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ANALYSIS

of the commercial and financial activities of the "Spektr" Co., Ltd.

for the period of 2003 – 2005

The "Spektr" Company, Ltd. was founded in 1998. As of the end of 2004, the nominal capital of the company amounted to 2.5 million rubles. The company's assets are built with the founders' contributions, obtained incomes, and with other sources – and they all belong to the founders on the shared property basis.

The legal organizational form of the company is a limited liability society where the founders are liable within the limits of their contributions.

The legal and postal address of the "Spektr" Co., Ltd. reads as follows: Office 702, 46/176A Voroshilovsky Av., Rostov-on-Don, 344010, Russia. Registration Record – 1036163001456; Taxpayer's Individual Number – 6163064210; Permanent Residence Code – 616301001; OKPO Code – 4913111. Serving bank – the "Vneshtorgbank" Rostov-on-Don Branch; Correspondent Account – 30101810300000000999; Bank Identifier Code – 046015999; Settlement Account – 40702810530000001099.

In 2005, the number of the company's employees increased by 39 persons due to the establishment of the textile products manufacturing facility (20 employees) and of the Construction Department consisting of the Construction Planning Section (4 employees), Construction Organization Section (9 employees), and Construction Monitoring Section (4 employees). Hence, as of the beginning of the autumn of 2005, the staff of the company consisted of 191 persons, while there were 152 employees at the end of 2004.

The main fields of the company's activities are the following ones: textile products sale, assembly, adjustment, warranty and post-warranty maintenance of computer and office machinery in the South of Russia, and development and implementation of software tools as well. The "Spektr" Co., Ltd. is a part of the "Region Trust" Holding Corporation that deals with textile production, plastic and facing tiles manufacture, wholesale and retail trade. Our computer machinery production was established without any assistance from the side of the Holding Corporation; we also perform its assembly and adjustment. We supply our products not only in the South of Russia but we also have direct customer in other regions of the country, e. g.: in Moscow and in the Moscow Region, in Tula, Sverdlovsk, Voronezh, Lipetsk, Yaroslavl, and Saratov Regions.

Our industrial and technological base allows daily production of 200 positions of various kinds of computer machinery and about 100 textile items.
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Pic. 1. Products sales volumes in 2003 – 2004.

The "Spektr" Co., Ltd. uses not only the products supplied by the Russian companies but also components and accessories manufactured by the leading foreign producers, which allows satisfaction of any customer demands.

The working principles provide for assembly and adjustment of various kinds of computer machinery and relevant compatible devices and software tools, and also production of textile goods following the requirements of our customers. Our production volume is growing every year.

Sales volumes and provided services for 2003 – 2005

	
	2003
	2004
	2005

	Jan – Mar
	15,000
	17,000
	21,000

	Apr – Jun
	16,500
	18,500
	19,000

	Jul – Sep
	14,500
	19,000
	22,000

	Oct – Dec 
	16,300
	21,000
	------


The company's accounting is performed with the help of the standard "1C Accounting" software. Using the values and results of its activities, the company submits its annual and quarterly financial reports to the Rostov Regional Taxation Inspection, which corresponds to the regulations for the financial and accounting reporting in Russia.

For the period of 2003 – 2004, the analysis of the results of the company's activities was performed on the basis of the annual balance sheets. The prices for the company's products and services increased and the prime cost of every product unit grew by several times as well.

As an example showing the profits of the "Spektr" Co., Ltd., we take the balance sheet for 2004 and perform a comparative analysis for the beginning and the end of the reported period. In the beginning of 2004, the balance amounted to 80 million rubles; and it had gone up to 120 million by the end of the year, which made the 40-million augmentation. This shows that the company increased its production capacities by several times, which, in its turn, proves that the company was developing efficiently and achieving its goals successfully.

This was mainly conditioned by the fact that the company had chosen the right assortment and structure of the products, the rich financial resources, and the correct strategy. Besides, the assets required for building the stocks and minimization of the costs have increased considerably for the reported period (by about 20%).

In 2004, the balance sheet profit of the "Spektr" Co., Ltd. increased by 10% if compared with the previous year (8%). The balance sheet profit plan was overfulfilled by 12% against 10.5% in the previous year. The profit share made by the sales of computer and office machinery and textile products was 9%.

In 2004, the profit amount made by the sales of finished products equaled to 12 million rubles, which was 15% more than in 2003. The profit plan for the main company's activities was overfulfilled by 3 million rubles, which was equal to about 13% of the total planned amount. The clear profit of the company was equal to 17% of the total income.

The major part of the profit was gained by the sales of the company's products, and also by modifying the appearance of them. Among all the manufactures and sold products, the company has increased the volume of the most lucrative ones. As for the reported period, the company has increased its profits due to the augmentation of the production volume by 9%.

The profitability of the sales determining the profit share of the total profit made by the products sale amounted to 0.55 ruble, which was 3.3 times higher than the similar parameter taken for the previous reported period. The profitability of the company's own capital showing the efficiency of the capital usage also increased and amounted to 0.88 ruble. The profitability of non-circulating assets for the cost unit of the main assets amounted to 0.67 ruble, which was 2.5 times higher the similar parameter taken for the previous reported period.

Basing on the above, we can safely say that the company did not face any considerable financial difficulties, both in the beginning of the reported period and at the end of it either. All the required payments of all levels were effected timely, without any delays. And by the end of the reported period, the assets required for building the stocks and minimization of the costs have increased by 3 million rubles. At the same time, the growth of the company's own turnover assets was about 300,000 – 400,000 rubles.

Basing on the analysis of the company's profit augmentation reserve, we can conclude that the company possesses the reserves sufficient for augmentation of the profit by 20%, which shows the availability of some hidden reserves allowing regulation of the profit when necessary.

It is hard to disagree about the fact that the "Spektr" Co., Ltd. does have some insignificant problems that have to be considered comprehensively, starting from the their reasons and to finding the ways to solve them. The problem of economical survival results from the impossibility to sell all the manufactured products. The only adequate solution is enhancement of the provided services assortment and promotion of the products in the regional and also in the All-Russian markets. This promotion depends on the qualification of the personnel in charge of the work with customers, the flexible pricing policy, and the economical stimulation of the employees for attraction of new customers.

Attraction of new partners and customers is an integral part of the profit making and stability strengthening process. In this connection, the managers of the company are guided by the two practical strategies, using them in the routine activities. The first one allows minimization of the expenses required for searching new partners and for checkup of their reliability. The essence of the strategy is that our company has been trying to conclude contracts for supply of our products with big time-proved customers recently. First of all, we try to conclude contracts with public entities, such as schools, institutes, scientific and research laboratories, executive authority bodies, large factories and production facilities, etc. This enables us to sell our products in large consignments, and to conclude contracts for further maintenance of the supplied machinery as well.

The second strategy allows selection of the partners who offer the best conditions. The company has developed a comprehensive policy providing for searching and checkup of the conditions offered by various partners who might arrange supplies of raw stuff and accessories for our production. In order to achieve this goal, the specialists of our Marketing and Sales Department perform regular marketing researches, looking for the most reliable companies able to offer the most favourable conditions. All that helps us minimize the eventual risks caused by untimely equipment supplies or by supplies of low-quality accessories for our machinery. In this work, we mainly direct our efforts to conclusion of contracts with immediate producers, which reduces those kinds of risks almost to zero.

Moreover, there are some special stimulation techniques that our company uses for its employees. This is certainly produces a positive effect on the augmentation of the profit in general and, in particular, on the efficiency of each person's work, as every employee is evaluated individually, depending on his contribution to the company's success.

Searching for the reserves to increase the production volume is one of the main directions of our work. This only becomes possible due to the thorough analysis of the company's economic activity, with all the positive and negative factors taken into consideration. We always try to correct our mistakes that we made before in relation to the company management, and to improve our work in order gain more profits.

CONCLUSION

The production efficiency enhancement is the most important task for any company. Determining the weak and strong points in the company management is, we believe, the primary assignment that is to be correctly fulfilled by the company's marketing service and executive managers. All our efforts are directed to achievement of that goal. We always try to improve our work and, on the other hand, we analyze our drawbacks in order to find the ways to eliminate and to avoid them in the future.

Basing on the financial analysis of the "Spektr" Co., Ltd., it is possible to conclude that the company performs its activities successfully in the market of Rostov-on-Don and the Rostov Region. It shows its competitive ability, having some certain difficulties though. But by the end of the reported period, the company had recovered its positions and gained the absolute financial stability.

This financial activity analysis showed that the "Spektr" Co., Ltd. was a successful and promising company operating in the local market with a high stability level. The company overcomes any problems occurring due to the unstable economic situation in the country, and it increases its profits gradually. The company possesses certain reserves for the profit augmentation. Moreover, there are also some profitability reserves, too. Among such reserves, we can mention, for instance, increase of the production and sales volumes, minimization of the production prime costs, and, of course, improvement of the product quality.

S. Levchenko,

Director

T. Sukhomlinova,

Chief Accountant
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