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Introduction

This document has been prepared as an annex to the Corporate Bond

Scorecard 2.0. Its purpose is to provide the Scorecard user with a deeper

and more understandable view and guidance on the calculation of

individual financial indicators contained therein. The document first

briefly introduces the users to the financial statements, then interprets

assets, liabilities, profit and loss statement, cash flow statement and finally

provides guidance on the calculation of individual financial results and

indicators, together with a fillling form for practice.

Disclaimer

Please note that this document contains a basic list of financial indicators

and their forms. During more complex evaluation and financial analysis of

the issuance and issuer, many more indicators come into place, which

can then be calculated in different and more advanced forms.
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Financial statements

The basic sources of information for the evaluation of the company‘s financial

health are the financial statements. Common financial statements are balance

sheet, profit and loss statement and cashflow statement, which is often not

disclosed in the Czech Republic. Very important complements are also, if

available, annual report and notes to the financial statements. The financial

statements depict basic financial situation of the company and are mutually

interconnected. This interconnection is then depicted in the diagram below.

Individual statements are then discussed in more detail in the following chapters.

Source: Ministry of Finance, Kislingerová, E.
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Assets

The company‘s assets are the results of historical investment decisions

of the company. They are organized according to the function they

perform, then also according to liquidity and the time, in which they are

bound in the company. As depicted in the figure below, they are divided

into two main components – fixed assets and current assets. For the

purposes of calculation of the indicators contained in the Corporate Bond

Scorecard 2.0 or this document, only Total Assets will be needed.
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Liabilities

Liabilities, or resources that fund assets, are divided into two basic

groups – Equity and Liabilities. For the purposes of the Corporate Bond

Scorecard 2.0, it will be important for investor to track mainly the

liabilities, as they are used for the calculation of the Debt-to-EBITDA

ratio. Calculations of EBITDA and other indicators are available on the

following pages of the document.
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Profit and loss account
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The profit and loss account is intended to inform its users about the success

of the company's work - the result achieved by its business operations. It

shows the relationship between the company's incomes and expenses it

incurs over a certain period. For the purposes of CBS 2.0 indicators, the

investor will be interested in the following items:

• Revenues from sales of own products and services

• Revenues from sales of goods

• Earnings after Taxes (EAT)

• Earnings before Taxes (EBT)

• Earnings before Interest Expenses and Taxes (EBIT)

• Depreciation & Amortization (D&A)
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Cash flow statement

The cash flow (CF) statement is an important annex to the balance sheet

and the P&L* account, as the company may be, according to P&L account,

profitable, but simultaneously insolvent. The CF statement provides

information on incomes and expenses and thus shows the actual flow of

cash, while it is desirable that incomes exceed expenses. Investor is interested in

CF from the perspective of the potential yield he/she can receive if he/she invests

in the company. The CF statement divides cash flows into three basic categories:

CF from operating activities , CF from investing activities , and CF from

financing activities.

It is also important to monitor the cash at the beginning and at the end of

the period together with the net increase/decrease in the cash , which is also

reflected in the balance sheet.
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Below this text, you can find calculations of individual indicators and

items included in the Corporate Bond Scorecard 2.0. For better

orientation, the individual items required for the calculation are stated

together with their numerical designations in dark blue circles, which

were introduced in the previous pages.
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Practicing calculations of individual indicators
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Below this text, you can find a premade fillable form to practice the

calculations of individual indicators and items included in the Corporate Bond

Scorecard 2.0. Individual items can be found in any financial statements,

following the example of previous visualizations and numerical

designations. You can simply print the form and fill it out in writing.


