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The evaluation and design of an performant accounting model has to be achieved using
many financial and non-financial indicators in order to diminish their limits, and to realize
an empirical research which will lead to the building of an set of indicators assessing the
overall performance, adapted to Romanian business environment because, at the moment
the need to use a set of indicators to provide a detailed picture of performance. Through the
undertaken empirical research we had raised the development of some indicators in order
to reflect as closely as possible the overall size of the analysed entity’s financial performance
in the context of the assessment of cash flow.
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1. Introduction

Under this scientific approach and through the undertaken empirical research it was finally
worked out an accounting model of evaluation and performance of cash flow for three companies
listed on the Romanian capital market, bearing in mind that the accounting’s role in economy is
indisputable; through the system of accounts the accounting provides information unaltered by
subjectivism calls for better coherence and preciseness among the reflecting of economical and
financial facts. Although the objectives of financial accounting are miscellaneous we have to highlight
that the final products of any accounting system are the summary documents, and the supply of
information provided by these documents depends on users respectively on their informational needs.

2. The analysis of an enterprise’s cash flows
The situation of cash flows provides information about the payments and receipts from

operating activities of an enterprise, during a certain time period but, at the same time offers an
overview of the financial and investment activities of the company. It also represents a critical
component of the financial statements due to the interest of investors regarding the ability to generate
currency flows in order to cover the payments to shareholders. In other words, the situation of cash
flows helps forecasting:

1. The ability to generate future cash flows;

2. The ability to pay the obligations and dividends;

3. The causes of the difference between profit and earned receipts;

4. Monetary and non-monetary aspects of funding transactions and investments.

IAS 7 presents the advantages of the situation of cash flows as follows:

« Generates a clearer picture of the company’s financial structure and its ability to affect the
amounts and timing of cash flows in order to adapt to changing circumstances and
opportunities. Cash flow statement provides very important information regarding cash flows
from operating, investing and financing activities. These are not available and can’t either be
extracted from the balance or from the profit and loss account.

« Gives additional information for the users of financial statements in assessing changes,
liabilities and equity components of some situations. At the end of each year, when
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comparative balance sheets are presented, the users receive information regarding company’s
assets and liabilities.

« It also enhances the comparability of the reporting of operating performance by different
enterprises because it eliminates the effects of using different accounting treatments for the
same transactions and events. Since the 1960’s and until the 1970’s there were strong debates
on accounting standardization. These had led to cash flow statement. The concept underlying
the cash accounting scheme is that it eliminates the arbitrary allocation, which is instrumental
for the concept of accrual-based accounting.

< The cash flow statement is used to create a parallel between their previous evaluation using
current year information.

The sources of the formation of an enterprise’s cash flow using management, capital and
investment operations is retained by the following formula: & = “fgear + ©Fmp + G|

The management cash flow is synthetically determined by adjusting profit with the provisions,
amortizations and working capital requirement variation: ez = 8V 4 Ama gt proviziners — INFR
Another method which enables the highlighting of accountancy’s upon the cash flows and the
determination of the future cash flow is represented by the indirect method.

The cash flow arising from investment activities is obtained by comparing the long-term
assets on their gross value from the very beginning of the year with those at the end of the year,
without deduction of amortizations. On the balance sheet will be recorded on net worth of
amortizations, and from the initial long-term assets less the amortizations and provisions:
CFony = [Meg, — Amee 5L rouls, nele — [y |

The cash flow arising from financing activities with foreign capital are generated by
capital increases: CFrip = ICPR + JOTL = [CPR]y — P — CPRy) + VOTL, — DTL, ' where:

ACPR = capital increasement by issuing new shares/ reinvestment of distributed and undistributed
profits, own share redemptions;
ADTL = primirea receivement of new credits / the reimbursement of the old loans.

Total cash flow represents the sum of management, investment and financial cash flows:
CFT = CFygyr 4 CFyy 4 CFypy = FiVfy — ThNgsTlig + CFF = Fiiy

Free cash flow is that part from the net profit being distributed to capital investors after the
corporation tax has been paid and the company’s economical growth has been financed . It expresses
the amounts of money which the capital investors (shareholders or creditors) are going to receive
during the whole forecasted period.

The cash flows resulted from operations and from the operating activity of the company are
going to be corrected (increased or decreased) with the cash flows regarding new investments (other
than those of maintaining and financing from amortizations ) and with those resulted from sales of
assets. These free cash flows are also sustainable earnings, and will be distributed for the
remuneration of shareholders (dividends) and creditors (interest), but only after the financing of
economical growth has been assured. The available cash flow envisages the holding power and the
economical growth of the company.

Its value is given by the management cash flow less the investments in financial fixed assets
and stocks, tax assets and operating costs. To these are added the cash flows from the sale of assets
which are used to finance the investments, as follow:

Current results ¢ eperating and financlals = PN + Ame + Dok~ £2-13
Where no investment in fixed assets or in needs for working capital is taking place, the result

of management operations could be shared between the investors, shareholders and lenders,
Eeonomie growth = 4lme + A&CRnete

L)

E Ik - P Ta - . e LT [T r . B [eal Y B P PRl g PRl
CFD = Current vesultz- Beomomic growth = BN + Ame + Debe 41 -l Zime- J0FR, AIMO = Imol Limo0 + Amey ANFR = NFR11NFRO

where, 1 and 0 are expressing the beginning and the end of the financial year.The formation of the
available cash flow:
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[Rez)_crt (expl+fin)

Economic growth

PN+Amo+Dob(1—7) Almo+NFR

AImo=[Imo)_1—[Imo)_0+[Amo)_1
ANFR=[NFR) 1—[NFR) 0
Capital operations

Management operations

CFD = EBIT = il =Th + Amp=Jime= ITFR
EBIT= tl-1i+ dme = ERITDA = #l-1i+ dme-1
CFD m CFper Dok e il =td o Ame « o= dimc
CFD = CFT + By » {1-T1 + CFDgop + CF D,
The inflation affects the available cash flow for the shareholders in the years in which the
revaluation accounting for fixed assets is made. The adjustment of the fixed assets’ s value is
accompanied by equity’s adjustment by the establishment of revaluation. The establishment of
revaluation do not represents a real financing of the company because the money are not coming
into the pay box or bank account. Those are only an accounting highlighting of the adjustment of
equity compared with current prices. Secondly, the inflation affects the available cash flow for the
creditors, regarding their power purchase. In order to protect themselves, the creditors variable
interest in relation to market’s interest, or they are going to invest quickly the funds on market’s
rate of interest.

In order to evaluate an enterprise and its capitals , the available cash flow and asset value from
the end of the year are updated at the specific costs of the capitals appropriated to the specific risk
profiles.

VW eroy wimey wdify
. Lak

VAMrrape, = Vo tuorepn, — $mmg + ACR )
i - ‘-"TEPE;! + ':FRL
vors = T+L
. EFD 4 ITL
L
“ore = Vogry — W8T + Prowizgd
Where: k= the weighted average capital; %= equity; ¥z = borrowed capital.

W

3. The econometric and accounting modelling of the cash flow indicators
3.1. The description of pharmaceutical companies

3.1.1. S.C. ANTIBIOTICE S.A. Iasi

Antibiotice S.A is the most important romanian generic medicines producer having a
portofolio of over 137 medicines, covering the broadest range which includes cardiovascular, anti-
infective and the central nervous system. 3.1.2. S.C. ZENTIVA S.A. Bucuresti

Zentiva is an international pharmaceutical company centred on devellopement, production
and marketing of generic pharmaceutical products. It is market leader in Czech Republic, Romania and
Slovacia, and its importance is increasing fast in Poland, Russia, Bulgaria, Ukraine and Baltic countries.

3.1.3.S.C. ROPHARMA S.A. Brasov

ROPHARMA is an pharmaceutical company resulting from the merger between lassy Farm S.A.
lasi, Aesculap S.A. Targu-Mures, Medica S.A. Bacdu, and Global Pharmaceuticals SRL Brasov.

437



International Conference “Risk in Contemporary Economy” ISSN-L 2067-0532 ISSN online 2344-5386
XVIth Edition, 2015, Galati, Romania,
“Dunarea de Jos” University of Galati - Faculty of Economics and Business Administration

3.2. The analysis of performance indicators

Nevoia de fond de rulment
Nevoia de fond de rulment Nevoia de fond de rulment Jo

ANTBIOTICE ZENTVA ROPHARMA. ANTBIOTICE ZENTHA ROPHARMA ANTBIOTICE ZENTWA ROPHARLIA
NFRO 165508 183402 29731 KFRO 148883 213483 2513 MFRD 123972 173203 202462
NFR1 170345 192307 16227 HFR1 165220 24882 16227 WFRY 147136 178074 263618
DHFR 2437 25399 45958 DN 19367 azem 45954 DNFR 2184 54102 28943

Figure no. 1- THE EVOLUTION OF NEEDS FOR WORKING CAPITAL FOR THE THOSE THREE
COMPANIES LISTED ON BVB FOR 2012-2014.
Source: data calculated and processed by the authors, soft Matlab.

THE VARIATION OF NEEDS FOR WORKING CAPITAL

Figure no. 2-THE VARIATION OF NEEDS FOR WORKING CAPITAL COMPRISED IN THE PERIOD
2012-2014.
Source: data calculated and processed by the authors.

The variation of needs for working capital is an important factor used to determine the flow of
availabilities assessing the worth of the company using the method of operating cash flows.

As we can see in the Figure no. 1 on the basis of the calculations carried out based on the data
from the balance sheet and profit and loss account, for the companies ZENTIVA and ROPHARMA
negative values of the variations in working capital requirements had been obtained, in 2012 and
2013. In other words, there is not registered a need in working capital requirements, but a clearance of
the attracted sources.

The positive values obtained by those three companies (Figure no. 1) expressly states that a
share of the net assets like the stocks and claims is going to be financed from the working capital.

2014 2013 2012
Situatia fluxurilor de numerar Sttuatia fluxurilor de numerar Situatia fluxurilor de numerar
ANTBIOTCE ZENTIVA ROPHARMA ANTBIOTICE ZENTRA ROPHARMA ANTEROTICE ZENTIVA ROPHARMA,
CFgest 78168 11819 25801 CFgest 2% 12320 50714
Crgest 60905 216888 35801
CFf - € 12128 13071 a2 .
n 38311 £1269 12728 o i prrey Ty CFin AT 0382 a7
Chi. 50090 30512 A48 - 428 5746 488 CFiv P ae8 18791
CFT 123 -30262 50015 T I 17198 50015 CFT ™ 537 2131

Figure no. 3 -THE EVOLUTION OF CFT FOR THE PERIOD BETWEEN 2012-2014 GENERATED BY
MATLAB SOFT.
Source: data calculated and processed by the authors, soft Matlab.
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THE SITUATION OF CASH FLOWS

120000
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Figure no. 4 - THE SITUATION OF CASH FLOWS FOR THE PERIOD COMPRISED BETWEEN 2012-
2014.
Source: data calculated and processed by the authors.

IAS 7 explains the cash flows as being Cash flows are inflows and outflows of cash and cash
equivalents relating to a period. The negative values of the net cash flow( the inflows of cash are
smaller than the outflows) obtained by the analysed companies (Figure no. 4) represents a reduction
of the cash. The total positive cash flow (the inflows are bigger than the outflows of cash) represents
the company’s availabilities of money for the quick payments.

Cash flow disponibil s Cash flow disponibil 20 Cash flow disponibil 12

ANTBIOTICE ZENTIVA ROPHARMA. T ARMA
ANTHIOTICE ZENTMA ROPHARMA ANTRITEE = T

Criec Shee bt mceild CFDact 205 1873 2815
LLLLLL 7202 et prees) 20593 -53873 28150

CFDer 1907.4 816 7745 80386
1990 3281 o CFDCr 2659.6 33936 T74.8 CFDw 22114 3938 80388

(=42] 817816 109789 33892.4 cro 709356 215279 -33892.4 cFo 171306 150426 486318

Figure no. 5- THE EVOLUTION OF CFD FOR THE PERIOD BETWEEN 2012-2014 GENERATED BY
MATLAB SOFT.
Source: data calculated and processed by the authors, soft Matlab.

FREE CASH FLOW

250000
200000
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100000 |

Figure no. 6- GLOBAL FREE CASH FLOW FOR THE PERIOD BETWEEN 2012-2014.
Source: data calculated and processed by the authors.

The free cash flow (CFD) is very important for the long-term financial planning when carrying

out the economic assessment of the purchases of a company or a part of the company. CFD is that part
from the net profit being distributed to capital investors after the corporation tax has been paid and
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the company’s economical growth has been financed . The free cash flow CFD takes account of the fact
that the funds yielded by company’s activities have to be reinvested . In other words CFD represents
the difference between the operating cash flows and the economic growth generated by the project.

ECONOMIC GROWTH

80000
60000
40000
20000
0
-20000
-40000

-60000

Figure no. 7- ECONOMIC GROWTH FOR THE PERIOD BETWEEN 2012-2014.
Source: data calculated and processed by the authors.

The economic growth refers to increase in intangible (AImo) and to the growth of net current
assets, or of the net working capital . The calculations are showing that the enterprise ZENTIVA S.A.
had obtained for 2012 a positive value of the economic (Figure no. 7) and ROPHARMA S.A. had
obtained only positive values during those three years. In this case, we have a positive, upgrade
evolution of these two companies

About the negative values we can say that it highlights that situation when the macroeconomic
results have a downward trend, keeping under control some equilibrium correlations, which involves
reasonable compromises regarding the economic efficiency and the well-being of society.

Table no.1- THE NET PRESENT VALUE FOR THE PERIOD BETWEEN 2012-2014.

ANTIBIOTICE ZENTIVA ROPHARMA
2014 2013 2012 2014 2013 2012 2014 2013 2012
¥a 51501 482747 1488711 346452 498618 294683 277750 350046 107841
CANpopep | 4638443  -31570 998898  -13302 175687 -52713 64824 96877 -27707
Voczs 414665 12771 292622 9269 125806 -8723 79949 6261 45344
VAN:z 4912435 3108 34639  -32427 84110 50419 28990  -29755 16244
Forr: 13637 215389 7792 3280 3300 32568 1169 3682 17125

Source: data calculated and processed by the authors.

The net present value operates on the one hand with flows of receipt and the value of the
investment, and on the other hand with the discount factors. The positive values suggest that the own
capital will grow, and the negative results are reflecting a decrease of the enterprise’s value, and the
investment project will be rejected.
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3.3. The shaping algorithm of cash flow indicators

Figure no. 8- THE MAIN WINDOW OF THE APPLICATION.
Source: data calculated and processed by the authors, soft Matlab.

In order to shape the performance indicators we have used three datasets (about fixed assets,
current assets, claims, stocks, prepaid expanditure, current liabilities, long-term liabilities, equity,
provisions, dividends, deferred revenue, net profit, operating profit) have been take from the balance

sheet, the profit and loss account of each company.
< NEEDS FOR WORKING CAPITAL

$NECESARUL DE FOND DE RULMENT ANTIBIQTICE 5.A.  SNECESARUL DE FOND DE RULMENT ZENTIVA 5.A.

SNECESARUL DE FOND DE RULMENT ROPHARMA §.A.

NFRO1=(Stocuri0+Creante0+Chav0)- (Datcur0+Venav0); NFR02=(Stocuri02+Creance02+Chav02)- (Datcur02+Venav02); NFRO3=(3tocuri03+Creante03+Chav03)- (Datcur(3+Venav03)
NFR11=(Stocuril+Creantel+Chavl)- (Datcurl+Venavl); NFR12=(Stocuril2+Creantel?+Chavi2)- (Datcuri2+Venavi2); NFR13=(Stocuril3+Creantel3+Chavl3)- (Daccurl3+Venavld);

DNFR1=NFR11-NFRO1; DNFR2=NFR12-NERO1:

set (handles,NFRO1, 'string',NFRO1); set (handles, NERO2, 'string’ NERD2);
set (handles,NFR11, 'string' NFR11); set (handles . NFR12, 'string' NERLZ);
sec (handles,DNFRL, 'string', DNERL) ; set (handles,DNFR2, 'stxing' , DNFR2)

DNFR3=NFR13-NFRO3

set (handles.NFRO3, 'string',NFRO3)
set (handles NFR13, 'string' NFR13);
set (handles,DNFR3, 'string', DNFR3):

Figure no. 9-MALTAB COD - NFR -
Source: data calculated and processed by the authors, soft Matlab.

% CASHFLOW

CASH FLOW ANTIBIOTICE S.A. CASH FLOW ZENTIVA 5.A.
CFgest1=PN+Pexpl-DNFR1; CFgest2=PN2+Pexpl2-DNFR2;
CFinvl=AImob0-Pexpl-Almobl; CFinv2=ATmob02-Pexpl2-Almobl2;
CF£in1=CPR1-FN-CPRO+(TL1-TLO}: CFfin2=CPR12-PN2-CPRO2+(TL12-TLO2);
CFI1=CFgestl+CFinv1+CFfinl; CFT2=CFgest2+CFinv2+CFfin2;

set (handles.CFgestl, 'string',CFgestl); seg (handles.CFgest2, 'string',CFgest2);
set (handles,CFinvl, 'string' , CFinvl): ga¢ (handles.CFinv2, 'string’,CFinv2):
set (handles.CFfinl, 'stzing',CFLinl)  gap (nandles.CFfin2, 'string',CFEin2)
set (handles,CFT1, 'string’,CETL); set (handles.CFT2, 'string',CFT2) ;

CASH FLOW ROPHARMA S5.A.
CFgest3=PN3+Pexpl3-DNFR3;
CFinv3=AImob03-Pexpl3-AImobl3;
CFfin3=CPR13-PN3-CPRO3+(TL13-TL03);
CFT3=CFgest3+CFinv3+CFfin3;
set (handles.CFgest3, 'string’',CFgest3) ;
set (handles.CFinv3, 'string',CFinv3):
set (handles.CFfin3, 'string',CF£fin3);

Figure no. 10- MATLAB COD ON TOTAL CASH FLOW - CFT -
Source: data calculated and processed by the authors, soft Matlab.
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% FREE CASH FLOW AND ECONOMIC GROWTH

§CASH FLOW DISPONIBIL ANTIBIOTICE 5.A. $CASH FLOW DISPONIBIL ZENTIVA 5.A. .ASH FLOW DISPONIBIL 3.
CED1=EN+Pexpl+Dob* (1- (16/100)) - (AImobi-AImobo0) -DNFRL; CED2=EN2+Pexpl2+Dob2* (1= (16/100))= (RImobl2-AImob02) ~DNFR2; CED3=EN3+Pexpli+Dob3* (1-(16/100)) - (RInab13-AImob03) -DNFR3;
CFDact1=Div4CFI1+(CPR1-CPRO); CFDact2=Div2+CFI2+(CPR12-CPR02); CFDact3=Div3+CFT3+ (CPRL3-CERO3) ;
CFDcri=Dob* (1-(16/100)) + (TL1-TLO) ; CFDer2=Dob2* (1- (16/100) ) 4 (TL12-TLOZ) ; CEDex3=Dob3* (1- (16/100))+(TL13-TLO3);
set (handles,CFDL, ' ', CEDY) s set (handles,CFD2, 'stri set (handles,CFI3, 'string', CFI3);
set (handles, CEDact ', CiDactl) : set (handles,CFDact2, 's set (handles. CEDS, 'string', CEDS);
dles,CFD 19", CEDerl) s st (handles,CFDex2, set (handles,CiDactd, ' CFDact3);
SeReT e set (handles,CFDcr3, 'string’,CFDer3);
ACRL3=246464;
ACRO3=187924;

ILR

set (han

3986; ACR12=268383;
ACRO=314853; ACRO2=298743;
C1= (AInob1-Alnch0) + (ACR1-ACRO) ; C2= (AImob12-AIngb02) + (ACR12-ACRO2) :

set (handles.Cl, 'stzing', C1); set (handles.C2, 'string’,C2);

C3=(Almobl3-AImab03) + (RCR13-ACRO3) ;
set (handles,C3, 'string',C3);

Figure no. 11- MATLAB COD FREE CASH FLOW (CFD) AND ECONOMIC GROWTH.
Source: data calculated and processed by the authors, soft Matlab.

Conclusion

In this empirical research had been pursued the highlighting of the importance of cash flows on
the capital market. Based on the performed study it had been realized an application that reflects the
evaluation of cash flow situation, the variation of the need for working balance, the available cash flow,
and last but not least, the evaluation of economic growth over three years.

The cash flow concept represents the availabilities flow that generates a capital increase
compared to the one which was invested prior in business, the inflow and outflow of cash.

The cash flow can be also considerated a process of investment into the business which has as
final goal obtaining monetary surplus. The main role of cash flows is to highlight the monetary
movements and the financial equivalents of a company and constitutes the main objective of the
financial management regarding an enterprise.
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