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Abstract The value of a company is influenced by many factors. It depends on how we evaluate the methods we use and
what data we have for the calculation. It is also important for what purpose we will calculate the company value. However,
the company's management decisions, their strategy and overall direction have a significant impact on the value of the
business. In the article we will deal with the impact on the value of a business's optimization of the company's transport
network. Also, whether optimization affects more revenue method or equity method.
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1. Introduction

The development and economic growth have an overall
impact on constantly new requirements in relation to infor-
mation and knowledge. Companies need to work with new
technological advances to stay on the market to keep up
with competition and meet customer expectations. "The
need to have available and process an ever-increasing
amount of information results in a consequent increase in
demand for means and devices for transmission, i. E. for
linking and exchanging data not only inside economic enti-
ties but also to their surroundings.” [1]

The essence of information and communication technol-
ogies, electronic communications and telecommunications
is to ensure not only the transmission of messages and in-
formation but also to ensure the flow of goods, services,
persons in space.

“Network industries play a crucial role in today's life be-
cause of the interdependence and dependence of other in-
dustries on their activities. They occur in many forms and
include not only material networks, e.g. transport, logistics,
communication and energy, but also abstract economic,
financial, social and knowledge networks.” [2]

Nowadays, information technologies are a necessity for
most companies and other institutions. They bring many
effects to businesses that improve their production processes.
They also bring benefits in logistics, control, administration.
In this paper, we will consider the impact of information
technology and transport, logistics, communications net-
works and the optimization of the networks themselves on
the value of company.

2. Established methodological principles
of company valuation

The value of a company in terms of professional literature
is differently defined. According to the Commercial Code, it
is “a set of both tangible and personal and intangible com-
ponents of business. The company includes things, rights and
other property values that belong to the entrepreneur and
serve to operate the business, or because of their nature they
serve this purpose.” [3]

Therefore, a company is not only its property and property
rights, but also personal components of business, to which
employees, their qualifications and experience, and intangi-
ble components belong. [6]

For many legal acts, the book value is insufficient. An
appraisal of the market value by expert activity is needed.
For expert practice, the general value of a company, or part
of an enterprise is defined in Decree No. 492/2004 of the
Collection of Laws on the Determination of General Value
of Assets as the resulting objectified value of assets, which is
an expert estimate of the most likely price of the asset being
valued at the valuation date at that location and time that it
should usually reach on the market, including value added
tax. [5]

Valuation methods are based on four main principles.

Asset principle — the value of a company is calculated
from the value of the individual components of the compa-
ny’s assets from which the value of the obligation is de-
ducted. This principle is mainly used for property and lig-
uidation method.
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Revenue principle — in the case of revenue principle, the
value of company is determined on the basis of the deducti-
ble resources that the company will create in the future. In
the decree related to the valuation methods, the revenue
principle is used in the business method.

Combined principle — principle combines asset and
revenue principles. In the decree, a combined method is
based on this principle.

Market principle — its basis is to derive the value of a
company from the value of a similar company on the market.
In our legislation on this principle works comparation
method. In practice this method is minimally used. [4,5]

In practice, the most widely used valuation methods are
based on property and yield principles. Under the property
principle, the value of an enterprise is calculated from the
value of the individual components of the enterprise's assets,
from which the value of the liabilities is deducted. In Decree
no. 492/2004 of the Collection of Laws on the Determination
of the General Value of Assets, the property and liquidation
method corresponds to this principle.

This method takes into account the static view of the en-
terprise as a whole on a specific date. [7] To this date, the
asset and liability report expert is submitted to the sponsor in
detail by component, is presented to the sponsor in detail by
component, i.e. detailed by asset cards, stock records, cash
register and bank account details, detailed records of each
claim and liability, along with relevant contracts, repayment
schedules, credit agreements, and the like, depending on the
company's specific structure. It requires the cooperation of
experts in technical and economic expertise, the precise
organization of works and their mutual continuity, provision
of documents, inspection of property.

The yield principle of valuation works with data for a
longer period of time, as it is necessary to analyze the past
development of the company. [9] In the decree, the yield
principle is used in the business method. The analysis of past
developments will point to the feasibility of the business plan
and the financial plan on which it is based.

Compared to the equity method, it is less laborious be-
cause it does not require such an expert team as an equity
method. By this method the sponsor of an expert obtains
information about the value of the enterprise as a whole, but
does not know the value of individual components of assets
and liabilities. This is an asset method advantage. Each of the
methods based on the property or yield principle has its
positives and negatives. [8] This is based on the expert's
experience and also on the structure of the submitted docu-
ments and information, so that the methods are applied cor-
rectly.

In the case of a company described in more detail in the
next chapter, it is possible to apply the property and business
method. We will not compare the specific purpose of the
assessment in the given case. However, we will compare the
impact on the overall value of the business if the current
logistics network is optimized and which method will affect
it more.

3. Network optimization and cost mini-
mization

The evaluated company is based in the Slovak Republic
and is a parent company having a subsidiary in Ukraine. In
addition to selling car diagnostics equipment, the company
also sells spare parts and tools to repair them. The structure
of the company is as follows:

Table 1. Assets statement

Year 2018
Assets 677 476
NON-CURRENT ASSETS 543 378
Long-term tangible property 543378
CURRENT ASSETS 130 811
Inventory 4431
Short-term receivables 117 862
Financial assets 8518
COSTS OF FUTURE PERIODS 3287

Source: [10]

It can be seen from the financial statements that
non-current assets are represented in a higher proportion
than current assets. All non-current assets consist of real
estate and buildings related to warehouse space and build-
ing ownership. The current assets are mainly represented by
short-term receivables.

At the end of the year, inventories are reported, which
are related to their business activities. Financial assets are
money in the cash register and bank accounts. Foreign
sources are short-term and long-term liabilities and
short-term reserves. As at 31.12.2018 no loan is reported.
The equity of the company is significantly lower in relation
to the liabilities, resulting in a high indebtedness of the
company.

Table 2. Liabilities statement

Year 2018
Liabilities and equity 677 476
Equity 44797
Liabilities 632 679
Long-term liabil-ities 491 211
Short-term liabil-ities 139 435
Short-term re-serves 2033

Source: [10]

Most of the equipment is designed for a foreign consumer.
The company does not have its own fleet. The exchange of
products between the warehouse, branches and end users is
done by an outsourcing logistics company abroad.
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The company's existing logistics network consists of one
warehouse (in Kharkov) and five branches (in Odessa, Lviv,
Dnipro and two in Kiev). The goods are transported from the
main warehouse to one branch approximately every third day
of the current month. The transported 1 pallet has the size of
1200 x 800 x 2000 mm (9 pcs on average per month). The
total monthly transport costs of the outsourcing logistics
company are shown in Table 3.

Table 3. Price list of transportation services

Price per month (1 pallet 9
Price for 1 times per month to 5 affili-
City pallet (EUR) ate = 45 pallets) (EUR)

Kharkov, UA Main warehouse Main warehouse

Dnipro, UA 30 270

Odessa, UA 35 315

Kievl, UA 35 315

Kiev2, UA 35 315

Lvov, UA 47 420

Total EUR 182 1635

Source: [autor]

The company wants to minimize shipping costs. The
company has a study where two possible solutions were
analyzed. The first solution is to optimize the network by
changing the location of the main warehouse. The second is
to ensure transport by your own means of transport and not to
use an external company.

Changing the main warehouse from Kharkov to Kiev has
reduced shipping costs. Transport costs were also calculated
if the car was transported by own vehicle. Table 4

The analysis showed that transport by own vehicle is
worthwhile only when delivering more than 185 pallets per
month. This is unprofitable for the company, as the company
does not deliver to the warehouse to such an extent. Also,
according to the financial statements, the company has a high
level of indebtedness, which implies that if they were to
acquire a means of transport, they would probably realize it
by leasing. They do not have the funds to buy movable

property.
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Table 4. Price list of transportation services

5 pallets for 1 time 5 pallets for 1 time
in EUR
Main warehouse in Main warehouse in
per month
Kharkov Kiev

Kharkov, UA 0 315
Dnipro, UA 270 315
Odessa, UA 315 315
Kievl, UA 315 0
Kiev2, UA 315 0
Lvov, UA 420 315
Total EUR 1635 1260

Own car up to 10 Own car from

Road 2510 km
pallets 10 to 30 pallets

Kharkov, UA
Dnipro, UA
Odessa, UA
Kievl, UA
Kiev2, UA
Lvov, UA 337 583
Total EUR 3035 5250

Source: [autor]

4. Impact of optimization results on
company value

4.1. Changing the location of the main warehouse

In the first case, when transporting through a logistics
company abroad and changing the location of the main
warehouse, this will mainly be shown by the value of the
business determined by the business method. By relocating
the main warehouse to the city of Kiev the cost will be cut by
375 Euros per month, according to the study. This represents
a sum of 4500 Euros per year. This cost savings will be
reflected in the company's financial plan for at least 5 years
in advance, which can be expected to increase the company's
profit. At the same time, the company is supposed to work
constantly, so the permanent value will be calculated in
accordance with the prescribed methodology in Decree no.
492/2004 as amended and this value has a significant impact
on the overall value of the company.

If the equity method is calculated in this case, the impact
could be on the receivables and liabilities between the parent
company and the subsidiary abroad if they were not paid by
31.12.2018. It would also have an impact on stock levels,
given the amount of goods shipped and the stock balance
remaining at the parent company. Short-term receivables
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represent a lower percentage of total assets when compared
to the proportion of short-term liabilities to total liabilities
that are deducted in the calculation. Specifically, short-term
receivables account for 17.4% of total assets and 22% for
short-term liabilities. When the amount of liabilities is higher
than the amount of claims, the value of the company is re-
duced.

4.2. Purchasing an own vehicle

In the 2nd case, when purchasing a vehicle, if the value
of the company is calculated using the yield method, it
would affect the total value of the company, for example, if
the company procures its own car by leasing or credit. If a
company enters into a credit agreement, then it will increase
its liabilities. However, liabilities are already very high in
relation to assets now. In this case, the interest expense
would also affect the economic result. The economic
downturn would also have a negative impact on the com-
pany's plan from a cost perspective. If the company also
achieved higher sales by trying to increase sales, it would
be balanced. In the case of leasing, it is necessary to con-
sider what form of leasing is appropriate and which com-
pany would prefer. There are two basic forms of leasing,
namely finance lease and operating lease. The case of fi-
nancial leasing is good for companies if the company wants
to surrender the right. Thus, after leasing, the property be-
comes the property of the company. Thus, during the lease
term, the owner who pays the lease is not the owner imme-
diately, but the company that is the lessor. Getting a car is
in many cases a large and demanding financial item, and
few can afford it. Monthly repayment is a better option for
many. Most companies require a first down payment in the
form of a down payment, which the client can choose in
percentage of the total price. Total lease payments cover the
cost of the asset and the redemption price is usually lower
than the asset's market price. The Company may assign the
asset to the asset and depreciate it. It also affects the prop-
erty and business method. The property method also affects
the value of assets, the value of liabilities and the value of
business through costs.

The second form of leasing, operational leasing, is less
used by private individuals, rather by firms. The advantage
of this type of leasing is that the leasing company cares for
maintenance such as servicing, insurance, wear and tear,
and these costs do not fall on the person repaying the
monthly instalments. A down payment is not required in
this case. The disadvantage is that the property after repay-
ment remains the leasing company.

The amount of the monthly cost of the company depends
on the type of lease. However, it is necessary to consider
whether the company wants to become the owner of the
means of transport. If the company chose a finance lease,
the company could register the means of transport in the
assets, but at the same time in liabilities, which are gradu-
ally reduced by monthly instalments. In this case, however,
it will affect the total value of the economic result for all

leasing costs. In the case of a second form of leasing, the
company would report a rental cost monthly, which is lower
than in the first case. However, the company will not own
the means of transport. At the same time, however, it will
not have increased costs for repairs, maintenance, insurance,
for example

5. Conclusions

From the expert point of view, it is possible to apply the
property method as well as the yield method. If we theoret-
ically think about maximizing the value of a business in the
first case, it is preferable to apply the business method. In
particular, the method results in a management result that is
reflected in the plan in the future and also affects the value of
sustainability. The structure of the company's assets is re-
flected in the level of capitalization together with the tax rate
and the level of risk. However, the essence of value is the
result of the management and the related company plan. In
the first case, for an asset value, the carrying amount of the
asset is greater than the value of the liabilities. But it is an
accounting perspective. From an expert point of view, it is
necessary to assess the fair value of the asset, its wear and
tear and the status at the valuation date. The value of re-
ceivables may be significantly lower if they are overdue, if
customers are in bankruptcy or liquidation, or do not com-
municate for a long time. Also, for example, inventory levels
may be lower if stocks are depreciated or unusable, and the
like. It is necessary to examine in detail the value of the
property not only through the documents, but also to carry
out an inspection in what state the property is.

In the latter case, the second form of leasing is most ap-
propriate for the company in such a situation, with such high
liabilities. The company is in a growth phase and does not
need to procure long-term means of transport for such pro-
duction. When the company stabilizes and increases its sales
to the maximum, it is worth considering whether to procure
its means of transport. In this situation, two options need to
be considered, namely whether there are higher costs for the
external transport company or for the rental of the means of
transport. However, this depends on which type of resource
the company decides. The above mentioned options have a
particular impact on the business method with the yield
principle.
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