial position is declining slightly. 

The company remains stable. On the one hand, stability is very good, because good 



19 

financial performance from year to year is a good environment for financing and investing 

in the company. On the other hand, the company doesn’t show dynamics, doesn’t develop 

and its not an innovator in this market. It has already been noted that the biggest part of 

income for all analytical years the company receives only from other non-operating 

income. It account for almost half of the company's revenue. As a result, it can be 

concluded that if these premises are lost due to natural phenomena, other events or sales, 

the company will not have such a stable position and high financial performance. It is 

necessary to analyze all aspects of the enterprise and the possibility of loss of profit due 

to the impact of changes in suppliers or other income. 

Financial statements provide a lot of information but only in relative numbers. 

More detailed analysis should be performed by calculating the coefficients. The 

assessment of the liquidity of the enterprise is carried out using a system of financial 

ratios that make it possible to compare the value of current assets with different degrees 

of liquidity with the amount of current liabilities. 

 

 

2.2 Financial indicators of the enterprise 

 

Ratio analysis is the comparison of line items in the financial statements of a 

business. Ratio analysis is used to evaluate a number of issues with an entity, such as its 

liquidity, efficiency of operations, and profitability [17]. 

Ratio analysis refers to the analysis of various pieces of financial information in 

the financial statements of a business. They are mainly used by external analysts to 

determine various aspects of a business, such as its profitability, liquidity, and solvency. 

One of the uses of ratio analysis is to compare a company’s financial performance to 

similar firms in the industry to understand the company’s position in the market. 

Obtaining financial ratios, such as Price/Earnings, from known competitors and 

comparing it to the company’s ratios can help management identify market gaps and 

examine its competitive advantages, strengths, and weaknesses [18]. The management 

can then use the information to formulate decisions that aim to improve the company’s 
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position in the market. Companies can also use ratios to see if there is a trend in financial 

performance. Established companies collect data from the financial statements over a 

large number of reporting periods. The trend obtained can be used to predict the direction 

of future financial performance, and also identify any expected financial turbulence that 

would not be possible to predict using ratios for a single reporting period [19]. The 

management of a company can also use financial ratio analysis to determine the degree 

of efficiency in the management of assets and liabilities. Inefficient use of assets such as 

motor vehicles, land, and building results in unnecessary expenses that ought to be 

eliminated. Financial ratios can also help to determine if the financial resources are over- 

or under-utilized. 

Liquidity Ratio analysis is one of the most popular methods of analyzing of 

financial statements: 

 Ratio of general liquidity (Coverage ratio); 

 Current liquidity ratio (Quick liquidity ratio); 

 Absolute liquidity ratio; 

 Net working capital [20]. 

Table 2.5 

Liquidity ratios of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 years 

Ratio Years Absolute deviation 

2017 2018 2019 2018 2019 

Coverage ratio 6,5 7,65 4,33 1,15 -3,32 

Current 

liquidity  ratio 

5,62 6,5 3,79 0,88 -2,71 

Absolute 

liquidity ratio 

1,83 2,81 2,16 0,98 -0,65 

Net working 

capital 

59939 72863 29197 12924 -43666 

If the value of the Coverage coefficient is less than 2, the liquidity of the enterprise 

is insignificant, which means that there is a financial risk, both for the enterprise and for 

its partners. Low level of liquidity, as a rule, indicates the difficulty of marketing, or poor 
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organization of logistics. With a significantly high liquidity ratio, there are doubts about 

the effectiveness of the current assets of the enterprise [21]. 

In this case, the liquidity of the enterprise is at a sufficient level. In 2018, the results 

were the best, in 2019 the situation worsened. In 2017, the figure was 6.5, which is much 

higher than normal. The best result in 2018 - 7.65, the lowest in 2019 - 4.33. As we can 

see, the result has decreased significantly, but is still flooded at a high level, which 

indicates high liquidity of the company's assets. 

Current liquidity ratio - shows what part of current liabilities the company is able 

to pay off at the expense of the most liquid working capital - cash and cash equivalents, 

financial investments, and accounts receivable [22]. This indicator shows the payment 

capabilities of the enterprise to pay off current obligations, provided that settlements with 

debtors are timely made. In theory, the value of the coefficient is considered sufficient if 

it exceeds 0.6. The ratio results of the analyzed company is much better. As we can see, 

in 2018, the indicator has a maximum value of 6.5, which means that the company is 

ready to cover its liabilities. 

The following is absolute liquidity ratio. This ratio shows whether the company is 

able to meet its obligations to creditors in the event of a fall in sales. As highly liquid 

assets we calculate the amount of Cash and equivalents, Cash and Bank accounts [23].  

If the liquidity ratio is more than 1, the company has a low financial risk, which 

means potential opportunities to attract additional financial resources. In this case, the 

company has good performance. We can see that the highest rate was in 2018 – 2.81 but 

it has decreased in 2019. The decrease is insignificant, but we must pay attention to the 

dynamics. Potential investors analyze the last 3-5 years, taking into account all possible 

impacts on the company. Therefore, the negative dynamics of changes in the ratio may 

affect their decisions about financing. In 2019, the value of the ratio is 2.16, it is good 

indicator and an attractive environment for investments. Too high is also not good. This 

may mean that company don’t use its assets rationally, but in this case the figures are 

normal. 

In total, the coefficients for 2019 compared to 2017 have significantly deteriorated. 

By most indicators, almost 2 times. 
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Also, it is important to have a sufficient amount of working capital. Net working 

capital is needed to maintain the financial stability of the company, because the excess of 

working capital over short-term liabilities means that the company can’t only repay its 

short-term liabilities, but also has reserves for expansion. 

To optimally analyze the indicators, the level of sufficiency of working capital 

should be calculated by the ratio of net working capital and current assets [24]. 

 

NWC
WCS

CA
           (2.1); 

We can see that the level of current assets in 2017 is 0.8, in 2018 and 2019 - 0.84 

and 0.65, respectively. The  normal value is 0.1, so we can see that the results are much 

higher than normal. A significant excess of net working capital over the optimal need 

indicates the irrational use of enterprise resources. 

Note that liquidity ratios can’t be accurate indicators of the financial condition of 

the enterprise. They reflect liquidity only at the Balance Sheet date and don’t take into 

account the payment of debts. It is advisable to assess the financial stability of the 

enterprise on the basis of a set of solvency indicators. 

Solvency - the ability of the enterprise to pay on its own, external  

obligations [25]. In other words, it is the ability of an enterprise to meet its short-term and 

long-term liabilities at the expense of its own assets. Solvency indicators measure the 

level of financial risk of the enterprise and the probability of its bankruptcy. In the general 

case, an enterprise is considered solvent if its total assets exceed its total liabilities. 

In the practice of analytical work use the following indicators of solvency [26]: 

The solvency ratio measures financial risk, the probability of bankruptcy. The high 

solvency ratio reflects minimal financial risk and good opportunities to attract additional 

funds from the outside. If an enterprise is unable to meet its external obligations at the 

expense of all assets, it may be declared insolvent. Based on the results of calculations, 

we can conclude that the highest ratio was in 2018 – 6.65. We can see the lowest in 2019- 

3.34, due to the initial withdrawal of equity and a small increase in liabilities. But in 
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general the financial situation is at a high level. If there is a need for financing, this 

company will have a great chance to get it. 

Table 2.6 

Solvency ratios of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 years 

Ratio Years Absolute deviation 

2017 2018 2019 2018 2019 

Solvency ratio 5,5 6,65 

 

3,34 1,15 -3,31 

Debt ratio 0,18 0,15 0,3 -0,03 0,15 

Interme-diate 

solvency ratio 

4,11 5,28 2,26 1,17 -3,02 

Equty 

maneuvera-

bility ratio 

0,73 0,77 0,5 0,04 -0,27 

Financial 

leverage ratio 

0,15 0,13 0,23 -0,02 0,1 

Equity 

adequacy ratio 

0,85 0,88 0,77 0,03 -0,11 

 

Also a fairly common indicator of solvency is the debt ratio of the enterprise. If a 

certain ratio is greater than 0.5, it means that the company has a significantly increased 

risk of default. The financial stability of the enterprise is under threat. According to the 

results of calculations, we can see that PrJSC "Dytyachiy svit “Kyiv" has good 

performance, good financial stability. The best result was in 2018 – 0.15. In 2019, the 

figure is worse than in previous years – 0.3, but doesn’t exceed the critical limit, which 

indicates good situation. 

Intermediate solvency ratio is actually important ratio that depends on amount of 

receivables. This ratio indicates the potential ability to repay short-term liabilities, 

provided that short-term real debtors receive the full amount of debt. This possibility 

depends on many reasons, and above all on the speed of payment documents. The 

allowable value of this coefficient is at the level of 0.7 - 0.8. Having determined the actual 

terms of repayment of receivables, company can make a calendar of repayment of current 

liabilities. According to the results of calculations, we can conclude that the company has 
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a fairly high ratios. The highest in 2018 - 5.28, exceeds the normative values by 6.5 times. 

In 2019, the figure fell by almost half due to a significant reduction in receivables. As a 

result, we can say that the situation has improved in 2019, because there is less risk of not 

receiving funds from debtors. 

The coefficient of maneuverability of equity shows what part of equity is in 

circulation, so in the form that allows free maneuvering of these funds, and which is 

capitalized. This indicator characterizes the part of the company's equity that is a source 

of coverage of its current assets [28]. The normative value is 0.1 and above. The positive 

value indicates the adequacy of own financial resources to finance non-current assets and 

part of current. Calculations shows that the highest figure was in 2018 - 0.77. the lowest 

in 2019 - 0.5. Indicators for the analytical years exceed the norm in several times, which 

shows the good financial condition of the enterprise and the possibility of financing 

current assets. 

An important indicator that characterizes the financial stability of the enterprise is 

the ratio of long-term borrowings, or the ratio of financial leverage. It shows how much 

long-term borrowed funds were used to finance the company's assets along with its own 

funds. Again, the best indicator in 2018 is 0.13. In 2019, it increased slightly to 0.23, but 

remained within the norm. 

Very important indicator of the company's financial position is the indicator of 

equity adequacy. According to the results of the calculation, the company has very good 

performance. The norm is a result that is greater than or equal to 0.3. Therefore, we can 

conclude that the company is well provided with equity, and liabilities account in a small 

share of total liabilities. The highest result, which exceeded the norm by almost 3 times, 

is observed in 2018. In 2019, slightly worse, but also at a fairly high level. 

Analyzing the activities of the enterprise, important indicators are its profitability. 

In a market economy its ability to ensure the interests of investors, to compete with other 

entities depends on profitable work. The profitability of the enterprise involves making a 

profit and ensuring a certain level of it in relation to invested capital, income or expenses 

[28]. 
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Table 2.7 

Profitability ratios of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 years 

Ratio Years Absolute deviation 

2017 2018 2019 2018 2019 

Return on total 

capital 

0,14 0,14 0,19 - 0,05 

Return on 

equity 

0,15 0,13 0,26 -0,02 0,13 

Return on 

assets 

0,11 0,12 0,16 0,01 0,04 

Return on non-

current assets 

0,53 0,57 0,62 0,04 0,05 

Return on 

fixed assets 

0,59 0,66 0,66 0,02 - 

 

According to calculations, the ROTC indicator is at the level of 14% in 2017 and 

2018. This indicator is not at a high level, it is moderate. Dynamics also doesn’t occur. 

However, in 2019 the figure reaches 19%. This result is due to constant revenue, but the 

withdrawal of equity. As a result, efficiency has increased. 

Return on equity is an indicator that indicates how effectively equity is used, how 

much profit was generated for each hryvnia of borrowed equity [29]. This indicator is the 

most important for the owners (shareholders, participants), because it allows them to 

determine the growth of their welfare during the analyzed period. Also, this indicator is 

used to assess the value of the company's shares, because the return on equity allows to 

determine what dividends can be expected by shareholders or how much will increase the 

value of their shares. 

According to the results of calculations, we can see that in 2017 the figure was 

15%, which is not too high for an intermediary company, but not too bad. In 2018, the 

situation worsened slightly, to 13%. Equity increased and profits remained the same. This 

indicates that the company has become less efficient, and used its resources irrationally. 

But in 2019, the figure increased to 26%. The result was a slight increase in revenue and 

a decrease in equity by 43.8%. 
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Analyzing the return on assets, we can see that the highest figure in 2019 - 16%, 

and the lowest in 2017 - 11%. The indicator is somewhat low, there is very little revenue 

for a large number of assets. Given that half of the revenue is from non-operating 

activities, the situation and efficiency need to be improved. 

Regarding non-current assets and fixed assets - profitability is high. The maximum 

in 2019 is 62 and 66%, respectively. It should be noted that fixed assets and non-current 

assets are sufficient for the effective operation of the company, but there are a large 

number of inventories. 

Summarizing the calculated ratios, we can conclude that the company's assets are 

quite large, but revenue is not large enough, indicating low return on assets and the need 

for more efficient use of resources. 

Also it is very important to analyze productivity and turnover of the company.  

Turnover indicators show how many times a year (or during the analyzed period) "rotate" 

certain assets of the enterprise. The inverse value multiplied by 360 days (or the number 

of days in the analyzed period) indicates the duration of one turnover of these assets [30]. 

Turnover indicators have a great importance for assessing the financial position of 

the enterprise, because the speed of turnover and the speed of their conversion into cash, 

directly affects the solvency of the enterprise. In addition, the increase in the velocity of 

funds reflects, other things being equal, the increase in production and technical potential 

of the enterprise. 

Labor productivity is an indicator that, on the one hand, characterizes the efficiency 

of the enterprise personnel, and, on the other hand, shows the ability of the employee to 

produce a certain amount of products per unit time [31]. According to these calculations, 

we can see how much revenue takes work of one employee per year. We use this 

conditional value only to compare the analyzed periods. As we can see, the number of 

staff decreases every year in accordance with the decrease in revenue. Translated into 

percentage, in 2017, one employee accounted for 0.87% of revenue. In 2018, 2019 - 0.89 

and 1.1% respectively. So management is trying to regulate productivity. 
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Table 2.8 

Productivity and turnover ratios of PrJSC “Dytyachiy svit “Kyiv”  

for 2017-2019 years 

Ratio Years Absolute deviation 

2017 2018 2019 2018 2019 

Productivity of 

work 

346 244 240 -102 -4 

Receivable 

turnover 

102,4 103,9 130,8 1,5 26,9 

Receivable 

time turnover 

3,52 3,47 2,75 -0,05 -0,72 

Inventory 

turnover 

1,4 1,21 1,11 -0,19 -0,1 

Inventory 

turnover time 

257,1 297,5 324,3 40,4 26,8 

 

Analyzing the turnover of receivables, we can conclude that it is very small. In 

2019, the period is 3 days. This low level of turnover is due to the fact that the company 

doesn’t supply goods to other counterparties, and it engaged mainly in retail sales. 

The situation with stocks is a bit more complicated. The turnover period can reach 

almost a year. There are a lot of inventories. Some of them are seasonal (children's 

clothes, strollers), but most are ordinary. They can be stored in a warehouse for a long 

time, but some of them may have a time limit, so the company must work more actively 

with stocks. 

After analyzing the financial statements of the enterprise, the basic financial 

indicators, I can conclude that the company is in fairly good condition, but not developing. 

Some profitability indicators have improved by optimizing performance. Development is 

slow, operating income decreases every year, while profits remain stable [32]. As it was 

already mentioned, the company has a fairly large income from non-operating activities, 

which indicates the possible lease of premises. The company's profit for the analyzing 

years are at the same level, but income in 2019 compared to 2017 decreased by 45%. In 

general, financial performance is good, high liquidity, solvency, and profitability at 
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normal level. All this indicates a good state of the enterprise, but low dynamics of 

development. 

 

 

2.3 Cash flow analysis of PrJSC “Dytyachiy Svit Kyiv” 

 

The Statement of Cash Flows (also referred to as the cash flow statement) is one of 

the three key financial statements that report the cash generated and spent during a 

specific period of time (e.g., a month, quarter, or year). The statement of cash flows acts 

as a bridge between the income statement and balance sheet by showing how money 

moved in and out of the business [33]. 

As it was already mentioned, there are three sections of the Statement of Cash 

Flows: 

1. Operating Activities: the principal revenue-generating activities of an 

organization and other activities that are not investing or financing; any cash 

flows from current assets and current liabilities; 

2. investing activities: any cash flows from the acquisition and disposal of long-

term assets and other investments not included in cash equivalents; 

3. financing activities: any cash flows that result in changes in the size and 

composition of the contributed equity capital or borrowings of the entity (i.e., 

bonds, stock, dividends) [34]. 

 To analyze the cash flows from each activity, it is necessary to compare the 

indicators for 3 analytical years. 

The statement of cash flows, prepared indirectly, is based on data from the balance 

sheet and the statement of financial performance. The calculation of cash flows is based 

on the difference between funds at the beginning and end of the period. This difference 

is used to judge the amount of cash flow (ie the inflow or outflow of funds) [35]. 

Analyzing the dynamics of cash inflows for 2017-2019, we can see that with each 

passing year, revenues decreased. In 2018, the decrease reached 11.7%, in 2019 compared 

to 2018 - 6.5%. Cash expenditures in 2018 almost halved - by 49.5%. Instead, in 2019 
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they increased again by 22.3% compared to 2018. In 2017 and 2019, expenditures 

outweighed revenues. 

Table 2.9 

Cash flow analytical balance of PrJSC “Dytyachiy svit “Kyiv” 

Item Analyzing period Growth rate, %  

2017 2018 2019 2018/2017 2019/2018 

Cash 

inflows 

82328 72641 67954 -11,7 -6,5 

Cash 

outflows 

118857 60056 73473 -49,5 22,3 

Net cash 

flow from 

operating 

activities 

-18180 7862 3492 156,7 -55,6 

Net cash 

flow from 

investing 

activities 

4899 4758 5577 -2,9 17,2 

Net cash 

flow from 

financing 

activities 

-23248 -35 -14588 99,8 -4168 

Net cash 

flow 

-36529 12585 -5519 264,8 -156,1 

Balance at 

the end of 

the year 

27311 39896 34377 46,1 -13,8 

 

Net cash flow from operating activities in 2017 was negative, while in 2018 it 

increased by 156.7%. In 2019, it decreased again by 55.6%, but remained positive. 

The net cash flow from investing activities for the analyzed period of 2017-2019 

was positive. In 2018 there was a decrease, while in 2019 it increased by 17.2%. 

Net cash flow from financing activities is negative for the entire period. However, 

in 2018 the indicator reached its maximum value - -35. The lowest figure in 2017 was 

 -23248. 
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Net cash flow in 2017 and 2019 is negative. In 2018, there was an increase of 

264.8% and the figure reached its maximum value. In 2019, a decrease of 156.1% 

compared to 2018. 

The balance at the end of the year in 2018 almost doubled (46.1%) due to positive 

net cash flow. In 2019, net cash flow was negative, as a result, the balance for 2019 also 

decreased by 13.8%. 

For a comprehensive analysis of cash flows, it is necessary to analyze financial 

indicators. Analysis of cash flows involves calculating primarily the amounts of revenues 

and expenditures in terms of individual activities, determining the total balance of funds 

in the enterprise for the reporting period, comparing data for the reporting period with the 

previous one, studying the reasons for declining revenues and increasing costs [36]. 

Table 2.10 

Cash flow analytical ratios of PrJSC “Dytyachiy svit “Kyiv”  

for 2017-2019 years 

Item Analyzing period Growth rate, % 

2017 2018 2019 2018 2019 

Cash flow liquidity ratio 0,69 1,21 0,93 0,52 -0,28 

The ratio of cash inflows to net cash 

flow 

-2,25 5,77 -12,31 8,02 -17,87 

Cash replenishment ratio 1,29 2,66 1,7 1,37 -0,96 

Cashback rate 1,44 0,82 1,08 -0,62 0,26 

Ratio of cash payments and net cash 

flow 

-3,25 4,77 -13,3 8,02 -18,07 

Disposal rate 1,86 2,2 1,84 0,34 -0,4 

Cash inflow ratio -0,44 0,17 -0,08 0,61 -0,25 

Cash flow efficiency ratio -0,31 0,17 -0,07 0,48 -0,24 

Ratio of net replenishment of funds -0,57 0,46 -0,14 1,03 -0,6 

 

Based on the data in the table above, the liquidity ratio of cash flow indicates the 

security of spending cash by their receipts during 2017-2019. As we can see for 2017 and 

2019, the ratio is less than 1, which means that expenditures exceed revenues. In 2018, 
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the ratio reached 1.21. This means that revenues exceeded expenditures by as much as 

21%. Analyzing the trend, we see that 2018 was the most rational in cash flow planning. 

 The ratio of cash inflows to net cash flow shows that in 2018 there was the largest 

amount of cash inflows to obtain UAH 1 of net cash flow, and in 2019 - the lowest. We 

see that for 2017 and 2019 the ratios are negative, due to the fact that net cash flow is 

negative. 

The payback ratio of cash flow shows that during 2017 and 2019 there is a decrease 

in the number of hryvnia cash payments to receive 1 hryvnia cash flow. The coefficients 

reached 1.29 and 1.7, respectively. 

The cash disbursement ratio indicates a decrease in the amount of cash payments 

per 1 hryvnia cash balance. As we see, the highest figure is in 2017 was 1.44. In 2018-

2019, the coefficients were at the level of 0.82 and 1.08. This means that over the past 

two years the figure has returned to normal, and in 2017 it was too high and irrational. 

The ratio of cash payments and net cash flow indicates a decrease in the ability to 

regenerate the net cash flow of the enterprise for 1 hryvnia cash flow during 2018-2019. 

The best situation was observed in 2018 with a coefficient of 4.77. In 2017 and 2019, the 

ratio was negative due to the excess of payments over revenues. 

The cash inflow ratio indicates the invariability of the amount of hryvnia net cash 

flow, which generates 1 hryvnia cash flow. In 2018, the ratio increased by 138.6%, but 

the following year decreased by 147%. If we compare 2017 - 2019, we see that the 

situation has changed slightly, by 18.2%. 

The cash flow efficiency ratio indicates the invariability of the amount of  net cash 

flow hryvnia, which provides 1 hryvnia of cash flow. The highest ratio was observed in 

2018 - 0.17. This means that for 1 UAH of income there were 17 kopecks of net cash 

flow. In 2017 and 2019, the coefficients are negative. The worst in 2017 - -0,31. In 

general, from 2017 to 2019, the ratio increased by 145,2%. 

The ratio of net replenishment of funds indicates an increase in the degree of 

replenishment of the balance of cash of the enterprise due to net cash flow during 2017-

2019. In 2018, the ratio increased by 180.7% and amounted to 0.46. In 2019, it decreased 

again by 130.4%. The total dynamics for 2017-2019 was 24.6%. The ratio shows that 
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only in 2018 the balance of funds was replenished. In 2017 and 2019, net cash flow was 

negative, profits were generated by using balances. 

Analyzing the net cash flow of the company for the analyzed period, we can 

conclude that the most favorable year for the company was in 2018. Net cash flow was 

positive, respectively, the company's management planned activities correctly and 

rationally. This year was the maximum result from operating and financial activities. 

There was an optimization and reduction of outflows, a significant increase in net cash 

flow, and as a result the maximum value of balances at the end of the year.  
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CHAPTER 3 

 IMPROVEMENT OF FINANCIAL PERFORMANCE BY CASH FLOW 

FORECASTING  

 

Forecasting and planning is a key element of financial management, ensuring the 

adequacy of the financial management model of the entity to the needs of a changing 

market environment and its effectiveness. This statement is absolutely true for the model 

of cash flow management of the enterprise, which gives us the right to identify a separate 

issue to consider the basic provisions of the organization of forecasting and planning cash 

flows of the entity as a result of its operating, investing and financing activities [38]. 

In today's crisis, economic instability is the majority domestic enterprises face 

problems of lack of funds. That is why before enterprises need to find ways to effectively 

manage existing cash flows an important means of improving the efficiency of their 

management [39]. An important place in general management cash flow occupies their 

planning, because without determining the economic opportunities and prospects 

ensuring a stable financial condition of the enterprise can not achieve stable economic 

development. 

In this regard, special attention is paid to the study of the effectiveness of planning 

and management cash flows in order to overcome the problems of instability and cash 

shortages. Analyzing table 2.10 , we can note a mainly declining trend of most indicators 

of cash flow in the reporting year 2019 compared to previous years. 

To forecast cash flow using the method of financial modeling, we use the developed 

"OCF-model" of cash flow optimization for PrJSC "Dytyachiy svit “Kyiv". This model 

is a multiplicative model with the method of expanding the factor system of cash flow 

efficiency analysis.  

Assume that the efficiency of cash flows depends on the indicators submitted in 

Table 2.3.2, then in general their impact on the efficiency of cash flows can be represented 

as the following formula [40]. 

Е(OCF) =LR+INR+RR+CR+PR+DR+IR+ER+NRFR    (3.1); 

where: LR - cash flow liquidity ratio; 

INR - the ratio of cash inflows to net cash flow; 
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RR - cash replenishment ratio; 

CR - cashback rate; 

PR - ratio of cash payments and net cash flow; 

DR - disposal rate; 

IR - cash inflow ratio; 

ER - cash flow efficiency ratio; 

NRFR - ratio of net replenishment of funds.  

 The formed nine-factor model of integrated efficiency of cash flows will reflect 

the tendency to growth provided growth of all listed indicators. 

Table 3.1 

Cash flow efficiency ratio of PrJSC “Dytyachiy svit Kyiv” for 2017-2019  

Ratio 2017 2018 2019 

E (OCF) -1,36 2,12 -0,4 

       Graphic interpretation of the calculation dynamics of this model is shown in  

fig. 3.1. 

 

Fig. 3.1 Cash flow efficiency ratio of PrJSC “Dytyachiy svit “Kyiv” for 2017-2019 
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As we can see, the lowest ratio was observed in 2017 and was -1,36, which 

indicates the inefficient activities of the company to manage cash flows. In 2018, the 

figure reached 2.12, which indicates a positive result, and in 2019 decreased to -0.4. 

In general, the indicator shows a difficult situation in 2017. In 2018, there was a 

significant improvement, revenues exceeded expenditures and in general net cash flow 

had a positive result. Compared to 2017, there was a rapid growth, but it couldn’t be 

maintained for the next 2019 year. 

Observation of the time series of the integrated indicator of cash flow efficiency  

E (OCF) allows to determine the forecast parameters of cash flow efficiency of the 

enterprise using a paired regression model [40]: 

2Y = A + Bt + Ct        (3.2); 

where A, B, C - respectively, the free coefficient and the coefficients at the 

argument factor t; 

  t - time (years, in our case t = 1, 2, 3). 

Unknown parameters A, B and C are calculated by the Gaussian method [41]. 

t

2 3

1

2 3 4 2

1

A×n+B t+C t= Y

A× t+B t +C t = y ×t

A× t +B t +C t = y ×t







  
   
   

      (3.3); 

where n is the number of members of the time series; 

  yt - the coefficient of efficiency of cash flows of the enterprise. 

Substituting the initial data of the values of the integrated coefficient of cash flow 

efficiency, the system of normal equations will look like: 

3A+6B+14C=0,36

6A+14B+36C=1,08

14A+36B+97C=3,24







 

After the calculations we obtain the following values of these parameters: 

A= -1,44, B=1,62, C= -0,36. 

The result of solving this system of equations is the following prognostic equation: 

2Y= -1,44 + 1,62t - 0,36t      (3.4); 
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To calculate the predicted values of the efficiency coefficient according to the 

"OCF-model" in the future, for example for the next three years, namely 2020-2022, we 

substitute in the prognostic equation values of t equal to 4, 5, 6. Performing mathematical 

calculations we obtain the predicted values integrated indicator of cash flow efficiency in 

table 3.2. 

Table 3.2 

Forecast value of cash flow efficiency ratio of PrJSC “Dytyachiy svit “Kyiv” for 

2020-2022 years 

Ratio 2020 2021 2022 

E (OCF) -0,72 -2,34 -4,68 

 

      Graphic interpretation of the calculation dynamics of this model is shown in fig. 3.2. 

 

Fig. 3.2 Cash flow efficiency ratio of PrJSC “Dytyachiy svit ”Kyiv”, 2017-2022  

 

Therefore, it can be noted that the proposed multiplicative model for assessing the 

effectiveness of cash flow planning of PrJSC "Dytyachiy svit “Kyiv" directly depends on 

the net cash flow, the maximum value of which was 12585 thousand UAH in 2018 and 

the minimum value - net cash costs in the amount of -36529 thousand UAH in 2017. 
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Using the method of financial modeling, the forecast of the value of the cash flow 

efficiency ratio of PrJSC "Dytyachiy svit “Kyiv" for the next three years was calculated, 

as a result of which this indicator is expected to decrease from to the number of 2017 

year. The situation may worsen each year due to negative net cash flow and reduced 

reserves. In order to avoid it, the company must achieve an increase in the values of the 

above relative indicators of cash flow analysis, by reducing the amount of fixed and 

variable costs of the enterprise, effective tax policy, sale or lease of unused fixed assets, 

strengthening claims work to full and timely collection of penalties and receivables [42]. 

Every company strives to generate a positive cash flow and reduce the outflow of funds. 

The main purpose of cash flow planning is to maximize the net cash flow from all 

activities, ensuring sustainable solvency and high attractiveness of the enterprise for 

investors in the planning period [43].  

The starting point of cash flow planning is the calculation of the minimum amount 

of funds required to continue the activities of the enterprise, and the choice of financing 

methods. Without ensuring a minimum need for funds, the company will not be able to 

make urgent payments, and therefore may go into bankruptcy even when all its assets, 

including illiquidity, significantly exceed the debt. 

The minimum cash requirement is defined as the ratio of operating expenses for 

the year to the number of turnovers of these funds. The amount of cash turnover is 

calculated by dividing the net income from the sale of products (services) for a certain 

period by the average balance of money for the same period [44]. 

Table 3.3 

Cash turnover ratio of PrJSC “Dutyachiy svit “Kyiv” for 2017-2019 years 

 2017 2018 2019 Absolute deviation 

Cash turnover 

ratio 

0.56 0.59 0.64 0,03 0,05 

 

Table 3.3 presents the coefficients of cash turnover calculated through the balances, 

and their dynamics. 

By planning the financial activities of the enterprise, we calculate the approximate 
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growth rate of cash turnover for the next 3 years using the smoothing method [45]: 

0 1 0R = R + α * (R -R )         (3.5); 

where 0R  - is the deviation for 2018; 

1R  - deviation for 2019; 

α  - the smoothing coefficient of the series – 0,15 [46] 

Assume that operating costs will increase in proportion to inflation in the country. 

As of 2020, inflation in Ukraine is 2.7%, the forecast for 2021 is 5% [47]. 

Table 3.4 

Forecast indicators of the Cash turnover ratio and the Level of operating 

expenses of PrJSC “Dytyachiy svit Kyiv” for 2020-2022 years 

Item Years Growth rate ,%  

2020 2021 2022 2021/2020 2022/2021 

Cash turnover ratio 0,61 0,65 0.62 6,6 -4.6 

Level of operating 

expenses 

38210.6 39242,2 41204,4 2,7 5,0 

 

Based on the results obtained, it is necessary to calculate the projected minimum 

level of sales revenue to ensure profitable operation of the enterprise. 

Table 3.5 

Indicator of minimum level of inflows of PrJCS “Dytyachiy svit “Kyiv” 

 for 2020-2022 years 

Item 2020 2021 2022 

The minimum level of inflows 62640,3 60372.6 66458.7 

 

Under these forecasting conditions, the loss of net cash flow, which was negative 

in recent years, is expected to overlap. The company consistently receives other cash 

receipts in the form of income from non-operating activities, namely the provision of 

premises for rent. These revenues form reserves which in turn generate the company's 

profit. The expected profit from the operating activities of the enterprise is approximately 

UAH 10,000 thousand per year. 
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Analyzing the investment activity of the enterprise (appendix C - C3), we can 

conclude that the enterprise has a savings account on which it receives interest. There are 

no other income, but investment activity is not unprofitable. It doesn’t make sense to 

predict an increase in savings for higher earnings, because it is better to spend these funds 

as working capital to increase turnover. 

Consider the financial activities of the enterprise. In appendix C-C3 we can see that 

for all analyzed periods there is a withdrawal of funds as dividends, resulting in a lack of 

funds, and a negative cash flow from financing activities. The rational solution to this 

problem is to move these funds into retained earnings in order to increase the capital of 

the enterprise and, as a consequence, increase production. If we choose the path of 

optimizing the movement of funds without changing the volume of production, it is better 

to transfer these funds in deposits for 3 years to rehabilitate and have additional income. 

The average bank interest on the deposit for 3 years - 7% [48]. 

Given the assumed data, it is necessary to bring the results together. 

Table 3.6 

Forecasted cash flow ratios of PrJSC “Dytyachiy svit “Kyiv” for 2020-2022 

Item Forecasting period 

2020 2021 2022 

Income from sold products (services) 62640,3 60372,6 66458,7 

Other income 10000 10000 10000 

Operating expenses 38210,6 39242,2 41204,4 

Net cash flow from operating activities 12000 14000 15000 

Income from interest received 6598,2 7060,0 7554,1 

Net income from investing activity 6598,2 7060,0 7554,1 

Dividends payed 0 0 0 

Net income from financing activity 0 0 0 

Net cash flow 18598,2 21060 22554,1 

Cash balance at the beginning of period 34377 52975,2 74035,2 

Cash balance at the end of period  52975,2 74035,2 96589,3 

For the comparative analysis of real indicators of the enterprise (appendix С-С3) 

and the predicted, it is necessary to carry out the comparative analysis of efficiency 

coefficient of a cash flow. To do this, we need to return to the method of financial 
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modeling and calculate the assumed indicators: 

Table 3.7  

Cash flow analytical ratios of PrJSC “Dytyachiy svit “Kyiv” for 2020-2022 

Item Years 

2020 2021 2022 

Cash flow liquidity ratio 1,3 1,37 1,36 

The ratio of cash inflows to net cash flow 4,26 3,67 3,72 

Cash replenishment ratio 2,3 1,46 2,13 

Cashback rate 0,77 0,73 0,73 

Ratio of cash payments and net cash flow 3,26 2,67 2,72 

Disposal rate 1,76 1,66 1,83 

Cash inflow ratio 0,23 0,27 0,27 

Cash flow efficiency ratio 0,31 0,37 0,36 

Ratio of net replenishment of funds 0,54 0,50 0,41 

 

According to formula 3.1, we calculate the coefficients of cash flow efficiency of 

the projected indicators: 

Table 3.8 

Cash flow efficiency ratio of PrJSC “Dytyachiy svit “Kyiv” for 2020-2022 

Ratio 2020 2021 2022 

E (OCF) 2,16 1,19 1,56 

 

Analyzing these calculations, we can conclude that the ratios have a positive value 

in contrast to the calculated target of cash flow efficiency. Graphically it is shown in fig. 

3.3. 

According to fig. 3.3, we can see how the dynamics of projected and planned 

indicators can develop. The key task of such planning is to increase sales revenue by an 

average of 10% in order not to have a loss-making cash flow, and by 15-20% in order to 

make a profit. As you can see, if company don’t withdraw profits, and leave it in the 

company, invest or place in a savings account, then in 3 years it can have quite good 
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results. It will be possible not only to make a profit, but also to increase reserves for 

further modernization or expansion of production. 

 

 

Fig. 3.3 Comparison of forecasted and planned cash flow efficiency ratio  

of PrJSC “Dytyachiy svit “Kyiv” for 2020-2022 

 

The company has a great potential for development, financial improvement and 

modernization. It is potentially attractive to investors and financial institutions. Of great 

importance for maintaining the solvency of the enterprise is the balance of positive and 

negative cash flows in the amount and time of occurrence. 

 Based on the above, we can conclude that the policy of cash management should 

ensure a search for a compromise between efficiency and liquidity of the enterprise, 

which is to optimize cash balances. 
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CONCLUSION AND PROPOSALS 

 

To do a business every enterprise needs cash, some of which is in the form of cash 

at the cashier, and part of the settlement and special accounts with the bank [49]. It is very 

important to make cash flow statement foe every enterprise to rule a business correctly 

and to make cash flow forecasting for the next periods. Cash flow forecasting is one tool 

that can be extremely useful in managing resources effectively, in turn, improving 

business performance, returns and growth. 

Analyzing PrJSC "Dytyachiy svit “Kyiv" we can conclude that the company is 

firmly in the market and occupies one of the leading positions. Financial indicators based 

on reporting show good results. The company is attractive for financing and new 

opportunities. 

However, the dynamics of development of PrJSC "Dytyachiy svit “Kyiv" is not 

very high. After analyzing the financial statements (appendix A-C), we can conclude that 

the most profitable year was 2018. This year has good performance, revenue, net cash 

flow and growth in general. As for 2019, the year is more rational and productive. There 

was a reduction in assets, but financial results increased, which means a better use of 

available resources. Comparing the indicators with 2018, we can conclude that most of 

them decreased, but it didn’t have much impact on the functioning of the company. 

Analyzing the cash flow of the enterprise (appendix C), we can conclude that a 

very large impact on the formation of net cash flow have the cost of dividends. With the 

proper use of these funds, investing in the development of the enterprise, it can achieve a 

fairly high financial performance. The cash flow forecast showed that if nothing is 

changed, there will be a decline. Profits will decrease every year. The company is not 

modernized, rather slowly updates the range in accordance with the number of stocks. 

To improve the situation, it is necessary to:  

- update the range;  

- review pricing policies, sales and costs;  

- to provide greater balance of incoming and outgoing cash flows both in time 

and in volume; 
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- contribute to a closer relationship of cash flows from different activities; 

- contribute to an increase in net cash flow .  

 Since the company has a fairly large reserves, optimizing the excess cash flow of 

the enterprise requires the use of excess to invest in the development of the enterprise: 

- first of all, to increase operating non-current assets, acquisition of additional fixed 

assets and intangible assets, in particular, advanced programs to ensure the 

operation of computers; 

- accelerating the implementation of real investment projects; 

- implementation of long-term diversification of operating activities; 

- formation of an effective portfolio of financial investments. 

The final stage of optimizing cash flow is to provide conditions for maximizing net 

cash flow from all activities of the enterprise. Accelerating the net flow of funds provides 

self-financing and increasing the market value of the enterprise. The growth of net cash 

flow can be provided by: 

- reduction of fixed costs; 

- reducing the level of variable costs; 

- application of effective tax policy; 

- use of effective pricing policy; 

- introduction of accelerated depreciation of fixed assets; 

- sale of surplus fixed assets and intangible assets; 

It is also very important to report truthfully. This will help to be protected by law, 

more reliable for partners and investors. The cash flow statement will help to rationally 

look at the situation inside the company and correct the existing shortcomings [50]. 

As a cash flow statement gives an overall idea of all the cash inflows and outflows 

in the business, so it, therefore, enables the firm to plan the financial operations of the 

concern accordingly. Thus, it is very clear that the cash flow statement is a valuable 

instrument for measuring liquidity and profitability of the company in the short as well 

as long run.   
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