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АНОТАЦІЯ

Лісовський С.В. «Оцінка рівня фінансововї безпеки підприємства»
(за матеріалами ТОВ «АСТАРТА-КИЇВ», м. Київ). – Рукопис.

Випускна  кваліфікаційна  робота  за  спеціальністю  051  «Економіка»,
спеціалізація  «Фінансовий  менеджмент»  −  Київський  національний
торговельно-економічний університет – Київ, 2019.

Випускну кваліфікаційну роботу присвячено теоретичним, методичним
і  практичним  аспектам  управління  фінансовою  безпекою  підприємства  з
позиції  фінансової  стійкості.  Представлена  робота  дозволяє  дослідити
теоретичні засади управління фінансовою безпекою підприємства з позиції
фінансової  стійкості,  основні  методи  аналізу  та  управління  фінансовою
стійкістю підприємства. 

Ключові слова: фінансова стійкість, платоспроможність, ліквідність,
кредитоспроможність підприємства, фінансова безпека.

ABSTRACT
Lisovskyi S.V. "Evaluation of enterprise financial security level" (based

on the materials of LLC "ASTARTA-KYIV", Kyiv). − Manuscript. 
Final  qualifying  paper  on  the  specialty  051  "Economics",  specialization

"Financial management". – Kyiv National University of Trade and Economics. –
Kyiv, 2019.

The  final  qualification  work  is  devoted  to  theoretical,  methodical  and
practical aspects of managing the financial security of the enterprise from the point
of  financial  stability.  The  presented  work  allows  to  investigate  theoretical
principles 
of  financial  security  of  the  enterprise  from  the  point  of  financial  stability
management, basic methods of analysis and management of financial stability of
an enterprise.

Key words: financial stability, solvency, liquidity, creditworthiness of the
enterprise, financial security. 



INTRODUCTION

Actuality of the theme. In market conditions the basis of survival and stable

position of the enterprise is its financial stability. Functioning as a business entity,

each enterprise  must  provide  such a  state  of  its  financial  resources,  which wil

maintain the ability to continuously fulfill its financial obligations before business

partners, state, owners, employees, etc. It is the financial stability that represents a

certain state of the entity, which allows freely maneuvering cash and ensuring the

continuity  of  its  activities achieved  by  a  certain  ratio  of  own  and  borrowed

working capital  and guarantee  the  solvency,  economic  independence  and

investment attractiveness within the permitted level of risk.

 Each entity seeks to maintain a sound financial position, absolute liquidity

and  solvency.  The  main  problem  for  the  effective  functioning  of  Ukrainian

enterprises  today  is  the  lack  of  such  a  comprehensive  assessment  of  financial

sustainability that would really give the management of the enterprise to identify

weaknesses and make the right management decisions. 

Questions of analysis and  management of financial stability of enterprises

and finding directions  of  its  support  have  always been the  subject  of  study of

scientists.  Famous scientists such as: Lakhtionova L., Savitskaya G., Rodionova

V., Blank I., Pavlovskaya O., Pryuliak N., Nevmerzhitska N., Sklyar G., Sheremet

A., Saifulin have made a significant contribution to solving these problems. R.,

Negashev N., Van Horn D., Macmin A., Carlin T., Ospishchev V., Verdiyeva Y.,

Dokienko L., Pryymak I., Tsal-Tsalko Y., Chopozova, A. Demchenko I. and many

others.

In recent years, more and more work has been devoted to the analysis of

financial sustainability, however, most literature sources on this issue are limited

only  to  a  system  of  indicators  and  algorithms  for  their  calculation,  and

unjustifiably remain other important aspects of this topic. The relationship between

financial soundness and other characteristics of the financial position has not yet

been fully addressed.
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Managing financial stability of an enterprise is one of the most important

functional  areas  of  the  financial  management  system,  which  is  quite  closely

connected with other management systems. Management of financial stability of

enterprises  is  a  system  of  principles  and  methods  of  development  and

implementation of management decisions related to the provision of such state of

financial  resources,  their  formation  and  distribution,  which  would  allow  the

enterprise to develop on the basis of profit and capital growth while maintaining

solvency and creditworthiness, as well as providing and maintaining the financial

equilibrium of the enterprise.

The problems faced by the enterprise in the process of financial  stability

management are mainly due to the influence of factors of internal and external

business environment. In this regard, there is a need to find the best ways to protect

the company from their negative impact, as well as to identify ways to quickly

eliminate possible threats and adapt to the given conditions of activity.

The object of the research is a process of financial stability anasysis of

Astarta-Kyiv LLC and research of ways to improve it.  Astarta–Kyiv is one of the

largest vertically integrated agro-industrial holdings in Ukraine. Its main activities

include:

 Farming:  250 000 ha under management;

 Sugar production: №1 producer in the country with 40 000 sugar beets

processed daily through eight sugar plants;

 Milk and cattle:  №1 producer in the country with 27 000 heads of

cattle;

 Soybean crushing: №2 producer in the country with crushing capacity

of 220 000 tons;

 Bio-energy:  designed  daily  capacity  of  150  000  cubic  metres  of

biogas.   

The company is listed on the Warsaw Stock Exchange.
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Since 1993, the company has proven to be a reliable and trustworthy partner

and  supplier,  committed  to  best  international  standards  in  terms  of  quality,

innovation, and sustainability. Integrity, transparency, and building strong human

capital  has  also  been  among the  company’s  key  priorities.  A  growing  part  of

Astarta’s production is being exported through international agricultural traders to

more  than  30  countries. Astarta-Kyiv  also  works with  major  international  and

Ukrainian banks,  among  them  are  European  Bank  for  Reconstruction  and

Development,  International  Financial  Corporation,  European  Investment  Bank,

Citibank,  Landesbank,  FMO, Raiffeisen  Bank  Aval,  Credit  Agricole,  OTP and

others. 

The  office  of  the  company  is  located  at:  Kyiv,  Yaroslavska  street,  58,

Business-Center «Astarta».

The subject of the research is theoretical and methodological principles of

financial stability management of Astarta-Kyiv LLC. 

The  purpose  of  the  research is  to  deepen  the  theoretical  and

methodological foundations of managing the financial stability of the enterprise

and to develop practical recommendations for its improvement on the example of

Astarta-Kyiv LLC.

Achieving this  purpose  is  preceded by the solution  of  the next  series  of

tasks:

- to  investigate  the  economical  essence  of enterprise's  financial

sustainability and it's role;

- to review the methodological base of enterprise's financial sustainability

management;

- to analyse the enterprise’s capital dynamics and structure;

- to  accomplish  the  general  assessment  of  enterprise's  financial

sustainability;

- to  perform  factor  and  comparative  analysis  of enterprise's  financial

sustainability management. 



6

Methods of  the  research.  The methodological  basis  of  the  paper  is  the

dialectical method of knowledge of economic phenomena and processes in their

continuous development and interconnection. The theoretical part of the study is

based  on  the  general  scientific  methods  of  research:  analysis,  synthesis and

deduction, comparative characteristics and comparative analysis.

In  the  analytical  part  of  the  work,  the  following  methods  were  used  to

determine  financial  stability:  horizontal  analysis -  to  compare  indicators  in

dynamics over  the 3 years  studied;  vertical  analysis -  to  determine the capital

structure of Astarta-Kyiv LLC; aggregate, ratio and integral methods - to assess

the overall financial condition of the enterprise in terms of efficiency of use of

current assets of the enterprise. A factor analysis method was used to analyze the

impact of each factor on financial sustainability.

The  information base for  research is  articles,  books and other scientific

works of scientists regarding the importance and role of efficiency, performance or

analysis  of  enterprise,  methodical  approaches  to  the  implementation  of  a

comprehensive economic analysis of the enterprises activity. Secondary data was

retrieved from statistical, annual reports of enterprises for the period 2016-2018.

Practical meaning. The results of the conducted research and the suggested

ways of optimization can be taken into account and used by the enterprise in the

further  decision-making  concerning  financial  sustainability  management  of  an

enterprise.

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: “Management of

financial stability of the enterprise”.

Structure of the paper. The logic of the research resulted in the structure of

the work: introduction, 3 chapters, conclusions and proposals and references. Total

amount of pages in the work is 53 pages.
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CHAPTER 1 

THEORETICAL FUNDAMENTALS OF ENTERPRISE'S FINANCIAL

SUSTAINABILITY MANAGEMENT

1.1.  The economical  essence  of enterprise's  financial  sustainability and

it's role

 In the economic literature, there is no consensus on the definition of financial

sustainability.  Some  scientists  characterize  financial  sustainability  as  long-term

solvency. Others as a rational structure and composition of current assets, their use.

Others believe that it reflects the stability of the enterprise in the long run and is

determined by the ratio of own and borrowed resources and their effective use.

Attempts to give a general definition of financial sustainability can be attributed, in

particular, to the views of some authors (Tab. 1.1).

Table 1.1 

Explanation of the term "financial sustainability" by scientists

Author Definition of financial sustainability

M. Abryutina, 
A. Grachov

Reliably guaranteed solvency, independence from contingencies of 
market conditions and behavior of partners

V. Bocharov This is the state of the financial resources of the entity that ensures the 
development of the enterprise mainly at its own expense while 
maintaining solvency and creditworthiness with a minimum level of 
entrepreneurial risk

M. Korobov Achieving positive business performance parameters and efficient 
allocation of its financial resources

L. Lakhtionova This is a state of financial resources in which an enterprise, freely 
maneuvering cash, is able, through their effective use, to ensure a 
continuous process of production and trading activities, as well as the 
cost of its expansion and upgrade

G. Liferenko This state of financial resources of the enterprise, their distribution and 
use, which ensures the development of the enterprise on the basis of 
growth of profit and capital while maintaining solvency and 
creditworthiness in the conditions of a certain level of risk
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Continuation of Table 1.1

Author Definition of financial sustainability

G. Savitska An entity's ability to function and develop while maintaining the balance
of its assets and liabilities in a changing internal and external 
environment, which guarantees its continued solvency and investment 
attractiveness at a tolerable level of risk

G. Starostenko, 
N. Mirko

Financial condition of the enterprise, characterized by efficient 
formation, placement and quality use of financial resources to ensure 
financial stability

Among  the  diversity  of  definitions  of  financial  sustainability  offered  by

scientists, we can distinguish differences in the interpretation of the essence of this

concept, as well as common features. Some authors, in particular V. Bocharov, L.

Lakhtionova,  G.  Liferko,  G.  Starostenko,  and  N.  Mirko,  understand  financial

sustainability  as  a  certain  state  of  an  enterprise's  financial  resources,  their

distribution and use, which ensures its effective development.

In  this  case,  G.  Starostenko  and  N.  Mirko  distinguish  between  internal,

general and financial stability. In their view, financial stability is achieved with a

stable  excess  of  income over  costs,  free maneuvering of  funds and sustainable

economic growth. M. Abryutin and A. Grachov identify the concept of "financial

stability" with the concept of "solvency of the enterprise." M. Korobov points out

that the financial stability of the enterprise is formed, on the one hand, under the

influence of profitability of its activity, and on the other hand - under the influence

of providing the enterprise with the necessary financial resources.

The  analysis  of  scientific  works  makes  it  possible  to  state  that  the

overwhelming  majority  of  scientists  indicate  that  in  order  to  preserve  the

independence and independence of the enterprise, the necessary level of own funds

must  be  maintained.  Borrowing  of  capital  allows  to  accelerate  the  process  of

turnover of funds and the process of development of material and technical base at

a  pace  that  is  ahead  of  the  pace  of  accumulation  for  these  purposes  of  own

financial resources.
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It  should  be  noted  that  at  present,  studies  of  various  aspects  of  financial

sustainability  of  the  enterprise  are  devoted  to  the  work  of  a  large  number  of

economists. However, despite the large number of publications on this issue, the

question of the essence of the financial stability of the enterprise in the context of

the crisis in the economy remains open for discussion.

Note  that  the  enterprise  is  considered in  terms of  such a  logical  chain  of

relationships: "need - problem - motive - interests - solution". This means that "...

the achievement of the goal of sustainable development of the enterprise depends

directly not only on the direction and methods of achieving the goals, but also on

the harmonization of economic relations between the various stakeholder groups of

management entities" [13, p. 21]. Even in such a  generalized form, the importance

of financial management methods can be traced, especially when it comes to crisis

management, which, according to L. Ligotenko, "... can be considered as one of the

special functions of management" [4, p. 67]. She further writes that this function is

related to the management of the financial and economic activity of the enterprise,

that is, financial stability and solvency.

The analysis  of literary sources made it  possible to identify approaches to

defining the concept of "financial stability of the enterprise".

According to the first approach, whose supporters are M. Seleznev and A.

Ionova, V. Makaryev, O. Filimonenkov, Y. Tsal-Tsalko, the concept of "financial

stability of the enterprise" is considered in a narrow sense, as one of the indicators

of the financial condition of the business entity. Thus, M. Seleznev and A. Ionova

[9, p. 315], Y. Tsal-Tsalko [40, p. 204] consider that financial stability is a state of

assets  (liabilities)  of  an  enterprise,  which  guarantees  it  a  permanent  solvency.

According to V. Makaryev [24, p. 18] the financial stability of the enterprise is the

state of the structure of assets of the enterprise, the availability of resources.

Filimonenkov  O.  [7,  p.  304]  defines  financial  stability  as  the  state  of  an

enterprise  at  which  the  size  of  its  property  (assets)  is  sufficient  to  meet  its

obligations, that is,  the enterprise is solvent.  Thus, in the above definitions, the
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essence of the concept of "financial stability of the enterprise" is related mainly to

the condition and structure of assets and liabilities that derive from the traditional

interpretation of the enterprise's finances as a system of economic relations that

arise in the process of formation, distribution and use of funds (resources) of the

enterprise.

Supporters  of  the  second  approach  are  G.  Savitska,  A  Sheremet  and  R.

Saifulin. They emphasize the importance of indicators of financial stability of the

enterprise  to  evaluate,  above  all,  the  business  activity  and  reliability  of  the

enterprise, which determine its competitiveness, thereby acting as a guarantor of

effective  realization  of  economic  interests,  both  the  enterprise  itself  and  its

partners. Thus, A. Sheremet and R. Saifulin note that “… the financial condition

characterizes the placement and use of the enterprise's funds. It is conditioned by

the degree of implementation of the financial plan and the degree of replenishment

of own funds at the expense of profit and other sources, as well as the speed of

turnover of production funds and especially working capital” [32, p. 288].

Unlike the above authors, supporters of the third approach (M. Abrutin and A.

Grachov,  V.  Bocharov,  V.  Artemenko  and  M.  Bellendir,  M.  Bakanov  and  A.

Sheremet,  Y.  Rubin  and  V.  Soldatkin)  link  financial  firm  sustainability  with

efficient formation, allocation and use of financial resources. At the same time,

they consider it an external manifestation of solvency. For example, M. Abryutin

and A. Grachov, reduce the essence of financial stability to the solvency of an

enterprise and do not investigate the relationship between its financial condition

and financial stability. In their opinion, "... the financial stability of an enterprise is

nothing but a securely guaranteed solvency, independence from the contingencies

of the market environment and behavior of partners" [2, p. 26].

Proponents of the fourth approach (O. Folom, G. Rakytska, M. Fedotov, and

V.  Rodionov,  etc.)  do  not  distinguish  financial  stability  of  enterprises  into  a

separate  category,  but  consider  it  as  one  of  the  components  of  economic

sustainability.  Thus,  O.  Folom describes  economic sustainability  as  a  scientific
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category,  which  “…  reflects  the  essence  of  the  special  state  of  the  economic

system in a complex market environment, which guarantees the purposefulness of

its movement in the present and foreseeable future. It synthesizes in itself a set of

properties of the system itself and the most important components of its production

activity,  including production,  material  and technical  base,  resources,  personnel

and intellectual potential. This category should be attributed to the main elements

of the categorical  apparatus of the theory of economic systems.  It  differs from

them by an integrated embodiment of a holistic set of qualities.  It  is a kind of

generalized property, expressed in one concept ” [8, p. 135].

Summarizing the results of the analysis of the literature, in our opinion, the

concept of  "financial  stability of the enterprise" can be interpreted in a narrow

sense as a characteristic of the financial condition of the enterprise, reflecting its

successful functioning; and broadly, as the ability to balance assets and liabilities

through the formation of a capital structure that allows the financing of liabilities,

the implementation of investment projects in the context of internal and external

factors. We agree with I. Stefanov's statement that only if any enterprise can adapt

its process of managing its capabilities to change the level of point utility will it be

able to avoid unreasonable costs, instead the financial state of the enterprise will be

equalized, production will be more predictable and even [5, p. 119].

1.2  The  methodological  base  of enterprise's  financial  sustainability

management

Financial stability management is one of the most important functional areas

of  the  financial  management  system,  which  is  closely  linked  with  other

management systems, is organically included in the system of income and expense

management,  movement  of  assets,  capital  and  cash  flows,  management  of  the

capital structure, liquidity indicators and solvency, business activity, profitability,

other aspects of its activities [35, p. 240].
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Under the management of financial stability of an enterprise, it is advisable to

understand  the  system  of  principles  and  methods  of  development  and

implementation of management decisions related to ensuring such state of financial

resources  and  assets,  their  formation  and  distribution,  which  would  allow  the

enterprise to develop on the basis of profit and capital growth while maintaining

solvency  and  creditworthiness  and  ensuring  and  maintaining  its  financial

equilibrium [34, p. 98].

Under the object of financial stability management are all areas of activity of

the enterprise that ensure its functioning in market conditions [31, p. 417].

Subject of financial stability management, as a subsystem of the management

process, includes executives and managers of financial services, who coordinate

the financial and economic activities of the enterprise to ensure stable profitable

activities. [33, p.86].

In our view, the goal of managing the financial stability of an enterprise is to

constantly  support  measures  aimed  at  preventing  the  crisis  of  loss  of  activity

stability, solvency and creditworthiness. Despite the fact that the financial stability

of the company is ensured in the long run, problems with its security may arise in

the current period due to the accumulation of accounts payable and debt on loans.

Therefore,  preventing  the  loss  of  a  sustainable  position  should  be  constantly

monitored by monitoring the delay of payments by product buyers, forecasting the

spending of credit obligations, tax payments and expenses in other areas, that is,

maintaining a balanced cash flow.

To achieve this goal, it is necessary to solve a set of tasks for each area of

activity  of  the enterprise.  Thus,  the  effective management  of  financial  stability

depends on the harmonization of production and marketing processes, that is, the

products that are produced must fully meet the needs of consumers and be sold in

accordance  with  the  sales  schedule.  Minimization  of  finished  product  balances

helps to accelerate the turnover of current assets, increase profits and sustainability

of the enterprise [23, p. 34].
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Justified  borrowing  to  upgrade  production  facilities  will  allow  to  gain

competitive advantages: reduce production costs, increase its sales volume. In the

process of financing activities, the structure of own and borrowed funds should be

investigated in order to maintain financial soundness [36, p. 201].

Areas of activity such as investing and lending are related to the release of

funds from circulation, which negatively affects the stability of the enterprise, so in

the process of financial stability management, it is appropriate to consider whether

the  amount  of  additional  income  will  be  sufficient  to  pay  off  the  arrears  of

settlement payments [14]. 

The  purpose  and  objectives  of  financial  sustainability  management  are

realized through the implementation of management functions. The main functions

that provide financial sustainability are as follows:

-  planning  the  movement  of  capital  of  the  enterprise  in  accordance  with

production needs. Particular attention should be paid to consistency of payments

and receipt of funds in the short term, which will not only identify the problematic

timing of payments, but also establish reserves for future operations [10, p. 54];

- motivation and stimulation of staff (managers of financial services of all

levels). The implementation of this function promotes a more responsible attitude

towards the performance of duties, organizes the activities of managers, reduces

the level  of  influence of  subjective human factors and allows to respond more

timely  to  financial  problems  arising  in  the  course  of  conducting  financial  and

economic activities;

- Accounting for financial information related to the formation and use of the

enterprise capital, cash inflows and outflows.

The accounting function allows to obtain data for analysis and forecasting of

financial stability of the enterprise [23];

- analysis of financial information, which is performed on the basis of general

indicators of assessment of financial stability, determination of sources of coverage

of stocks, research of the structure of capital and resources of the enterprise;
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- control over the implementation of the developed financial plans and the

achievement of regulatory values by indicators of evaluation of financial stability.

The  implementation  of  this  function  allows  to  control  the  process  of

implementation of enterprise development strategies for the long term and to take

measures to maintain financial stability;

- monitoring the efficiency of managing the financial stability of an enterprise

in  the  process  of  implementing  measures  to  improve  or  maintain  its  existing

financial  position,  taking  into  account  that  possible  problems  with  solvency,

creditworthiness,  liquidity,  profitability,  etc.  have  a  direct  impact  on  the

sustainability of all activities [15, p. 103].

These  functions  of  financial  stability  management  are  implemented  in  all

spheres of activity of the enterprise. Tab.1.2 [29] identifies the main criteria for

managing  sustainability  by  activity,  which  confirm  the  effectiveness  of

management and indicate that this condition is maintained in the long run.

Table 1.2

Performance criteria for managing the financial stability of an enterprise

Areas of activity Management effectiveness criteria
Production of products Security of tangible current assets by 

sources of formation
Sales of products Satisfaction of the structure of enterprise

resources
Investing of free funds  Compliance of available funding 

sources with resource requirements
Financing Satisfaction of the enterprise capital 

structure
Borrowing for sale of products Compliance of available funding 

sources with resource requirements

Tab. 1.2 shows that areas such as investing and  borrowing have the same

criterion of management effectiveness as they imply investment of own funds and

delay in obtaining funds, that is, the absence of these sources of financing of assets

and sources of liabilities for a certain time.
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The purpose of managing the financial stability of an enterprise is achieved

through  adherence  to  certain  principles  of  management,  among  which  the

following are the main:

1) the complexity of solving problems and achieving the goal of managing

stability  by  activity,  management  functions,  different  types  and  types  of

sustainability, management periods;

2) optimality of the enterprise development rates and volumes of borrowing;

optimality of the ratio of equity and debt as a sign of ensuring financial stability at

all stages of management;

3) systematic assessment and forecasting of sustainability: taking into account

the influence of the system of internal and external factors, risk situations, changes

in  the  production  process,  which  determine  the  directions  of  development  of

financial and economic activity;

4)  profitability  of  economic  activity  as  a  pledge  of  timely  and  complete

settlements with creditors, stability of activity in the current period, independence

from the negative impact of the external environment and internal unpredictable

events related to the production - downtime, late delivery of raw materials, lack of

spare parts for repair;

5) the effectiveness of financial stability management is achieved due to the

validity of decisions on the management of different areas and processes of activity

at all levels of functional units, their consistency at each stage of implementation,

the sequence of implementation of the developed areas of operation in accordance

with current, tactical and strategic tasks [8].

The sequence of steps of the process of managing the financial stability of the

enterprise is shown in Fig. 1.1.
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Fig. 1.1. Stages of management of financial stability of the enterprise [17, p.

279].

Methodological  approaches  to  determining  the  financial  stability  of  an

enterprise are grouped into three groups: aggregate, ratio and integral [1, p. 23].

4.3. Identification and assessment of the key indicator of financial stability of 

the enterprise

STAGES 
OF 

THE 
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  4. Assessment of key indicators of financial stability of the enterprise

5. Choosing methods, principles, goals and objectives of managing the financial 

stability of the enterprise

4.2. Determination of the importance of key indicators of financial stability by 

groups of indicators

4.1. Analysis of key indicators of financial sustainability by groups of indicators

  3. Identification of factors that destabilize the stability of the functioning and 

development of the enterprise

  2. Diagnosis of the actual state of financial stability of the enterprise

1. Determination of directions and importance of individual elements of ensuring the 

financial stability of the enterprise
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The aggregate approach is based on the determination of aggregate financial

sustainability. According to this method, there are four types of financial stability.

The absolute measure of financial stability of the enterprise is the concept of

own  working  capital.  Working  capital  (WC)  are  those  current  assets  that  are

purchased  at  the  expense  of  own  sources  and  not  borrowed  sources,  and  are

calculated using the formula:

WC = E – LTA                                                   (1.1)

where E – equity,

LTA – long-term assets,

On the basis of the calculated indicator it is possible to determine the type of

financial stability of enterprise taking into account the following inequalities:

• WC > Inventories - absolute financial sustainability;

• WC + Long-term liabilities > Inventories - normal financial sustainability;

• WC + Long-term liabilities + Current liabilities > Inventories - unstable financial 

position;

• WC + Long-term liabilities + Current liabilities < Inventories - financial crisis.

The  basis  of  the  ratio approach  to  assessing  the  financial  stability  of  an

enterprise is the calculation and analysis of financial ratios. The methodological

approach to the determination of financial stability by means of financial ratios is

the most widespread. [15, p. 44] 

Therefore,  the  main  indicators  used  by  domestic  and  foreign  scientists  to

evaluate the financial stability of the enterprise are given in Tab. 1.3.

Table 1.3

System of indicators of assessment of financial stability of the enterprise

№ Ratio Description Calculation method
Reco

m.
value

1. Equity 
ratio

Describes  the  degree  of
independence  of  the  enterprise
from  external  borrowings.  It  is
defined  as  the  ratio  of  the  total
amount  of  own  funds  to  the
balance sheet total

Total Equity
Balance Sheet Total

>0,5
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2. Leverage 
ratio

This  is  an  indicator  inverted  to
the  equity  ratio. The  increase  in
this indicator leads to an increase
in the share of borrowed funds in
the financing of the enterprise

Total Debt
Total Equity

1,67-
2,5

3. Financial 
stability 
ratio

The  value  of  the  ratio  indicates
how  much  of  the  assets  the
company is able to finance at the
expense of fixed capital and long-
term capital raised.

Equity+Long−termliabilities
Balance sheet total

0,7-
0,9

Continuation of Table 1.3

№ Ratio Description Calculation method
Reco

m.
value

4. Equity to 
Debt Ratio

The  value  of  the  indicator
indicates  how much hryvnias
of  equity  is  attributable  to
each hryvnia of the company's
liabilities.

Equity
Total Debt

>1

5. Maneuverin
g ratio

The  value  of  the  indicator
indicates which part of equity
capital can be used to finance
current assets, and which part
is  directed  to  financing  non-
current assets.

WorkingCapital
Equity

>0,1

6. Concentrati
on ratio of 
borrowed 
capital

This  indicator  shows  how
much of an entity's assets are
financed through liabilities.

Total Debt
Balance Sheet Total

0,4-
0,6

7. Ratio of the
fair value 
of fixed 
assets

The ratio  shows the share of
the  residual  value  of  fixed
assets in the total value of the
enterprise property

¿ Assets
Balance Sheet Total

>0,2

8. Ratio of 
provision of
inventories 
with own 
working 
capital

This  ratio  characterizes  the
measure  of  financial  stability
in relation to the coverage of
the company's stock with own
working capital

Inventories
WorkingCapital

>0,5

Source: Developed by the author on basis of source [3].

An integrated approach allows for an integrated assessment of the degree of

financial soundness. It can be applied in practice, especially in conditions of crisis

of the economic system, when the old economic ties of the enterprise are broken
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and  the  process  of  establishing  new  connections  with  partners  interested  in

sufficient financial stability is underway [4, p. 18].

Financial  stability  indicators  in  this  approach  characterize  the  state  and

structure of the assets of the enterprise and the availability of sources of coverage.

The system of financial strength indicators is presented in this approach  in  Tab.

1.4.

Table 1.4

Characteristic of indicators of financial stability determined by the

integal approach

№ Ratio Description Calculation method
Relation

with other
ratios

1. Ratio of 
coverage of 
inventories 
with own 
working capital
(IWC)

Characterizes that share of 
inventories financed by 
working capital

WorkingCapital
Inventories

RM, RFA, 
RLTB,
RFVP, RD/E,

2. Maneuvering 
ratio (RM)

Reflects the mobility of 
own funds

WorkingCapital
Equity

IWC,  RFA,
RLTB

3. Fixed Assets 
Ratio (RFA)

Reflects the share of fixed 
assets and non-current 
assets in own funds

¿ Assets
Equity

IWC,  RM,
RLTB,
RFVP, RD/E

4. Long-term 
borrowing ratio
(RLTB)

Gives an estimate of the 
intensity of the long-term 
borrowings used by the 
enterprise for 
reconstruction and 
expansion

Long−termliabilities
Equity

RM,  IWC,
RFA,  RAD,
RD/E

5. Ratio of 
accumulated 
depreciation 
(RAD)

Serves to evaluate the 
degree of financing, 
replacement and renewal of
fixed assets due to their 
depreciation

Accumulated depreciation
Original cost

RLTB
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6. Ratio of fair 
value of 
property (RFVP)

Describes  the  level  of
production  potential  of  the
enterprise

FA+CI+ I+LC
Balance Sheet Total

where FA – fixed assets; 
CA - incomplete capital 
investments; 
I – inventories; 
LC - low cost assets

IWC,  RFA,
RD/E

7. Debt-to-equity 
ratio (RD/E)

Reflects  the  enterprise's
dependence  on  borrowed
funds

Total Debt
Equity

IWC,  RFA,
RLTB, RFVP

Source: Developed by the author on basis of source [29].

This approach is interesting because, unlike all of the above, in the process of

implementation, each of the indicators is considered in relation to other indicators.

In addition, for the overall assessment of the financial condition of this approach

use a generic indicator of changes in financial stability of the enterprise [37, p. 39]:

Financial sustainability (FS) = 

(1+2∗RLTB+ IWC+
1
R D
E

+RFVP+RFA)
1

(1+2∗RLTB+ IWC+
1
R D
E

+RFVP+RFA)
0              (1.2)

The evaluation criteria for this indicator are as follows: 

- if FS > 0, it indicates an increase in the financial stability of the enterprise; 

-  if  FS < 0,  then  it  indicates  a  decrease  in  the  financial  stability  of  the

enterprise.

This indicator is a major advantage of this approach because it allows us to

assess  financial  sustainability  with  the  help  of  an  integrated  indicator  and  to

identify negative trends in a timely manner [30, p. 180].

Factor analysis allows you to evaluate the impact of each factor on the final

result.

The main tasks of factor analysis of financial stability of enterprise include:

1. Selection of factors for the analysis of financial sustainability indicators;

2. Classification  and  systematization  of  selected  indicators  for  their

systematization;
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3. Modeling the relationship between financial sustainability ratios and the

factors that influence them;

4. Calculation of influence of factors and estimation of value of each of them

in change of magnitude of financial stability ratios;

5. Further use of the chosen factor model for managing capital and financial

sustainability [26, p.110].

These indicators are based on a deterministic or functional relationship, that

is,  a  performance  indicator  can  be  displayed  as  a  proportion  of  factors.

In view of  this,  we decompose  the selected  ratios  into components  and obtain

factor models for each of the ratios.

The equity ratio is calculated as the ratio of equity to the balance sheet total.

Expanding the value of equity into components, we get the following formula:

                              Equity ratio = 
(RC+CR+P/L)

BST
,

(1.3)

where RC - registered (share) capital;

CR - capital in revaluation;

RE - retained earnings (accumulated loss);

BST - balance-sheet total. 

Having decomposed the equity ratio, we see that it consists of the sum of

shares of components of equity in the overall capital structure.

The financial stability ratio is defined as the ratio of equity to the size of the

enterprise's liabilities and is calculated by the formula:

                                   FCR = 
(RC+CR+ℜ)

TL
,                                               (1.4)

where FCR - financial stability ratio

TL – total liabilities of the enterprise. 

The concentration ratio of borrowed capital can be determined by dividing the

amount of liabilities in the currency of the balance by the formula:

CRBC = 
(LTBL+OLTL+STBL+CAP+CP+DI+OCL)

BST
,            (1.5)
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where CRBC - concentration ratio of borrowed capital;

LTBL – long-term bank loans; 

OLTL – other long-term liabilities; 

STBL – short-term bank loans; 

CAP – current accounts payable; 

CP - current provisions;

DI - deferred income; 

OCL – other current liabilities. 

Note  that  in  factor  analysis,  it  is  very  important  to  keep  the  sequence  of

factors in place [33, p. 83].
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CHAPTER 2 

FINANCIAL STABILITY ANALYSIS OF ASTARTA-KYIV LLC

2.1 Analysis of enterprise capital dynamics and structure

In order to evaluate the financial status of Astarta-Kyiv LLC, it is necessary

to  analyze  the  structure  of  liabilities,  especially  own and  borrowed sources  of

financial resources, their ratio and the dynamics of change.

The capital  of Astarta-Kyiv LLC consists of equity, long-term and current

liabilities.

The  structure  of  capital  has  an  impact  on  the  financial  condition  of  the

enterprise, the main indicators of its liquidity and solvency, determines the level of

its profitability and so on.

We analyze the composition and structure of capital based on the data of the

Financial Statement (Form №1) during 2016-2018, and the results are presented in

Table 2.1.

From table 2.1 we can see  that  the registered capital  is  100 000 thousand

UAH, the amount of which is fixed in the constituent documents of the enterprise

and does not change during the studied period.

During 2016-2017 the value of equity becomes negative,  -221 961 thousand

UAH  and  -133 536  thousand  UAH  accordingly,  since  the  enterprise  has  an

uncovered loss that reduces it. However, in 2018 the uncovered loss was financed

by net profit received in the previous period, so the amount of retained earnings

amounted to UAH 88 577 thousand. Increases the amount of equity and the value

of capital in the revaluations that appeared in 2018, so as of the end of 2018 the

equity is UAH 870 446 thousand.

The enterprise does not form reserve and additional capital and has no unpaid

capital.
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Table 2.1

Dynamics of change of constituent liabilities of the balance sheet of Astarta-Kyiv LLC for 2016-2018

EQUITY AND
LIABILITIES

Balance sheet figures, kUAH Absolute deviation, kUAH Relative deviation, %
01.01.2016 31.12.2016 31.12.2017 31.12.2018 2016 2017 2018 2016 2017 2018

I. EQUITY CAPITAL
Registered (share) capital 100 000 100 000 100 000 100 000 0 0 0 0,00 0,00 0,00
Capital in revaluation 0 0 0 681 869 0 0 681 869 0,00 - -
Retained earnings 
(accumulated loss)

-422 196 -321 961 -233 536 88 577 100 235 88 425 322 113 -23,74 -27,50 -137,90

Total CHAPTER I -322 196 -221 961 -133 536 870 446 100 235 88 425 1 003 982 -31,10 -39,80 -751,80
II. LONG-TERM LIABILITIES

Long-term bank loans 744 295 425 453 12 350 13 844 -318 842 -413 103 1 494 -42,83 -97,10 12,10
Other long-term 
liabilities

0 345 136 0 13 786 345 136 -345 136 13 786 100,00 -100,00 100,00

Total CHAPTER II 744 295 770 589 12 350 27 630 26 294 -758 239 15 280 3,53 -98,40 123,70
IІІ. CURRENT LIABILITIES

Short-term bank loans 141 1 945 0 2 1 804 -1 945 2 1 279,43 -100,00 100,00
Current payables for:
long-term debt 526 870 454 273 433 744 12 183 -72 597 -20 529 -421 561 -13,78 -4,52 -97,19
products, works, services 95 718 49 141 52 015 569 552 -46 577 2 874 517 537 -48,66 5,85 994,98
settlements with budget 228 285 1 260 1 471 57 975 211 25,00 342,11 16,75
settlement with insurance 0 0 3 1 373 0 3 1 370 - 100,00 45 666,67
settlements with salaries 11 75 167 204 64 92 37 581,82 122,67 22,16
Current payables for 
advances received

953 10 542 408 500 511 656 9 589 397 958 103 156 1 006,19 3 774,98 25,25

Current provisions 5 265 0 11 810 11 997 -5 265 11 810 187 -100,00 100,00 1,58
Deferred income 179 151 122 109 -28 -29 -13 -15,64 -19,21 -10,66
Other current liabilities 877 629 952 910 1 080 455 776 857 75 281 127 545 -303 598 8,58 13,38 -28,10
Total CHAPTER IІІ 1 506 994 1 469 322 1 988 076 1 885 404 -37 672 518 754 -102 672 -2,50 35,31 -5,16
Balance 1 929 093 2 017 950 1 866 890 2 783 480 88 857 -151 060 916 590 4,61 -7,49 49,10
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In  2017  the  company's  long-term  liabilities  decreased  by  UAH  758 239

thousand, or 98,4%, compared to 2016. Such decrease is caused by payment of

other long-term liabilities of the enterprise by UAH 345 136 thousand, as well as

repayment  of  part  of  long-term  bank  loans  in  the  amount  of  UAH  413 103

thousand.

In 2018, long-term liabilities increased by UAH 15 280 thousand or 123,72%

compared to the previous year. This increase was caused by an increase in the bank

long-term loans by UAH 1 494 thousand, or by 12,1%, and a new attraction of

other long-term liabilities by UAH 13 786 thousand.

With  regard  to  current  liabilities,  their  total  amount  increased  by  UAH

518 754  thousand  in  2017,  which  is  35,31% and  decreased  by  UAH  303 598

thousand in 2018, up 28,1%. Graphically, the change in the main components of

loan capital is shown in Fig. 2.1.
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Fig. 2.1. Dynamics of change in the main components of the loan capital of

Astarta-Kyiv LLC for 2016-2018, in thousands UAH

During 2017-2018 the company did not attract short-term bank loans. Current

payables on long-term liabilities have significantly decreased in 2018 - from UAH

433 744 thousand in 2017 to 12 183 thousand UAH in 2018. However, current

accounts  payable  for  goods,  works,  services  increased  significantly  in  2018  to
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UAH 517 537 thousand, which is 995% if compare to previous year. Accounts

payable on advances received also showed an upward trend, which increased by 3

775% in 2017 compared to 2016.

In  general,  we  see  that  capital  of  Astarta-Kyiv  LLC  decreased  in  2017

compared to 2016 by UAH 151 060 thousand, or 7,5% but in 2018 it increased by

UAH 916 590 thousand or by 49,1%.

Analyze the capital structure with the help of Table 2.2.

Table 2.2

Capital structure of Astarta-Kyiv LLC for 2016-2018

EQUITY AND
LIABILITIES

01.01.2016 31.12.2016 31.12.2017 31.12.2018
kUAH % kUAH % kUAH % kUAH %

I. EQUITY CAPITAL
Registered (share) 
capital

100
000

5,18
100
000

4,96
100
000

5,36
100
000

3,59

Capital in 
revaluation

0 0,00 0 0,00 0 0,00
681
869

24,50

Retained earnings 
(accumulated loss)

-422
196

-21,80
-321
961

-15,90
-233
536

-12,50 88 577 3,18

Total CHAPTER I
-322
196

-16,70
-221
961

-11,00
-133
536

-7,15
870
446

31,30

II. LONG-TERM LIABILITIES
Long-term bank 
loans

744
295

38,60
425
453

21,08 12 350 0,66 13 844 0,50

Other long-term 
liabilities

0 0,00
345
136

17,10 0 0,00 13 786 0,50

Total CHAPTER II
744
295

38,60
770
589

38,19 12 350 0,66 27 630 0,99

IІІ. CURRENT LIABILITIES
Short-term bank 
loans

141 0,01 1 945 0,10 0 0,00 2 0,00

Current payables for:         

long-term debt
526
870

27,30
454
273

22,61 
433
744

23,23 12 183 0,44

products, works, 
services

95 718 4,96 49 141 2,44 52 015 2,79
569
552

20,50

settlements with 
budget

228 0,01 285 0,01 1 260 0,07 1 471 0,05

settlement with 
insurance 

0 0,00 0 0,00 3 0,00 1 373 0,05

settlements with 
salaries 

11 0,00 75 0,00 167 0,01 204 0,01

Current payables for 
advances received

953 0,05 10 542 0,52
408
500

21,88
511
656

18,40

Current provisions 5 265 0,27 0 0,00 11 810 0,63 11 997 0,43
Deferred income 179 0,01 151 0,01 122 0,01 109 0,00
Other current 877 45,50 952 47,22 1 080 57,87 776 27,90
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liabilities 629 910 455 857
Total CHAPTER 
IІІ

1 506
994

78,10
1 469

322
72,81

1 988
076

106,50
1 885

404
67,70

Balance
1 929

093
100,00

2 017
950

100,00
1 866

890
100,00

2 783
480

100,00

Long-term liabilities accounted for the largest share of the capital structure

during the analyzed period, with current accounts payable for long-term debt at

22,5% and other current liabilities at 47,22% in 2017, and 2017 - payables on long-

term liabilities  23,2%, on advances received 21,9% and other current liabilities

57,9%. In 2018, long-term liabilities accounted for the largest share of payables for

goods,  works,  services  20,5%,  advances  received  18,4%  and  other  current

liabilities 27,9%.

Due to the negative equity in 2016 and 2017, the share of long-term liabilities

in 2017 was 106,5% and equity -7,5%.

The  assets  structure  changed  in  2018,  when  the  share  of  equity  in  total

liabilities increased to 31,3% and long-term liabilities decreased to 67,7%.

Therefore,  according to  the  capital  structure,  it  can  be  concluded  that  the

company is not insured with its own financial resources, but finances its activities

mostly through borrowed financial resources, which makes it financially dependent

and  threatens  unsustainable  financial  stability  and  threatens  to  deteriorate  its

solvency in the future.

2.2 General assessment of enterprise's financial sustainability

The financial sustainability of an enterprise can be assessed using a number of

absolute and relative indicators.

The absolute measure of financial stability of the enterprise is the concept of

own working capital. 

WC = E – LTA                                                   (2.1)

where E – equity, UAH;

LTA – long-term assets, UAH;
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WC2016 = -221 961 – 1 101 851 = -1 323 812 ths. UAH 

WC2017 = -133 536 – 1 404 799 = -1 538 335 ths. UAH

WC2018 = 870 446 – 2 394 722 = -1 524 276 ths. UAH

As the availability of own working capital, especially its positive value, is a

minimum condition for financial stability, we see that this condition is not reached

for Astarta-Kyiv LLC in 2016-2018, which indicates a violation of the financial

stability of the enterprise.

The results of the comparison of the above values are shown in Table. 2.3.

Table 2.3

Determination of the type of financial stability of Astarta-Kyiv LLC in 2016-

2018

Indicator
kUAH

01.01.2016 31.12.2016 31.12.2017 31.12.2018
Working capital -1 303 568 -1 323 812 -1 538 335 -1 524 276 
Inventories 155 372 30 120 7 866 31 780 
Working capital + 
Long-term liabilities

-559 273 -553 223 -1 525 985 -1 496 646 

Working capital +  
Long-term liabilities 
+ Current liabilities

947 721 916 099 462 091 388 758 

Type of financial 
sustainability

947 721>155
372

916 099>30
120

462 091>7 866
388 758>31

780
unstable unstable unstable unstable

As inventories can only be financed through the use of equity, long-term and

short-term borrowed funds, the financial position of the enterprise can be called

volatile, since it depends excessively on external sources of financing.

In this case, financial sustainability can be considered eligible if one of the

following conditions is fulfilled:

1) if the value of inventories and finished goods exceeds the volume of short-

term bank loans and borrowings at the expense of which inventories are formed;

2) if the working capital exceeds the cost of work-in-process production and

deferred expenses. 
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In 2016, the value of inventories is UAH 30 120 thousand and bank loans

UAH 

1 945 thousand, in 2017 inventories amounted to UAH 7 866 thousand and

there were no loans from banks, in 2018 inventories amount to 31 780 thousand

UAH and loans UAH 2 thousand, that is, we see that this condition is fulfilled.

However,  the second condition cannot  be  fulfilled,  since  the value  of  working

capital  is  negative,  and  therefore  cannot  exceed  the  value  of  work-in-process

production.  In  view  of  this,  the  current  state  of  financial  sustainability  is  not

acceptable,  so  management  should  pay  attention  to  addressing  these  problems,

since there is still room to restore financial solvency and become more financially

independent.

We also analyze the financial sustainability of an entity on the basis of the

ratios calculated in accordance with the balance sheet and income statement. The

main such ratios include equity ratio, ratio of provision of inventories with own

working capital, leverage ratio, current assets to equity ratio, concentration ratio of

borrowed capital, financial stability ratio, ratio of the real value of fixed assets and

a number of other results, which are given in Tab. 2.4.

Table 2.4

Analysis of financial sustainability indicators of Astarta-Kyiv LLC for 2016-

2018

Indicator
01.01.
2016

31.12.
2016

31.12.
2017

31.12.
2018

Deviation Recom.
value2016 2017 2018

Equity ratio -0,17 -0,11 -0,07 0,31 0,06 0,04 0,38 >0,5
Leverage 
ratio

-5,99 -9,09 -13,98 3,20 -3,10 -4,89 17,18 1,67-2,5

Financial 
stability ratio

0,22 0,27 -0,06 0,32 0,05 -0,34 0,39 0,7-0,9

Equity to 
debt ratio

-0,14 -0,10 -0,07 0,46 0,04 0,03 0,52 >1

Maneuvering 
ratio

4,05 5,96 11,52 -1,75 1,92 5,56 -13,27 >0,1

Concentratio
n ratio of 
borrowed 
capital

1,17 1,11 1,07 0,69 -0,06 -0,04 -0,38 0,4-0,6
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Ratio of the 
real value of 
fixed assets

0,19 0,18 0,20 0,48 -0,01 0,02 0,27 >0,2

Ratio of 
provision of 
inventories 
with own 
working 
capital

-8,39 -43,95 -195,57 -47,96 -35,56 -151,60 147,60 >0,5

The equity ratio shows that in 2016 and 2017 the company finances its own

assets  only  through  borrowing  capital.  During  2016-2017,  this  figure  becomes

negative due to the negative value of equity. The presence of uncovered loss does

not make it possible to fully finance the assets, since it is first necessary to repay

the loss. Only in 2018, the indicator is positive and is 0,31 that is 31% of assets the

company finances at the expense of its own financial resources. This value is lower

than the recommended one, however, can predict a positive trend by increasing

equity with every net profit and reinvesting it in economic activity. Low levels of

equity ratio entail  significant  financial  costs  -  interest  payments and borrowing

costs, and consequently significant financial risks.

The leverage ratio acquires very high values, which indicate high financial

risks, and it is possible to reduce the value of this indicator only by increasing the

amount of equity. In 2018 1,2 hryvnias of own funds amounts to 3,20 hryvnias of

attracted funds, which exceeds the regulatory value.

The  financial  stability  ratio  as  an  indicator  of  the  financial  solvency  of

Astarta-Kyiv LLC in the long term shows that the value of the ratio is lower than

the recommended value in 2016-2018, and there is a high risk of losing financial

solvency if  short-term borrowing sources  are  not  available.  Again,  this  can  be

increased by increasing equity of the company.

Equity plus long-term debt to total assets ratio is increasing every year, but in

2016 and 2017 the figure is below zero due to the uncovered loss and the negative

equity  value.  In  2018,  this  ratio  is  equal  to  0,46  which  is  lower  than  the
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recommended level, so there are significant risks of being insolvent as for UAH 1

of borrowed funds is only UAH 0,46 of own funds.

Сurrent  assets  to  equity ratio  has a  heterogeneous trend throughout  2016-

2018. The negative value of working capital shows that all funds are directed to

financing  non-current  assets,  and  all  working  capital  is  financed  solely  by

borrowing capital, which increases financial risks and reduces the level of financial

stability.

Concentration ratio of borrowed capital shows that during 2016 and 2017,

assets are financed through current and long-term liabilities, and the enterprise also

has  debt.  The  situation  is  changing  in  2018,  when  assets  are  70% funded  by

borrowing capital. Such an indicator is higher than recommended, and accordingly

the financial risks are higher and the level of leverage is generally high. Increasing

the  value  of  equity  by reinvesting  profits  and  raising  additional  capital  by  the

owners will solve this problem.

We also evaluate the financial  sustainability by the integrated method and

present the results in Tab. 2.5.

Table 2.5

Financial stability indicators by the integrated method

Indicators
01.01.
2016

31.12.
2016

31.12.
2017

31.12.
2018

Ratio of coverage of inventories with own working
capital

-8,39 -43,95 -195,57 -47,96

Ratio of maneuverability of own funds 4,05 5,96 11,52 -1,75
Fixed Assets Index -1,16 -1,64 -2,84 1,52
Long-term borrowing ratio -2,31 -3,47 -0,09 0,03
Ratio of accumulated depreciation 0,43 0,48 0,52 0,04
Ratio of fair value of property 0,20 0,18 0,21 0,48
Debt-to-equity ratio -6,99 -10,09 -14,98 2,20

For  the  overall  assessment  of  the  financial  sustainability  by  the  integral

method, we calculate a generic indicator of changes in the financial stability of the

enterprise:

2016 year: FS = (1 + 2*(-3,47) + (-43,95) + 1/(-10,09) + 0,18 + (-1,64)) / (1 +

2*(-2,31) + (-8,39) + 1/(-6,99) + 0,20 + (-1,16)) - 1 = (-52,59 / -3,87) – 1 = 2,47
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2017 year: FS = (1 + 2*(-0,09) + (-195,57) + 1/(-14,98) + 0,21 + (-2,84)) / (1

+ 2*(-3,47) + (-43,95) + 1/(-10,09) + 0,18 + (-1,64)) = 2,71

2018 year:  FS = (1 + 2*0,03 + (-47,96) + 1/2,20 + 0,48 + 1,52) / (1 + 2*(-

0,09) + (-195,57) + 1/(-14,98) + 0,21 + (-2,84)) = -0,74

A  negative  figure  in  2018  indicates  a  deterioration  in  the  financial

sustainability of Astarta-Kyiv LLC.

Сonsequently,  the  financial  stability  of  Astarta-Kyiv  LLC  is  broken,  the

company has a very high level of financial risks and a high level of dependence on

external sources of financing, as well as the threat of loss of solvency and even

bankruptcy, if not take proper measures to manage financial stability.

2.3  Factor  and  comparative  analysis  of enterprise's  financial

sustainability management

Factor  analysis  is  a  type  of  economic  analysis  that  allows to  identify  the

impact of individual factors on the resulting indicator.

Factor analysis provides a quantitative assessment of the impact of factors on

the performance indicator, and thus allows in the analysis of capital and financial

sustainability  to  change  and  form  the  parameters  of  capital  management  by

appropriate selection and adjustment of the factors that determine them.

For factor analysis of financial sustainability, the resulting indicator is the 

equity ratio, the financial stability ratio, and the concentration ratio of borrowed 

capital. These indicators are based on a deterministic relationship, that is, a 

performance indicator can be expressed as a proportion of factors. 

We decompose the selected ratios into components and obtain factor models 

for each of the ratios.

To determine the influence of individual factors on the values of the ratios, we

use one of the methods of factor analysis - the method of chain substitutions. The

method  of  chain  substitutions  is  to  obtain  a  set  of  intermediate  values  by
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sequentially replacing the values of  the factors  in the previous period with the

values  of  the  factors  of  the  reporting  period.  The  difference  between  the  two

intermediate values of the outputs will  be the change in the outputs due to the

change of the respective factor indicator.

The output data for factor analysis will be shown in Tab. 2.6.

Table 2.6 

Basic data for factor analysis of financial stability ratios of Astarta-Kyiv

LLC

Indicators
kUAH

01.01.201
6

31.12.201
6

31.12.201
7

31.12.201
8

Equity, ths. UAH., including -322 196 -221 961 -133 536 870 446 
registered (share) capital 100 000 100 000 100 000 100 000 
capital in revaluation 0 0 0 681 869 
etained earnings (accumulated loss), 
ths. UAH

-422 196 -321 961 -233 536 88 577 

balance-sheet total, ths. UAH 1 929 093 2 017 950 1 866 890 2 783 480 
Long-term liabilities, ths. UAH, 
including

744 295 770 589 12 350 27 630 

long-term bank loans 744 295 425 453 12 350 13 844 
other long-term liabilities 0 345 136 0 13 786 
Current liabilities, ths. UAH, 
including

1 506 994 1 469 322 1 988 076 1 885 404 

short-term bank loans 141 1 945 0 2 
current account payables 623 780 514 316 895 686 1 095 066 
current provisions 5 265 0 11 810 11 997 
Deferred income 179 151 122 109 
Other current liabilities 877 629 952 910 1 080 455 776 857 

We calculate the impact of factors on the change in the equity ratio in 2017.

ER2017=  (RC2017 + CR2017 + RE2017) / BST2017 = (100 000 + (-233 536)) / 1 866

890 = -0,07

Chaining the value of factors in 2018, we will determine their impact.

a) Determine the impact of registered capital:
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ERRC=  (RC2018 +  CR2017 +  RE2017) /  BST2017 = (100 000 + (-233 536)) / 1 866

890 = -0,07

∆ ER = -0,07 – (-0,07) = 0

b) Determine the impact of capital in revaluation:

ERCR=  (RC2018 +  CR2018 +  RE2017) /  BST2017 =  (100 000 + 681 869 + (-233

536)) / 1 866 890 = 0,294

∆ ER = 0,294 – (-0,07) = 0,364

c) Determine the impact of retained earnings (accumulated loss):

ERRE =  (RC2018 + CR2018 + RE2018) /  BST2017 =  (100 000 + 681 869 + 88 577) /

1 866 890 = 0,466

∆ ER = 0,466 – 0,294 = 0,172

d) Determine the impact of balance-sheet total

ERBST = (RC2018 + CR2018 + RE2018) / BST2018 = (100 000 + 681  869 + 88577) /

2 783 480 = 0,31

∆ ER = -0,31 – 0,466 = -0,156

Therefore, we can conclude that the equity ratio changes as follows:

- increased by 0,36 as a result of increase capital in revaluation by UAH 681

869 thousand;

- increased by 0,17 as a result of increase of retained earnings by UAH 322

113 thousand;

- decreased by 0,156 as a result of the balance-sheet total increase by UAH

916 590 thousand;

- the size of the registered capital  does not change and therefore does not

influence the magnitude of equity ratio.

The overall impact of the four factors:

∆ ER = ERRC  + ERCR + ERRE + ERBST = 0 + 0,36 + 0,17 – 0,156 = 0,374. 

Therefore, we see that the increase in the equity ratio was most influenced by

the increase in capital in the revaluations, in our case by UAH 681 869 thousand.
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We calculate the impact of factors on the change in the financial stability ratio

in 2017.

FCR2017 =  (RC2017 +  CR2017 +  RE2017)  /  TL2017 =  (100 000 + (-233 536))  /

2 000 426 = -0,07

Chaining the value of factors in 2018, we will determine their impact.

a) Determine the impact of registered capital:

FCRRC = (RC2018 + CR2017 + RE2017) / TL2017 = (100 000 + (-233 536)) / 2 000

426 = -0,07

∆ FCR = -0,07 – (-0,07) = 0

b) Determine the impact of capital in revaluation:

FCRCR = (RC2018 +  CR2018 +  RE2017) /  TL2017  =  (100 000 + 681 869 + (-233

536)) / 2 000 426 = 0,27

∆ FCR = 0,27 – (-0,07) = 0,34

c) Determine the impact of retained earnings (accumulated loss):

FCRRE = (RC2018 + CR2018 + RE2018) / TL2017  = (100 000 + 681 869 + 88 577) /

2 000 426 = 0,44

d) Determine the impact of total liabilities:

FCRTL = (RC2018 + CR2018 + RE2018) / TL2018  = (100 000 + 681 869 + 88 577) /

1 913 034 = 0,458

 ∆ FCR = 0,458 – 0,44 = 0,018

Therefore, we can conclude that financial stability ratio changes as follows:

- increased by 0,34 due to capital increase in revaluation by UAH 681 869

thousand;

- increased by 0,17 as a result of increase of retained earnings by UAH 322

113 thousand;

- increased by 0,018 due to decrease in liabilities by UAH 87 392 thousand.

- the size of the registered capital  does not change and therefore does not

influence the magnitude of the financial stability ratio.

The overall impact of the four factors:
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∆ FCR = ∆ RC +  ∆ CR +  ∆ RE + ∆ TL = 0 + 0,34 + 0,17 – 0,018 = 0,528

As with the previous ratio, the change in the value of capital in revaluation is

the main factor affecting the financial stability ratio, as with its increase by UAH

681 869 thousand, the financial stability ratio increases by 0,34.

We calculate  the  impact  of  factors  on  the  change in  the  concentration  of

borrowed capital in 2017.

CRBC2017 = (LTBL2017 +  OLTL2017 +  STBL2017 +  CAP2017 +  CP2017 +  DI2017 +

OCL2017) / BST2017 = (12 350 + 895 686 + 11 810 + 122 + 1 080 455) / 1 866 890 =

1,0715

Chaining the value of factors in 2018, we will determine their impact.

a) Determine the impact of long-term bank loans:

CRBCLTBL = (LTBL2018 + OLTL2017 + STBL2017 + CAP2017 + CP2017 + DI2017 +

OCL2017) / BST2017 = (13 844 + 895 686 + 11 810 + 122 + 1 080 455) / 1 866 890 =

1,0723

∆ CRBC = 1,0723 – 1,0715 = 0,0008

b) Determine the impact of other long-term liabilities:

CRBCOLTL = (LTBL2018 + OLTL2018 + STBL2017 + CAP2017 + CP2017 + DI2017 +

OCL2017) /  BST2017 =  (13 844 + 13 786 + 895 686 + 11 810 + 122 + 1 080 455) /

1 866 890 = 1,0797

∆ CRBC = 1,0797 – 1,0723 = 0,0074

c) Determine the impact of short-term bank loans:

CRBCSTBL = (LTBL2018 + OLTL2018 + STBL2018 + CAP2017 + CP2017 + DI2017 +

OCL2017) / BST2017 = (13 844 + 13 786 + 2 + 895 686 + 11 810 + 122 + 1 080 455) /

1 866 890 = 1,0797

∆ CRBC = 1,0797 – 1,0797 = 0

d) Determine the impact of current accounts payable:

CRBCCAP = (LTBL2018 +  OLTL2018 +  STBL2018 +  CAP2018 +  CP2017 +  DI2017 +

OCL2017) / BST2017  = (13 844 + 13 786 + 2 + 1 095 066 + 11 810 + 122 + 1 080

455) / 1 866 890 = 1,1865
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∆ CRBC = 1,1865 – 1,0797 = 0,1068

e) Determine the impact of current provisions:

CRBCCP = (LTBL2018 +  OLTL2018 +  STBL2018 +  CAP2018 +  CP2018 +  DI2017 +

OCL2017) /  BST2017 = (13 844 + 13 786 + 2 + 1 095 066 + 11 997 + 122 + 1 080

455) / 1 866 890 = 1,1866

∆ CRBC = 1,1866 – 1,1865 = 0,0001

f) Determine the impact of deferred income: 

CRBCDI = (LTBL2018 +  OLTL2018 +  STBL2018 +  CAP2018 +  CP2018 +  DI2018 +

OCL2017) / BST2017  = (13 844 + 13 786 + 2 + 1 095 066 + 11 997 + 109 + 1 080

455) / 1 866 890 = 1,1866

∆ CRBC = 1,1866 – 1,1866 = 0

g) Determine the impact of other current liabilities:

CRBCOCL = (LTBL2018 +  OLTL2018 +  STBL2018 +  CAP2018 +  CP2018 +  DI2018 +

OCL2018) /  BST2017  = (13 844 + 13 786 + 2 + 1 095 066 + 11 997 + 109 + 776

857) /   1 866 890 = 1,024 

∆ CRBC = 1,024 – 1,1866 = -0,1626

h) Determine the impact of balance sheet total

CRBCOCL = (LTBL2018 +  OLTL2018 +  STBL2018 +  CAP2018 +  CP2018 +  DI2018 +

OCL2018) / BST2018 = (13 844 + 13 786 + 2 + 1 095 066 + 11 997 + 109 + 776 857) /

2 783 480 = 0,687

∆ CRBC = 0,687 – 1,024 = -0,337

Therefore, we can conclude that the concentration ratio of borrowed capital

changes as follows:

- increased by 0,0008 due to the increase of long-term bank loans by UAH 1

494 thousand;

- increased by 0,0074 as a result of an increase in other long-term liabilities

by UAH 13 786 thousand;

- an increase in short-term bank loans by UAH 2 thousand had no significant

effect on the concentration ratio of borrowed capital;
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- increased by 0,1068 due to an increase in current accounts payable by 199

380 thousand UAH;

- increased by 0,0001 as a result of an increase in current provision by UAH

187 thousand;

- reduction of deferred income by UAH 13 thousand had no effect on the

concentration ratio of borrowed capital;

- decreased by 0,1626 as a result of decrease in other current liabilities by

UAH 303 598 thousand.

- decreases by 0,337 as a result of the balance sheet total increase by UAH

916 590 thousand.

General influence of factors:

∆ CRBC = ∆ LTBL +∆  OLTL + ∆ STBL + ∆ CAP + ∆ CP + ∆ DI + ∆ OCL

+ ∆ BST = 0,0008 + 0,0074 + 0 + 0,1068 + 0,0001 + 0 – 0,1626 – 0,337 = -0,3845

Factors such as current accounts payable, other current liabilities and balance

sheet  total  had  the  greatest  effect  on  the  change  in  the  concentration  ratio  of

borrowed capital.
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Fig. 2.2. Dynamics of change of financial stability ratios of Astarta-Kyiv LLC

in 2016-2018
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In order to better evaluate the financial sustainability of an enterprise, it is

necessary  to  deepen  it  with  an  enterprise  analogue  that  operates  in  the  same

industry and under the same conditions.

The  comparative  analysis  of  the  main  ratios  of  financial  stability  of  two

enterprises operating in the same field – wholesale sugar trade - Astarta-Kyiv LLC

and Tsukoragprom LLC is given and the results of calculations are given in Tab.

2.7.

Table 2.7

Relative indicators of financial sustainability of Astarta-Kyiv LLC and

Tsukoragroprom LLC in 2016-2018

Indicators
"Astarta-Kyiv" LLC

"Tsukoragroprom"
LLC

Recom.
value

2016 2017 2018 2016 2017 2018
Equity ratio -0,11 -0,07 0,31 0,02 0,07 -0,02 >0,5

Leverage ratio
-9,09 -13,98 3,20

51,2
1

15,3
3

-53,7 1,67-2,5

Financial stability ratio 0,27 -0,06 0,32 0,13 0,22 0,24 0,7-0,9
Equity plus long-term 
debt to total assets ratio

-0,10 -0,07 0,46 0,02 0,07 -0,02 >1

Working capital to 
equity ratio

5,96 11,52 -1,75 0,84 0,76 1,82 >0,1

Concentration ratio of 
borrowed capital

1,11 1,07 0,69 0,98 0,93 1,02 0,4-0,6

Fixed assets real value 
ratio

0,18 0,20 0,48
0,00

3
0,01

4
0,012 >0,2

Ratio of provision of 
inventories with own 
working capital

-43,95 -195,6 -47,9 0,03 0,09 -0,06 >0,5

Made in Tab. 2.7 calculations of financial sustainability indicators of Astarta-

Kyiv  LLC  and  Tsukoragroprom  companies  generally  indicate  the  unstable

financial condition of both enterprises, which is primarily caused by insufficient

equity and large volume of borrowed capital, insufficient level of own and working

capital  supply  loan  sources  to  finance  current  and  non-current  assets,  which

increases their financial risk and increases their financial dependence on borrowed

capital.
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We  see  that  the  values  of  all  indicators  are  outside  the  normative  ones.

However, there is a different trend of change - in Astarta-Kyiv LLC all indicators

are improving in 2018 compared to the previous ones, and in Tsukoragroprom, in

contrast, the values  of all indicators are deteriorating as equity becomes negative

due to the occurrence of uncovered loss. In view of this, it is possible to predict a

faster  rate  of  improvement  of  financial  stability  in  Astarta-Kyiv  than  in

Tsukoragroprom if effective methods of strengthening financial stability are used.
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CHAPTER 3

 WAYS TO STRENGTHEN FINANCIAL SUSTAINABILITY OF

ASTARTA-KYIV LLC

The process of increasing the level of financial stability of the company can

be divided into several stages.  The first  step is to bring the values of financial

ratios, such as liquidity ratios, working capital adequacy to the regulatory level.

For this purpose, it will  be advisable to use the following methods of financial

recovery: improvement of the payment calendar, regulation of the level of work in

progress, conversion of short-term debt into long-term debt.

The purpose of the second stage is to ensure a stable financial position of the

enterprise in the medium term, which is manifested in a stable flow of funds from

the  sale,  a  sufficient  level  of  liquidity  of  assets,  improving the  profitability  of

products.

In the third stage, a stable financial position of the enterprise is achieved in

the long run. This requires the creation of an optimal balance sheet structure and

financial results, ensuring the stability of the financial system of the company to

adverse external influences.

The  result  of  the  implementation  of  the  strategy  of  recovery  should  be

financial stabilization of the enterprise. Detailed steps to strengthen the financial

stability of Astarta-Kyiv LLC are described below.

The presence and sufficient amount of equity directly affects the efficiency of

any enterprise.  In view of this,  it  is  vital for Astarta-Kyiv LLC to continue its

profitable activity to provide the enterprise with sufficient financial resources.

An important condition for development is an increase in equity. The change

in this indicator influences such a factor as the financial structure of capital.

Equity growth can be ensured by several factors.

First, if we increase our sales revenue and reduce our cost of sales, we will get

more net profit. When reinvesting profits into further activities, we will receive an



43

increase in equity and, accordingly, our own working capital, which will improve

most indicators of financial condition and financial stability.

In  order  to  increase  the  volume of  sales,  it  is  necessary  to  maximize  the

marketing policy of the enterprise and to ensure greater loyalty of its customers

and partners. Increasing the value of profits will also contribute to improving the

quality and competitiveness of products.

The  cost  of  sales  can  be  reduced  through  more  rational  use  of  material

resources,  production  capacity  and  space,  labor  and  working  time.  Existing

manufacturing  problems  can  be  eliminated  through  various  improvements  in

technology,  upgrades  and  automation  of  production,  by  creating  a  variety  of

organizational management systems and rapid updates of fixed assets.

Second, to ensure an optimal balance between equity and borrowed funds. Of

course, it is not possible to significantly limit the attraction of funds from external

sources, since they provide for the expansion of activity and development of the

enterprise, but it is necessary to calculate the impact of borrowed capital on the

capital  structure  as  a  whole  and  how it  will  affect  the  indicators  of  financial

independence.

Thirdly,  maximize  the  turnover  rate  of  current  assets,  because  the  more

current assets make current assets, the less they are required to achieve the same

financial result, which reduces costs and increases profit.

The fastest way to increase equity for Astarta-Kyiv LLC would be to increase

it at the expense of additional contributions from owners or third parties who also

become owners. The other way is retained earnings, but to get it, you need to end

the year with a positive financial result.

The  following  measures  can  be  proposed  to  improve  the  financial

sustainability of Astarta-Kyiv LLC:

1. Increase of the registered capital by attracting additional contributions of

the owners by 30%;
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2. An increase in the amount of retained earnings by 50% due to an increase

in  sales  revenue  and  an  increase  in  gross  profit;  Revenue  from  sales  can  be

increased  by  finding  more  profitable  and  new  markets,  while  the  export  of

products will be affected by exchange rate differences. In addition, gross profit will

increase  when  reviewing  the  cost  of  production  (reduction  due  to  fuel,  raw

materials, labor costs due to technology improvements);

3. Reduction of current liabilities by 40% by reducing the amount of current

accounts payable for goods, works, services by reviewing the terms of deferral and

partial  redemption;  partial  repayment  will  result  in  an  outflow  of  cash  in  the

reporting  period,  but  will  reduce  future  financial  expenses  through  interest

payments, and assets that were financed in this way will now be financed with

additional equity raised. The extra cash to pay off the accounts payable will come

from reducing the amount of receivables (the measure described below);

4. Analyze the solvency and financial soundness of its customers in order to

reduce the risk of non-refunding of products sold and accordingly not increase the

amount of receivables;

5.   Sell  part  of  the  receivables  of  their  customers  through  a  factoring

operation,  according  to  which  the  company  will  receive  cash  in  the  shortest

possible time.

 Positive influence on improvement of financial stability of the enterprise can

be  rendered  by  transfer  of  work  on  collection  of  receivables  to  factoring

companies, which results in increase of a share of cash, acceleration of working

capital  turnover,  increase of  security with own working capital;  acceleration of

receivables turnover and as a consequence of increase of "safety margin" in terms

of solvency, etc.

As a typical scheme for the control of receivables,  a scheme that includes

several steps can be offered:

1. A critical level of receivables is set, and all settlement documents relating

to a debt in excess of a critical level are subject to mandatory review;
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2. From the settlement documents a control sample is made;

3.  The reality of  the receivables in the selected  documents is  checked.  In

particular,  letters  may  be  sent  to  counterparties  requesting  confirmation of  the

reality of the amount stated in the document.

One  of  the  important  problems  of  the  company  is  the  problem  of  cash

shortages that  are  highly  liquid  assets.  This  is  due  to  the  active  provision  of

commercial credit to customers and the lack of strict control over the collection of

commercial loans. The main directions of the policy of accelerating and improving

the efficiency of calculations are the use of factoring operations and spontaneous

financing. Spontaneous financing is beneficial for both the supplier and the buyer.

Moreover,  it  provides  some  indirect  benefits:  improving  the  liquidity  of  the

balance  sheet  and  all  financial  and  economic  performance  indicators  of  the

enterprise;  a  positive  image  of  the  company  that  cares  about  its  customers  is

formed; spontaneous financing,  as  a method of financial  management,  helps to

reduce accounts receivable and to improve financial stability.

It is also worth paying attention to the size of the company stocks, because

when determining the type of financial stability, the size of the inventory plays a

key role. It is necessary to have a clear logistical supply plan in order to ensure a

smooth production process in case of failure to deliver the basic materials, but not

to accumulate a considerable amount of them. It is important to establish a system

of efficient replenishment and utilization of inventories, since excess inventories,

as  well  as  their  scarcity,  result  in  unsatisfactory  financial  condition  of  the

enterprise and unstable type of financial stability. 

The  main  way  to  manage  inventories  to  achieve  absolute  financial

sustainability  is  to  consider  weighted  average  inventory  levels  of  products  in

warehouses per day, week, month.

The values  of  the components  of  the balance  sheet  liability  and the main

indicators of financial stability after the implementation of the proposed measures

are projected and the results are presented in Tab. 3.1.
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Table 3.1

Impact of the proposed measures on the balance sheet liability structure

and financial sustainability of Astarta-Kyiv LLC

Indicator

kUAH
Change rate,

%
Actual  value

as of
12/31/2018

Value after
proposed
activities

Absolute
variation

Registered (share) 
capital

100 000 130 000 30 000 30,00

Capital in 
revaluation

681 869 681 869 0 0,00

Retained earnings 
(accumulated loss)

88 577 132 866 44 289 50,00

Equity 870 446 944 735 74 289 8,53
Long-term 
liabilities

27 630 27 630 0 0,00

Current liabilities 1 885 404 1 131 242 -754 162 -40,00
Balance shhet 
total

2 783 480 2 103 607 -679 873 -24,43

Equity ratio 0,31 0,45 0,14 43,61
Leverage ratio 3,2 2,23 -0,97 -30,37
Financial stability 
ratio

0,32 0,46 0,14 43,26

Equity plus long-
term debt to total 
assets ratio

0,46 0,82 0,36 79,17

Concentration ratio
of borrowed capital

0,69 0,55 -0,14 -19,84

The table  above shows that  after  the  proposed measures,  all  indicators  of

financial sustainability are improving.

As a result of the 30% increase, the registered capital will amount to UAH

130 000.

If the volume of retained earnings is increased by 50%, its value will be UAH

44 289 thousand more and will be 132 866 thousand UAH.

On the whole, the value of equity will increase by UAH 74 289 thousand,

which is 8,53% more than in 2018.
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Long-term liabilities do not change as we assume that the entity will repay its

liabilities over a period of time.

However, the value of current liabilities is reduced by UAH 754 162 thousand

by 40%. To achieve this result, the company needs to develop methods to reduce

accounts receivable, because when they receive funds, the company will be able to

use them to pay off the accounts payable.

An entity may apply the following forms of refinancing to convert receivables

into  cash:  factoring,  accounting  for  promissory  notes  issued  to  buyers,  and

forfeiting.

As a result of changing the main components of the liability, the balance sheet

total will change in the direction of decrease by UAH 679 873 thousand or by

24,43% and will amount to UAH 2 103 607 thousand.

Based  on  the  values  obtained,  we  can  calculate  the  relative  indicators  of

financial stability. Thus, the equity ratio increased by 0,14 which was 43,6%. Of

course, the normative value in this period will not be reached, but if the same rate

of growth of retained earnings,  and therefore equity,  is  maintained,  in the next

reporting periods the equity ratio is likely to be at the level of normative value.

Despite this, the company has become more financially independent from external

sources of financing.

The  ratio  of  leverage  ratio  decreased  by  0,97  and  compared  to  2018  it

decreased by 30,4%. Such a change indicates that  the financial  stability of  the

enterprise is strengthened in terms of increasing the share of financing of assets at

the expense of own funds, reducing the degree of dependence on borrowed capital

and, accordingly, reducing the level of financial risks.

The financial sustainability ratio is up 0,14 and is 0,46 up 43,26% from 2018.

Recommended value is also not achieved, but this change indicates a reduction in

bankruptcy and an increase in the solvency of the enterprise in the long run.

The financial stability ratio increased by 79,2% to 0,82. According to this

indicator, in 2018 only UAH 0,46 amounted to one hryvnia of liabilities, as a result
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of implementation of the proposed measures for  one hryvnia,  its  liabilities will

already amount to UAH 0,82 and will continue to increase. On the whole, the level

of  financial  risks  caused  by  a  high  proportion  of  borrowed  capital  tends  to

decrease.

The  concentration  ratio  of  borrowed  capital,  which  decreased  by  0,14  or

19,84%, also confirms the fact that the share of borrowed capital decreases due to

an increase in equity that is positive for strengthening the financial stability of the

enterprise.
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2.23

0.46
0.82 0.55
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Fig.  3.1.  Change  in  financial  sustainability  ratios  after  the  impact  of  the

proposed measures to improve financial sustainability

We also calculate the value of our working capital and compare it with the

value of 2018:

2018:

WC = 870 446 - 2 394 722 = - 1 524 276 thousand UAH.

After the proposed activities:

WC = 944 735 – 2 394 722 = -1 449 988 thousand UAH.

To increase this indicator it is necessary to continue to increase the share of

own funds. As long as the business holds the negative value of its working capital,

there  will  be a  risk of  loss  of  liquidity  and sustainability,  as  there will  not  be

sufficient financial resources for uninterrupted operations.



49

Improving cash flow planning remains an important aspect for an enterprise

in the process of improving financial sustainability.

Cash  flow  planning  involves  identifying  possible  sources  of  income  and

expense for the enterprise to ensure its solvency during the planning period.

The cash flow plan is developed in the form of a payment calendar, which is a

balance of cash receipts and cash expenditures of the enterprise in separate time

intervals  and is  balanced by the  balance  of  cash  in  the  current  account  of  the

enterprise.  It  is  important  that  payment  calendars  reflect  the  real  income  and

expenses of the business to manage them effectively. In addition, separate financial

responsibility  centers  can  be  set  up  to  provide  on  an  ongoing  basis  reliable

information on a particular type of cash flow and facilitate the control process and

ensure transparency of spending. Thus, financial planning is one of the means to

ensure the financial stability of an enterprise. It allows you to provide resources to

meet  projected  volumes  of  operating  and  investment  activities  on  the  basis  of

financial  sustainability,  to  create  prerequisites  for  obtaining  a  net  profit  in  the

amount sufficient for self-financing and self-financing.

Therefore,  after  analyzing  the  financial  stability  of  Astarta-Kyiv  LLC,

possible ways of improving the financial stability of the company can be proposed.

To do this, the company needs to implement a system of measures to increase the

share of equity: to increase the amount of authorized capital; increase the level of

profitability (increase production and sales of profitable products; reduce the cost

and volume of production costs; improve the operation of financial services at the

enterprise; improve the efficiency of current assets and debt management. timely

response to changes in the environment and strategic vision of the future state of

the enterprise.
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CONCLUSIONS AND PROPOSALS

The conducted research on the essence of financial stability of the company 

showed that there is no single approach to the content of this category. In our 

opinion, the concept of "financial stability of the enterprise" can be interpreted in a 

narrow sense as a characteristic of the financial condition of the enterprise, 

reflecting its successful functioning; and broadly, as the ability to balance assets 

and liabilities through the formation of a capital structure that allows the financing 

of liabilities, the implementation of investment projects in the context of internal 

and external factors. We agree with I. Stefanov's statement that only if any 

enterprise can adapt its process of managing its capabilities to change the level of 

point utility will it be able to avoid unreasonable costs, instead the financial state 

of the enterprise will be equalized, production will be more predictable and even.

During 2016-2017 the value of equity becomes negative,  -221 961 thousand

UAH  and  -133 536  thousand  UAH  accordingly,  since  the  enterprise  has  an

uncovered loss that reduces it. However, in 2018 the uncovered loss was financed

by net profit received in the previous period, so the amount of retained earnings

amounted to UAH 88 577 thousand. Increases the amount of equity and the value

of capital in the revaluations that appeared in 2018, so as of the end of 2018 the

equity is UAH 870 446 thousand.

In  2017  the  company's  long-term  liabilities  decreased  by  UAH  758 239

thousand, or 98,4%, compared to 2016. Such decrease is caused by payment of

other long-term liabilities of the enterprise by UAH 345 136 thousand, as well as

repayment  of  part  of  long-term  bank  loans  in  the  amount  of  UAH  413 103

thousand.

In 2018, long-term liabilities increased by UAH 15 280 thousand or 123,72%

compared to the previous year. This increase was caused by an increase in the bank

long-term loans by UAH 1 494 thousand, or by 12,1%, and a new attraction of

other long-term liabilities by UAH 13 786 thousand.
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With  regard  to  current  liabilities,  their  total  amount  increased  by  UAH

518 754  thousand  in  2017,  which  is  35,31% and  decreased  by  UAH  303 598

thousand in 2018, up 28,1%.

The enterprise does not form reserve and additional capital and has no unpaid

capital.

In  general,  we  see  that  capital  of  Astarta-Kyiv  LLC  decreased  in  2017

compared to 2016 by UAH 151 060 thousand, or 7,5% but in 2018 it increased by

UAH 916 590 thousand or by 49,1%.

Therefore,  according to  the  capital  structure,  it  can  be  concluded  that  the

company is not insured with its own financial resources, but finances its activities

mostly through borrowed financial resources, which makes it financially dependent

and  threatens  unsustainable  financial  stability  and  threatens  to  deteriorate  its

solvency in the future.

The  following  measures  can  be  proposed  to  improve  the  financial

sustainability of Astarta-Kyiv LLC:

1. Increase of the registered capital by attracting additional contributions of

the owners by 30%;

2. An increase in the amount of retained earnings by 50% due to an increase

in  sales  revenue  and  an  increase  in  gross  profit;  Revenue  from  sales  can  be

increased  by  finding  more  profitable  and  new  markets,  while  the  export  of

products will be affected by exchange rate differences. In addition, gross profit will

increase  when  reviewing  the  cost  of  production  (reduction  due  to  fuel,  raw

materials, labor costs due to technology improvements);

3. Reduction of current liabilities by 40% by reducing the amount of current

accounts payable for goods, works, services by reviewing the terms of deferral and

partial redemption;  partial  repayment  will  result  in  an  outflow  of  cash  in  the

reporting  period,  but  will  reduce  future  financial  expenses  through  interest

payments, and assets that were financed in this way will now be financed with
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additional equity raised. The extra cash to pay off the accounts payable will come

from reducing the amount of receivables (the measure described below);

4. Analyze the solvency and financial soundness of its customers in order to

reduce the risk of non-refunding of products sold and accordingly not increase the

amount of receivables;

5.   Sell  part  of  the  receivables  of  their  customers  through  a  factoring

operation,  according  to  which  the  company  will  receive  cash  in  the  shortest

possible time.

 Positive influence on improvement of financial stability of the enterprise can

be  rendered  by  transfer  of  work  on  collection  of  receivables  to  factoring

companies, which results in increase of a share of cash, acceleration of working

capital  turnover,  increase of  security with own working capital;  acceleration of

receivables turnover and as a consequence of increase of "safety margin" in terms

of solvency, etc.
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