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1)-Introduction:

The business environment in recent decades has become more complex due to the increase in
international companies. The development of finance accompanied the development of the
business environment, which became more dynamic in the search for less expensive and risky
international sources of finance. Finance has become associated with all business, activities and
decisions made by companies, which has made finance and the functions of financial
departments very important in business organizations.

Finance is the art and science of the management of money. Science, because it is based on
theories and rules applicable in making all financial decisions, and art, because the application of
these theories and rules varies from person to person, which leads to differences in the results of
financial decisions taken by one person to another.

At the level of business enterprises, finance is related to the same type of decisions, such as:
What are the sources of corporate finance? What are the different investment aspects of
companies? What is the size of the profits? How much retained earnings will be reinvested? All
of these financial decisions are important for both individuals and institutions, which explain the
importance of studying the science of finance and the art of practicing it in making rational
decisions on the basis of sound financial analysis of the company's financial statements. Which
leads us to know the path the company is going on, and its position on now and what are the
expectations for profits And the size of investments in the future, showing the weaknesses and
strengths in the company, how to use the company’s resources effectively, and evaluating and

correcting its work and striving to maximize profits and capital.

Financial analysis is a systematic processing of the available data with the aim of obtaining
information that is used in the decision-making process, assessing the performance of

institutions in the past and present, and predicting what they will be in the future.



Financial analysts rely on the financial statements represented by the Balance Sheet, Income
Statement, and Cash Flow Statement. Through which data is analyzed and information is

obtained that is useful in making decisions for the work and activities of the organization in
expansion, investment and building successful good business.

Balance Sheet this statement explains what a company owns (assets), and what it owes (liabilities),
and the remainder (net worth or equity in Business).

Income Statement explains firm’s sales and expenses plus its profit or loss.

Cash Flow Statement explains the sources, uses, and balance of cash, shown on a monthly
basis.
Financial statements are not isolated items, they are close related and flowing between each other

to give a bigger picture about the company's financial conditions.



2)- Financial statements of Samsung electronics co

Balance sheet statement:

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(I milfions of Korean won, in thowsands of US dedfars (Note 2.29))

December 31,  December 31, December 31,  December 31,

MNotes 220 e 020 e
KREW KRW LsD LIS
Assels
Current assels
Cash and cash cquivalenis 4,28 20 3825TH 26,885.999 24 290, 248 22 775922
Sharrt-tenm finansial nstraments 4, 28 92,441,703 76,252,052 TE 310091 64,595 30|
Shert-term financial asscis at amoriized cost 4. 28 2.757,111 94216 1.335.63) JA1584%
Short-term financial asscls at far value
through profif or loss 4.6, 28 71451 1,727.436 64,528 I 463,302
Trade recernvables 4,5 7.28 30,965,058 351301343 26,231,413 29, Te0, 706
Mon-trade receivables 4,728 360,539 4,179,110 3053511 3540256
Prepard expenses 2,260, 100 2,406,230 [REE R} 23R R0
Inventories 8 32043145 26,766,464 27,144,693 22674061
Oither current azscts 4,18 3,754,402 4122410 3180515 3492215
Assets held-for-zale 32 G20.432 - T47.350 -

198, 215579 181,385,260 167,914,259 153656801

Nop-current assets
Financial assels ar fair value

theough other comprehensive mopi 4. b, 218 12,575,206 E20.712 1,652,836 1.556.908
Financial assets at fair value

through profit or loss 4, b, 28 1,202,969 1049 003 L9070 BER.642
[mvestment in associates and point ventures 9 B0T6. 779 T.581,612 6842078 GAILOTH
Properly, plant and equipment 10 128,952 892 119825474 108,239,705 100,507 641
Intangable assers 1 L4608, 502 2,703,504 15645212 17,538,548
Met defined benefit assets 14 1,355,502 SH9.E32 1,148,286 495,664
Dreferred incomme tax assels 25 4 275,000 4,305,049 3621ATE LRI6360
Chleer nemecuizrent asety 4, 7. 28 2113279 T.994. 050 4,331.610 . 7719495

180,020,139 1TLIT9237 152,500,365 45010976

Total assets ITR2ITIR 352,564.497 320414624 298667777




KRW KRW LSy LiSD
Linhilities nmd Equity
Carrent habilities
Tradde payables 4, M 0739222 8718222 B250.382 TIR5463
Shor-term borrowings 4.5,12.2% b 553,420 £, 393 468 14,022 598 13,193,131
Other payables 4,28 99022 12002503 10080012 10,167,683
Advances received 17 1145423 1072062 20322 ORITE
Withholdings 4, I8 vr4.521 B97.335 15545 Thlk 1 e
Accrued expenses 417,28 24,330,339 19359624 H1a10.947 [y 00 IR
Current ineome i Habilities 4,430,272 LIBT3 3753014 L175:46:23
Current portion of long-term labilities 4,12, 13,28 T1600 R4 0 G610 T16.T4R
Provisions 15 4,349,563 4068627 3684043 446,654
Other current linbilitics 4, 17,28 L1277 L3703 B55.324 TR A
Lisbilitics held-for-sabe 2 J38.T42 - 286,958 -
TE604.351 63,782,764 64,046,674 54,032,260
Non-current liahilities
Debentures 4,13, 28 948,137 975,298 B3, 195 826,204
Long-term borrowings 4, 12,28 1,999,716 2197181 1694008 1,365,297
Leng-term other payables 4,28 1682910 2184249 P 425643 1,850,342
Net defined benefit liabilities 14 464 458 470,750 3456 398512
Deferred income tax liabilities 25 18 510,845 17,053,808 15933221 14,446,783
Long-ferm provisions 15 1,051,438 6E1100 00606 517,681
Other non-current Liabilites 4, 17,28 1,725,857 2 A0% B96 P 462,023 2,040,645
16,683,351 25,901,312 22004252 201,941,764
Total liahilitics 102,287,702 B9, 684,076 B, 650,926 T5.974.024
Equity attribatable to owners of the Company
Preference shares I8 19467 119467 TOE204 100 20
Ordinary shares 18 TTEM7 TI8 47 654,107 659,107
Share premunn 4,403 893 4.A403,553 3730668 3T 306E
Retained camings L] 271,068,211 254,582 804 229620870 215664472
Othier compemients of eguity X {8.68T.155) {4,965 829 7,359.145) {4,200, 241)
Accumulated other  comprehensive income
atiributable to assets held-for-sale 3k (12.132) (1277 -
I6THTOISL 154015472 126, TELA427 215946410
Nen-controfling inerests 3l B.277.685 T 4949 7012271 6,747,343
Total equity 275948016 262840421 233763698 222693753
Total liabilities and equity ITRIISTI®  ISRA64497 320,414,624 298,667,777




CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

tha miltions of Korean won, o thowsands of U5 dollars (Nore 2.28))

Drecember 31, December 31, Decembeer 31, December 31,
Notes 018 7 208 27
KRW KW s usD
Asseis
Currenl assels
Cash amd cach equivalents 4,6, 51 Jh340L505 30,545,130 27.577.050 27,763,038
Shert-term financial insraments 5, 6,31 a5 893,797 49,447, 6% 59,892,100 44,943,932
Short-term available-for-sale
K 7

f il i &, 9 31 1191378 2500, T00
Short-term financial assets st 4

e e &, 31 2,703,693 . 2A5T AR -
Short-term financial assets of fur

value tirough profitor bas 68 3 20015948 119608 -
Trade receivables 6. 7,10, 31 I5.867.733 27695995 30, TRI4 25173406
Non-trade reccivables 6, 10 3080.733 4,108,051 2.500,136 3,734,710
Addvance payiments 1.361.807 1, 753473 1237071 1,593,946
Prepatd expenses 4,136,067 1335219 3,750,430 3485902
Inventories 1 28,954,704 24983355 26,344,738 .07 817
Onber cusrent assels [ 2326337 1421 060 2114450 1,291,629
Total corrent assels 174697424 146,982,464 158,785,744 3359510
Nan-current assels
Long-term available-for-sale "

P il i 69,31 = T, 752180 - TAME, 10
Held-to-matunity financial assets & 06,751 97028
Long-term financial assets at . ~

et cast 6. 31 238,309 216603
Finangial asscts af fair value

thiough other comprehensive 6, 8.3 7.301,351 f.636,354

meame
Financial asscts an fhir valuee

through profit o loss 6, 8. 31 715427 Tk B0 -
'“:::"n‘:‘:: R R W Jk 1z 733,206 6.802,351 5,647,109 5.182,784
Property, plant and equipment 13 115416724 11663648 104,904 411 100 494 983
Intangible asscls 14 14,891,593 14,760,483 13.535.251 13416078
Long-term prepaid expensss 5,00r 6T FA33TS 4,553,391 3121567
Met defined benefit asseis 17 363 356 B35 502 L RET 750,669
Dieferred moonst tax assels k4 5465002 5061 687 4,568 960 4 600662
Oiher non-currend assels 56 T6R3, 168 4,360,259 6983375 IG5 120
Total nssets 339,357,244 301,752,090 OB A48, 123 274,268 008




December 31, December 31, December 31, December 31,
Nites pLIE 17 2018 2017
ERW KEW Ush sy
Liabilities and Equity
Current liabilities
Trade payables f, 31 AT 9083907 7,707,554 B.256,532
Short-term borrowings & 7, K531 3,586,660 15767619 12,34%,168 14,330 483
Other pavables fi, 31 10,711,536 13,890,633 L1353 12633635
Mddvances received 2i B20.265 1249174 745,554 1,135,398
Withholdings ] 931,234 793,582 864,612 121300
Accrued exponses 6, 20 20339687 13,945,273 18,457,121 12,721 473
[ntome tax payable 8,720,050 TADR348 7925816 6,733,586
Current portion of longterm ¢ 45,16.31 33,386 278619 30,345 283042
Provisions 18 4384038 4.2494 820 3.984,734 3.90% 642
Other current liabalities 6,20 1054718 403,139 USR.653 366421
Total current liabilities &9.081.510 67,175,114 62,780,472 61.056,713
MNon=current labilitics
Debentures 6, i, 31 961,972 953,361 #74,354 A6, 528
Long-term bomowings 6,15, 3 B5.085 LA 4,440 17335 I 644,154
Long-term other payables 6,31 3194043 2043729 2003 125 1857583
Net defined benefin Liabilities 17 S04 (64 380922 438,153 354,407
Drefierred income ax liabilities 8 15,162,523 L7078 13,781,500 10644147
Previsions I8 BE3.61G 464,324 603,176 422,033
(hher non-current liabilities 6,20 1,951,251 2. T8, 985 1,773,528 2462247
Total Hahilitics D1.604.067 H7.260,662 B3 260643 TH312.842
December 31, December 31, December 31, Becember 31,
Nutes 2008 7 018 7
KRW KRW Lsn LISDy
Equity attributable to owners of
the parent
Preference shares 21 119467 119467 108,586 108,586
{rdinary shares 21 T80T TTR47 TO7.181 07 18]
Share premium 4405 793 44003 R93 4 002, TR N2, T80
Retained camings 32 242 695 956 215811200 220,593 604 196,154,822
Cither components of equity 23 {T.030.370) {13E99.191) {7, 208.969) {12.633.234)
240,068,993 WT.213416 218,203,182 188,340,135
Non-controlling inferesis THE4 184 T2TR 012 6954298 6615121
Taotal equity 247753177 114,491,428 225, 187480 194,955 256
Total liahilitics and equity 339.3537.244 300,752,004 08,448,123 274,268,098




Income statement:

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

i oribficns af Kerean won, in thowsands of US doflacs iNote 2,290

For the years ended December 31,

Mibes 0o 2ol9 020 Pl L
KEW KEW USE usD
Revenue 9 X6 8060988 230 400,88 ] 200,606,179 195, 179376
Cost of sules zl P4 ARE 206 147,239,549 P22 400,254 124,730,961
Giross profit Y231869F  H3. 165332 TE 205 8RS TiL 445,415
Selling and adminisiralive expenses 20,22 56,324.816 5532823 47714412 46,924,593
Cperating prafit 20 JLNIETE ET.T6HS00 I0AP1ATI 23,523,522
Cther pon-operelimg incomes i 1,384,068 1.7 T8 G LIT2485 1,500, Tild
Other non-operating exponse 3 2488902 1414707 2108422 11898 340
Share of net profit of assodiabes and joint veniurs: & S0, 530 4125610 420006 349,831
Financial inconwe 24 122676000 10,161,632 10392246 BO0HE2E
Financial expense 24 11318055 H2T4ETI WARTESE T ERT
Profit before income tax 36,345,117 HLAI2 ERD 30,789,020 25, TR (04
Income X expense 25 9937285 8603324 BA18167 7364371
Profii Tor the year 26, 407832 21738865 I1. 370853 18415633
Profit atiributable fo
Oramers of the Company 2, (9, B0 21, 5051054 22102375 18,217,565
Mon-controlling imtercsts EREOR 133811 268 528 198,68
Egrnings per share
(i Korean won, in US dollars) .
s 1841 1,166 335 2.68
= Phluted a4 31646 325 .68

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS

{In millions of Kerean won, in theusands of US dolfars (Note 2.281)

For the year ended December 31,
Notes 2018 2017 018 2017
KRW KEW UsD UsSD
Rivenish 32 243,771 415 239575376 231,368,382 217754524
Cost of sales 24 132,394,411 124,290,661 120,335,747 117,514,691
Gross profit 111,377,004 110,284,715 101,232,635 100,239,833
Selling and administrtive expenses 24,25 52,490,335 56,639.677 47,709,444 31,480,858
Operating prafit R,886,660 53,645,038 53,523,191 AB.TSR975
Other non-opering income 26 I AR5 03T 010657 1,349,778 2. 730,442
Other non-operaling expense 26 1142018 1419648 10380801 1200345
Emﬁ“m of asseciates and joint 12 539,845 201,442 490,675 143,094
Finnneial income 27 9,999,321 9737391 9,088,569 8,650,496
Fanamcial expense 7 B.608 5596 8978913 TA24.T86 Bo6L, 100
Profit before income tax 61,159,958 56,195,967 55,589,426 51077562
Income tax expenee % 16,815,141 14,009,220 15,283,559 12, 733241
Prafit for the period 44,344 85T 41,186,747 40,305 867 38,344,321
"'“;::;:""'““""’ o mars0f the 43,890,877 41,344,569 39,893,236 37,578,849
fit 1 3 ~conbrollin
ERVEEAE e J 453980 842178 412621 765,472
Eu:minml e shlr-c_ 19
(in Korean Won, in US dolkars)
- Pasie 4481 5947 547 sa5

- Dhiluted 461 5997 5.87 545




Cash flow statement:

CONSOLIDATED STATEMENTS OF CASH FLOWS

{In miflions of Kercan won, in thonsands of US dollars (Note 2.29))

For the years ended December 31,

Nules 2020 201% 2020 019
KRW KRW UsD LsD
Operating activities
Profit for the vear 26,407,832 21,738,865 22370853 18,415,633
Adjusiments 27 41,618,554 37442 682 35,256,304 31,718,800
Changes in asse1s and liabalities arising
frism l:s]‘.w:'.ruLiﬂn‘l'l:l Activities 27 122,424 (2.545,756) 103,708 (2,156,585}
Cash generated from operations 68,148,810 56,635,791 57,730,865 47,977,848
Interest received 2.2300.208 2306401 1,880,504 1,953,820
Interest pasd (555,321} (5T9.97H (470.42%) (491.317)
Dividends received 243,666 241,801 206,417 204 837
Income tax paid (4,770,355)  (13,221,009)  (4,041,108)  (11,199.933)
Net cash from aperating activities 65,287,009 45382915 55,306,549 38,445,205
Investing activities
Net merens in short-term financial instruments (20,369, 616) (20309137 (17,255,702) (1, 720.446)
HL‘I |!I..'I..'|.'\CE.I.~I.' I:i.lu.:rg:am:} i:|| }.In.u'l-Ln m |'|||qa.n|.ia|. sy
ot amomized cost | 84,104 (B18.069] 135960 (693.027)
Met decrease in shor-term financial assets at far value
through profit or loss 1,704,512 374,082 1443042 17658
[hsposal of lomg-term financial instruments 12,184,301 4,586,610 100,32 1680 JERS. 453
Acquisit:on of long-term financial instruments (B019.263) (12 725465) (6. 703,354)  (10,780,116)
Disposal of fnancial assetx ot amoctized cost 1.023.117 604,584 866,713 SRRA03
Acyuisition of lirancial assels ul wnortized cosl - (825.027) (658, 505)
Disposal of financial assets at fair value
thruugh ulhr:rcurr.‘!m]'lcnx:ive IHCOIE 12128 1575 27217 1,334
Acsyuisition of frsmesl assels ol e value
through other comprelensive IRCome (245,497) (63,773 (207 il (54,024)
Dusposal of financial assets a2 fair vabee through profit or loss 39,745 hd, 321 33670 54488
Acqguisition of firancial assets at fair value
through profit or less (54,184} (135826) (71,315) {115,062)
Disposal of investrent in associates and joint ventures - 12,149 - 10,292
Acquisition of mvestment m associates amd joint ventures (83,280 (12,778) (T0,549) (10,323)
Eisposal of property, plant and equipment 376,744 513,265 319,151 434,802
Acquisiton of property, plant and cquipment (37.592.034)  (25367.756) (318453200 (21.489.774)
Dnsposal of intzngible assets 027 7.241 5953 134
Acquisition of inargibls assets (26749, 779) (3249914) 2.2170,120) [2.753.088)
Cash cutflow from business combinations [49.4200) (1.019.405] (41,863) (863,568)
Cash inflow (outflow) from other investing activities (57,197 16,045 (18,453} 19003
Met cash used im investing activities (SLO2ZE591)  (IMEIT1) (454303600 (33841270

11



For the vears ended December 21,

MNotes 20m0 2019 2020 g
ERW ERW usD UsD
Financing activities
Nt irerease in short-term borrowings 21 2,191,186 BA5.792 | B5A 218 Ti.43%
Increase in long-term bvrowings | 14,4495 12,279 .
Repavment of debennires and long-lerm bomowings 27 (BH4.947) { 7094008 (T32.722) [HONL D544
Dividends paic (96767607  (9630.202)  (R197.469)  (R.165.657)
Nt deciease (ipcresse ) in no-conieoelling intenests 8187 (L T00) 6,933 {14400
Net cash wsed in Bnancing activities (RIZTH3N (24845100 (7054753 (R.O34.608)
Reclassification to assets held-for-sale 32 {1349) - (118} -
Effect of foreign exchange rate changes (B33.861) 595,260 {7 580 S, 261
Met increase (decrease) in cash and cash equivalents 2496579 (3454, 506) 2104926 (2.926.414)
Cash and cash equivalents
Beginning of the year 26,885,999 30,340,505 22715512 25,702,336
End of the year 19,381,578 16.885,99% 24,500,848 12 TIS92T |
Samsung Electronics Coy, Lid, and its subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS
£ millions of Koreas won, i thonsands of US dollars (Nowe 2.28))
For ihe vear ended December 31,
HNofes nlE 00T IR Wi
KRW KRW usp UED
Uash Mows fram operating netivities
P firr thot pemcd HIHEST 42,186, T47 ISR 57 ISH 321
Adjustments 0 43504573 6211232 L 32003004
(.1:!:}3352;5#1; e lghilisics srising Som operating s (034 TRy L T (00K, 431 (AR
Cash gencratcd from operations TROZE64 G1TTT.A82 TOOIEA58 GEEMITI
Inserest redeived L ER 330 1581005 Lalsn1e LA35. 108
Engerest paid (348270 1542, T15h (458.335) (4932810
Ervidends recernved 2E5.507 175,305 15,319 157520
Encimme tox pad 1244060 (OB R L1552 (82052070
Dt wash inflow finm operating sctivitie #7031 861 62,162.041 GO0 6,50 S6,500 208

12



Cash Mows lrom investing activitics

et {mnencase Weorease i shon-tamm Aaancial instrnemenis {12,368 208) IRTE2T {(1LMLTT 152521
?\e:‘:‘?umhm of shori-term financial psscts st amortized (1.436544) o (1308974
Met noguasition of shori-term fimancial assets st fir valae (139668} ) (126847

through profit of loss
Disposal of short-term avaslable-for-sale financal assets . 499 K56 s 454,328
[hsposal of lang-term fimancial instruments 25850 1,750,321 232 84T 15590 808
Acquasition of loag-term financial instraments {T.OTRA54) (1.079.355) (697927 (RN
Diisposal of long-term available-for-sale financial assets - 191,826 - 174,334
."iuqu:iyi[luu.ufhmg-lm avallable-for-sale financial assets - (358,497 - {325 845)
Acquasition of beld-to-mamrty financial assets - (106, 751) - (9T0Z8)
.-".cql.l.im'linn of financial nssets 2t anortized cost {158,716 - {144, 260) =
lJupmulul'tlr.l_ln.\'_Jal assels al fair value through ather 16211 - 14,734

comprehensive income
Acquasition Ul’_ﬁna.m:l:ﬂ assets a1 fair value through other (356,134} - (414,589

comprehensive income
Dl;:t:mlol' fimancial asseis at fair value through profit or %0138 ) 72,839
.-'\-:iu;::nn of finascial assets 21 fair value through profit {193,848} = (176,192)
Diisposal of investment in intes and joint ventures 148 355,926 135 321508
Acquasition of investment i associstes amd joinl venlunes [51.226) (25.293) {6,560 (22 950y
[hsposal of property. plant and equipment 556,973 %354 5,243 230,260
Acquisition of property, plant and equdpment (29.556.406) (42.T92.234) (26,864 368) (3R89 650
Disposal of imangible assets 11,935 733 10,548 sl
.-"uuqumliun Ul'lnlanngil:l[c AsAcls {10281 T (981, 7400 27567 (BN EL]]
Cash outflow from business combinations (9108} (%754, 068) (051 (TR56. 1Ty
Cash inflow from basiness transfers - 1,145,534 - 1,135,088
(hers (2.289) (25 A55) (20%0) (25 861)
Mt cash outllow Trom investing sctivities (52,240, 453) (49.385.216) (47,482.321) (44,587, 143)

_———————————————————————————————————————
For the vear eaded December 31,

MNabes 2018 2017 InlE 27
KRW KRW s UsD
{'ash Mows from financing sctivifies
Het incrense (deorensc) i shost-lerm borrowings Uy (205 470 2 T506TH (1, 8600075) 2481 962
Acguisiton of reaary stock (ET5,111) (8, 250.424) (795405) (T 2F9.B55)
Proceeds v hang-lerm bull:l.mmgh ard debeniunes kil 1580 9% 111 3154 o7 383
Repavment of bag-term barmowings and debenmres k] (L.58659T) (1.140.503) (1.805.655) (1,036,597
Irvidesds pad CIE 1A 593) (6,504 297) (9203239 [, 1B, 53]
Met increace m non-confrmlling imeresis =T nTi 1A% 1054
Net cash oviflow from fimnncing activitics (15,0400, 212) {12.560.867) (13,715,784 (11,4 06,806)
I-iil'm_ﬂf:cu!wrgc @ig changes on cash and cash oLIET (1,783370) 25,608 (1.619.939)
equivialents

Net deerease in cash and cash cquivalents [ G2E) (150631 ) { 185, 088) (1.413,650)
Cash and cash equivalents
Beginning of the poriod 30,545,130 31111442 27,761 03K 29,18k, 68N
End of the pericd 30,340,505 3545130 2T577.050 17.761.058

By analyzing the previous financial statements, we can clarify the company's performance, show

strengths and weaknesses, suggest recommendations and make appropriate decisions in

developing operations and improving the company's investment.

13



3)- Financial statement analysis:

3—1) - Profitability Ratios:

Profit rates; These metrics evaluate a company profits in relation to a certain level of Sales
or a certain level of assets or owner investment. Without profits, the company cannot attract

outside capital. Owners, creditors and management pay close attention to maximizing

profits. (Brigham, 1999).

Profitability Ratios: 2017 2018 2019 2020
Gross Profit Marein = | Gross Profit / Net Sales | 46 % | 45.7% | 36% 399
EBITDA Margin= EBITDA / Net Sales 224% | 24% 12 % 15%
EBIT Margin= EBIT / Net Sales 235% | 25% 12.2% | 153 %
Net Profit Margin= Met Profit / Net Sales. 17.6% | 18 % 94% |11%
Retum on Assets Net Profit / Average 14 % 13 % 6l% | 7%
(ROA)= Total Assets.

Retum on Net Profit / Average 19.7 % | 179% [ 82% | 9.5%
Equity(ROE )= Shareholders Equity. _

Eamings Per Share 545 | 587 268 325
(EPS)=

Net Profit Margin: This ratio is a measure of net profit after taxes and interest for every dollar

of net sales. In 2020, it reached 11%. It means that the company achieved a net profit of $0.11

for every $1, while the percentage was higher in 2018, equal to 18%, and this indicates a decline

in the company's profitability in the last two years. We have to calculate the profit margin before

interest and taxes, and this percentage is the true measure of the efficiency of the administration,

because the administration has no control over the benefits and taxes.

ROA: This ratio is an indicator of the company's profitability in relation to its total assets. It is

used to compare companies in similar sectors to find out the size of profits resulting from

investing assets. In Samsung, we notice a drop in this profit rate, which amounted to 7%, which

is a low percentage compared to other companies. This indicates the weakness of management in

14



the last two years, as profits were more in the years 2018 and 2017 and were 14%.

We also noted the low rates of return on ROE, and this indicates the low efficiency of the

management in employing shareholders' money.

25

B Net Profit Margin
m ROA

= ROE

2017 2018 2019 2020

3-2)-Activity Ratios Analysis: It is also known as asset management ratios because itmeasures
the efficiency of management in using its assets to produce the largest amount of products and

goods.
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Activity Ratios Analysis: 2017 | 2018 2019 | 2020
Inventory Tumover= | COGS/ Average Inventory | 5 5 f 5
DIC= 363 / Inventory Turnover | 73 73 61 13
Recervables Tumover | =revenues / Average 9 7 7 8

Receivables
DSO = 365 / Receivables 41 53 53 46
Tumover
Payable Turnover= COGS /Average Payable | 14 16 17 14
DPO = 365 / Payable Tumover | 26 23 21 26
Cash Conversion DIO+ DSO- DPO 38 103 93 91
Cycle (CCC) =
80
®DIO
m DSO
m DPO

2017

2018 2019

2020
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CCC

. A\
\ /N
90 / \\E == CCC

4

85

80 T T T 1
2017 2018 2019 2020

We note that (Cash Conversion Cycle) was the shortest in 2017, then increased in 2018, but
improved in the year 2020 to go down to 91 days. This is an indication of an improvement in the
management of receivables collection. But we aspire to reduce the period to less than that
compared to the payment period, which does not exceed 27 days, and this is the reason for a

large financial gap.

/) Inventory \

Payables Receivables

o

= Inventory turnover is a measure that indicates how often a company is sold and replaced in a
period of time. (Al-Zubaidi, 2000)

It is an indicator that indicates the efficiency of management in managing inventory.
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We note that inventory has been recycled approximately 5 times a year during the past four
years, and this is good, but the inventory management and sales department must make a plan in
order to increase inventory rotation times faster and the ability to collect money faster also
because there is a gap between collection and payment, which (ccc) reached between 88 and
103days, which is a long time. Which affects the company's liquidity and its ability to pay off
its liabilities.

Accounts receivable turnover ratio is an indicator of the company's efficiency in collecting its
debts.

The accounts payable turnover ratio is an indicator to judge the speed of the company in paying

its short-term obligations

3-3)-Liquidity Ratios:

Liquidity management is defined as the ability to provide funds at a reasonable cost to meet
obligations when they fall due, and one of the objectives of liquidity management is to maintain
the continuity of the company's work and keep the risks of financial hardship away from it.

(Altman, 1968).

Liquidity Ratios: 2017 2018 2019 2020

Cutrent ratio= Current Assets / Current 2.1 28 2.8 2.6
Liability

Cuck ratio= (Current Assets-mventory- | 1.75 2 2.38 2.16

Prepaid Expenses) /
Current Liability

Cash ratio= Cash / Curvent Liability 0.45 0.44 0.42 0.39
Net working Current Assets-Current T2538388 | 95996272 | 99624541 | 103867585 |
Capital= Liability

From the previous table, we note the increase in the current liquidity ratio during the last two
years, which indicates the company's ability to pay off its liabilities well. As it amounted to 2.6

dollars of current assets against 1 dollar of current liabilities, and there is a surplus of liquidity
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For investment, as there is an increase in the ratio over the standard ratio, which is

approximately2:1, I suggest that the management be directed towards investment and improve

the investment of assets well. Where the liquidity ratio remains close to the standard. Also, the

quick liquidity ratio is high enough for the company to be able to pay off all its liabilities, this

indicates a goodshort-term solvency

Current ratio

2017

2.5
2 -
1.5 - .
B Current ratio
1 -4
0.5 1
0 i T T

2018

2019

2020

Quick ratio: This ratio measures the company’s ability to settle its obligation from its most

liquid assets, it is stated in terms of (Times 1:1). (Al-Zubaidi, 2000)

We note that there is a large quick liquidity

Net working Capital: The net working capital that achieves the company's creditors the ratio of

the margin of safety enjoyed by the current liabilities. (Moyer, 1981)

The working capital of the company is large and good, as shown in the table during the previous

years, which encourages investors to invest in Samsung.
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3-4)-Debt Ratios Analysis:

' Debt Ratios: 2017 2018 2019 | 2020

DEBT TO ASSETS RATIO | = Total Liabilities/Total | 29 % 27% |254% |27 %
Assets

Debt to Equity Ratio = Total Liabilities/Total | 406 % |37%  34% |37%

Owners' Equity

Ownership Ratio = Total Owners’ Equity | 71 % 3% | T46% | 13 %

{ Total Assets

Ratio of long-term debt | long-term debt / equity | 9.3 % 9% 9.8% |9.6%

to equity=

Debt ratio, measures the percentage of total assets a company has financed by creditors, and it
gives an idea of the size of the risk from the debt burden.

We note that the debt ratio did not exceed 30% during the past four years, but reached 27% in
2020. This indicates that the company relies heavily on shareholders' equity to finance its
projects. This gives reassurance from investors and creditors to finance the company and put
their money in it.

Debt to Equity ratio; Compare’s the total liabilities of the company to the total of its

shareholders equity. This is a measure of the amount of suppliers, lenders, creditors, and

Commitment to the company in return for what the shareholders have committed. (Preve, 2010)

3-5)-Market based Ratios:

Share ratios are of particular importance to shareholders and potential investors for shares andare

important for the company's management to measure its impact on the prices of ordinary shares

in the market.
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share ratio

Market based Ratios: 2017 2018 2019 2020
Earning per share NI/ Number of 345 5.87 1.68 3.15
EPS = Shares

refurn on equity ratio NI/ OE 19.6% | 17.2% |8.26% | 9.56 %o
Price to earnings per Market price | EPS 4.5 5 4.8 5

The price to earnings per share ratio is about 5 approximately during the previous years. It is a

low ratio
Earning per share
7
6 —
5
4 N\
\
3 P—-—“‘d— == Earning per shere
2
1
O T T T 1
2017 2018 2019 2020

We note a decrease in Earning per share during the last two years. This is a bad indication for

the company's management to reconsider market prices and seek to improve the return on shares

to entice the company's investors
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Return on equity

25.00%
20.00% \
15.00% \
10.00% Vl

5.00%

0.00% T T T

2017 2018 2019 2020

=& Return on equity

We also note a decrease in return on equity, which are bearish indicators during the last two

years. The company's management must monitor the market and share prices and improve its

performance in order to maintain share prices and achieve the largest returns on assets and shares

4)-CASH FLLOW: This list shows how changes to certain items in the statement of financial

position affect the company's cash flows, by determining whether those changes are sources or

uses of cash. (Brealy, 2003)

CASH FLOW: 2017 2018 2019 20240

UsD usD UsSD UsD
Met cash Mrom operating activities($) 56300238 | 60926509 | 38445205 | 55306549
Net cash used in investing activities($) | (44887143) | (47482321) | (33841273) | (45430360)
MNet cash used in linancing activities($) | (11416806 | (13715784) | (8034608) | (T054759)
MNet increase (decrease) in cash and (142365070 | (185985) (2926414) | 2114926
cash equivalents(s)
Beginning of the vear($) 29186688 | 27763038 | 25702336 | 22775922
End of the period($) 27763038 | 25702336 | 22775922 | 24890848
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Operating activities
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4-1)-Operating activities:

We note from the chart that the cash flows from operating activities were high in 2017 and 2018,
then decreased significantly in 2019 and then rose again in 2020, reaching $55,306,549. The
results were all positive. This gives the company the ability to invest, pay its obligations and pay
dividends to its beneficiaries, and this is a good thing. Indicates the company's efficiency in
managing its operational business and achieving financial flows for the company's development

and progress in the coming years.

4-2)-Investment Activities:

We found from the table of investment financial flows that they were (negative), this is because
the company invests every year in funds and permanent development by purchasing new assets
and developing its industry, and the facility has invested in associate and affiliated facilities,
where we see a decrease in the flow of funds as a result of purchasing investments and assets and

paying off commitments.
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4-3)-Financing activities:

We note from the analysis of the financing activities that they were (negative) during the

previous years, because the company repaid loans to banks, bonds and partners, and this

indicates the financial strength of the company and its ability to distribute profits.

It is always able to distribute a good amount of profits, as it distributes profits every year in

addition to investment and retained earnings, and there is a surplus that covers all its obligations

and requirements for expansion and investment, and this is a good indicator where dividends are

shown
2017 2018 2019 2020
UusD Ush UsD UsDh
Dividends paid 6,184,552 9.2@?239 B.165.652 8.197 469

End of the period:

End of the period

$30,000,000

$25,000,000

$20,000,000

$15,000,000

$10,000,000
$5,000,000

S0

2017

2018 2019

2020

B End of the period

We note that the company always has an increase in cash flows, as it reached at the end of 2020

approximately $ 24,890,848.
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5) -Comments and recommendations to improve the company's business:

In general, the company's cash flows were good during the previous years as a result of operating
activity and long-term investment income, and this is in the interest of the company, maintaining
its reputation and encouraging investors to invest in it, which leads to a rise in the price of its

shares, an increase in its profits and a rapid development in the future. And increases the strength

of its competition with other companies in the market.

But we noticed through the analysis of the company’s financial statements and the previous
study and activity indicators that there is a delay in the preparation period for the stock to be
ready for sale, and a delay in the collection period against the payment period for suppliers and
creditors as short as 26 days, which made it pay in cash. The gap that will affect the financial
capacity of the company, | recommend that the inventory be managed well and strive to improve
the efficiency of the collection management to reduce the collection period to provide the
company with the necessary liquidity and availability at all times, which gives the company the
strength to always develop, invest and pay the requirements

We noticed that the percentage of the company's dependence on debt is low, not exceeding 30%.
This reduces the payment of excessive interest on debts, and this indicates the company's
strength in its dependence on its money from equity.

I recommend reducing financial expenses, as we notice their increase in 2020 and amounted to $
9,587,858. Compared to the previous year, when it was $ 7,009,887, as expenses should be

limited to important business. Rationalization methods must be followed in manufacturing.

Financial Expenses from Income Statements:

i Year | 2017 ‘ 2018 ‘ 2019 | 2020 |

financial expenses

3 8,161,100 7,824,786 7,009,887 9,587,858
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6)-New investment project:

I recommend a new investment project using only 40% of the own capital.
The company must choose the ideal financing method to reduce the cost of capital.

Current assets are financed by current liabilities, while fixed assets are financed by long-term

debt or equity. (Kewon, 1994)

6-1)-Discount cash flow (DCF): This is the most common method that CFOs use to get a
company's value. It is determined by calculating the expected free cash flows that the company
can have in the future. (Higgins, 1995)

First: We must count the Weighted Average Cost of Capital (WACC).
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6-2)-WACC:

It is the weighted average of the capital components cost of debt and common equity.

WACC 2L X Cost Of Equity —0t X Cost Of Debt
Equity + Debt Equity + Debt

WACC =( WE xre )+ (WD x rd x(1-T))

Note that the interest rate on loans is 5%.

The tax rate is 25%. Cost of Debt =1d (1-T) =0.05 X (1-0.25)=0.0375 .  (3.75 %)
Risk-free interest rate = 9.5%

Risk premium = 5.5% (this is in South Korea)

re = Risk-free interest rate + Risk Premium= 9,5 %+5.5 %= 15 % (cost of equity).

Finance:
. / \M
60 % 40 %
WD = 0.60 WE =0.40
rd =0.05 re = RF + RP
Tax rate=25% re=95%+55%=15%

WACC =(WE xre )+ (WD x rd x (1-T))
WACC=(0.40x 0.15 )+ (0.60 x 0.05x ( 1-0.25) )= 8.25%
WACC = 0.0825
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The company wants to invest $1,000,000.

The financial returns from the project during the next three years:

5,000,000 6,000,000 7,000,000 9,000,000 10,000,000
I | | | |
! I I I |
Yo Y, Y> Y3
4,628,937 <
5,120,300 <
5518414 <
6,554,369 €
6,727,604 <
5,000,000 + 6,000,000 + 7,000,000 + 9,000,000+ 10,000,000
PV = FEV (1+0.0825)  (1+0.0825) (1+0.0825)° (1+0.0825)* (1 +0.0825)°
I::H_r}r'l

Present Value (PV) = 4,628,937 + 5,120,300 + 5,518,414 + 6554369+6727604 = $28,539,624 .

(NPV)= Present Value — Initial Investment = 28,539,624 — 10,000,000= $18,539,624 > 0

(positive).

Investment is expected to add value to investors, Accept the investment.
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Because this project increases profits for the company, which helps to increase its profits and
increase its ability to pay its obligations.
Because there is a good flow of the company's own funds through which we can cover the costs

of the project, I recommend the company own funds.

T-Investment Dividends:

Investments in an economic project are influenced by the nature of its work and the scope of its
activities, which are two main factors that the project relies on to allocate its invested capital
among various investments. Most of the capital remaining in industrial companies is used to
finance fixed assets (machinery, equipment, buildings or a new production line, etc.). or a
promising project) and in the event that the rights of the promoters are insufficient to cover these
investments, the project will use long-term debt financing as most of the different sources of
financing are mainly property rights. And long-term liabilities are used in fixed assets. The
smaller part of the invested capital is used for investments in day-to-day business, which usually
require much less money than the acquisition of fixed assets.

the following table of liquidity ratios:

Liquidity Ratios: 2017 2018 2019 2020

Chrrent ratio= Current Assets / Curent 21 25 28 26
Liability

‘Quickratio= | (Cument Assets-inventory- | 1.75 |2 1238 216

Prepaid Expenses) /

Current Liability

| Cash ratio= Cash / Cwrent Liability 045 0.44 0.42 0.39
Net working Current Assefs-Current 72538388 | 95996272 | 99624541 | 103867585
Capital= Liability

We note that there is excellent liquidity that exceeds the ratio of 2: 1. Thus, we are able to cover
the costs of the investment projects, which we have considered, and part of the funds remains to

be distributed to investors.
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We also noticed from the income data table that the company’s income in the last year 2020 was
about $22,370,853, so we can create our investment by taking 40% of it. We can then distribute

the profits to the beneficiaries.

Therefore, the company can distribute profits because there is a surplus in income and the flow
of money after deducting the money in the process of investing in the project. But there is no
objection to keeping part of the retained earnings in the company's treasury in favor of
emergency circumstances and expected risks. In order for the company to remain able to
overcome the risks it may face and remain ready to pay its obligations in a timely manner, and
not be exposed to the risk of bankruptcy for any out-of-control situation, as happened in the
sudden Corona (Covid 2019) pandemic that wiped out most of the companies. Because of the
lack of good planning for such circumstances and its inability to pay its obligations.

From this point of view, he emphasized that part of the profits would be retained as a reserve for

the company. The other part will be distributed to investors.

I recommend the company’s senior management to take the necessary measures and procedures,
plan well for the future and develop a strategic plan aimed at raising the company’s productivity
and placing its investments from the surplus funds in several diversified projects to ensure
income from various parties and to ensure an increase in the flow of funds to be always able to
develop and expand to As well as overcoming the difficulties and dangers that she may face.

Among these methods:

Increasing the efficiency of the use of funds.

Reducing the debt ratio.

Relying on less risky financing sources for the company.
Investing in more liquid assets.

Reducing the percentage of dividends from profits.
Achieving monetary balance (the balance between cash
inflows and outflows).

Diversification of investments.
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8)-Conclusion:

We found that the importance of financial analysis has increased in light of the expansion of
business activities in our contemporary world, which has become contributing to the
interpretation of the course of events and the manufacture of recommendations for information
users to make rational decisions in a world where competition and uncertainty have increased.
Financial analysis is one of the most important tools used by the financial decision maker, or
any other party with an interest. The importance of financial analysis is not limited to the
management of the company alone but goes beyond that to its shareholders and creditors.
Financial analysis is considered the cornerstone for producing the most useful financial
statements and speeding up decisions. It is an essential component that allows a better
understanding of strengths and weaknesses. (Ash, 1992)

We saw the importance of financial analysis below:

* (Determine the efficiency of the management of all funds on the one hand and how they work
on the other.

* Assistance in the financial planning process of the company.

* An indicator of the success or failure of business management in achieving the desired goals.
* An indicator of the real financial situation of the company.

* Prepare an adequate basis for relevant decisions. (Ross, 1986)

This was very clear through our study and analysis of the financial statements of the Korean
company Samsung, where it became clear that we have the weaknesses and strengths of the
company, and we have shown the efficiency of the company in its ability to pay its obligations in
a timely manner, and its ability to expand and develop its investment projects. It’s making profits
every year. But there must be some shortcomings in minor aspects, such as the delay in the
collection period, which in turn made a financial gap that occurs during operations. I, in turn,
recommend from this aspect that the collection department reconsider and take the necessary
measures to overcome this defect and raise its efficiency, which would benefit the company and
its financial strength in circulation. It was also clear to us that the company's dependence on
Long-term debt does not exceed 30%. This is considered a strong point for the company and
encourages investors to invest in this company because they feel confident of paying the

financial returns to them without worries.
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I also recommend management to make an effort to rationalize the use of financial resources, and
to appoint skilled, experienced and well-educated personnel in all departments, especially
financial analysts, because their job is very sensitive, because if there are errors in the analysis
and understanding of financial statements, it will give wrong results that directly affect decisions
The company and its financial capacity, which leads to the failure to achieve its strategic

objectives, which affects its continuity.
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