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Bankruptcy was predictable 
years before the bankruptcy

Jukkatalo
Case

Argon Pro Oy
Timo Nurminiemi

22.11.2023

www.argonpro.com

http://www.argonpro.com/
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To be noted
This document has been prepared for training and example purposes to describe what Argon Pro Oy offers in the analyzes 
and valuations of companies and/or individual businesses. In this document, the construction company Jukkatalo Oy has 
been chosen as the Target Company for the analysis, whose bankruptcy in August 2023 has sparked a lot of discussion in 
the public. However, Jukkatalo Oy, or Jukkatalo Oy's bankruptcy estate, has not been involved in the implementation of 
this document. Argon Pro will continue to implement similar public sample reports and documents on significant Finnish 
growth and SME companies. Similar analyzes can also be ordered as paid, non-public commissions.
 The information, opinions and final results presented in this document have been produced for educational and illustrative purposes only, and 

should not be used as such, or considered as an offer or solicitation for the purchase or sale of the target company's business, securities, or 
other financial instruments. The purpose of the document is to give an example of the business operations of Target Company Jukkatalo Oy, 
approximately five years before the bankruptcy of the Target company. The documentary also describes the tools brought by current research 
for predicting bankruptcy.

 The analysis presented in the report and its final results are based on available public financial statement information and/or assumptions 
made by Argon Pro Oy and possible future scenarios. The public information presented in this report has been obtained or derived from 
reliable sources, but Argon Pro Oy does not take responsibility for their accuracy, correctness, usefulness, reliability, timeliness, or 
completeness. Argon Pro Oy also does not take responsibility for possible damages resulting from the use of the information presented in this 
report, and we do not guarantee the results that may be obtained from the information presented in this document or derived from the 
analysis.

 The document may not be used for any other purpose without the written permission of Argon Pro Oy.

 Read more about Argon Pro Oy and its services www.argonpro.com

http://www.argonpro.com/
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Training sessions related to 
the various areas of this 
report in December (in 
Finnish only)
 Taloustaitoja esimiehille ja 

asiantuntijoille 11 - 12.12.2023
 Read more here
 register before 4.12.2023

 Tulosmittareista kassavirran 
mallintamiseen 18 - 19.12.2023 
 For finance professionals
 Read more here
 register before 11.12.2023

 After these, the following training 
sessions will be in 2024

https://www.argonpro.net/taloustaitoja-esimiehille
https://www.argonpro.net/tulosmittareista-kassavirran-mallintamiseen
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Agenda

 Information available
 Jukkatalo Oy
 Financial history 2018 - 2022

 Forecasting and predicting
bankruptcy risk - Case Jukkatalo
 Background, formulas and 

reference values to the 
financial indicators
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Information
available
 Annual closings of Jukkatalo Oy 

for 2017 – 2022
 Valu8 database
 Public articles and news related 

to bankruptcy coverage
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Financial history
2018 - 2022
Jukkatalo Oy's history from 
finance perspective
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Finances 2018 - 2022
 All information until 31 December 2022. Official 

financial data is not available from 1 January to 
28 August 2023, i.e. until the bankruptcy date.

 Other operating income are rent etc. income
 Revenue increased (excluding year 2020)

 Increase in revenue 2022 +32 %
 Growth (CAGR, 2018 - 2022) +18 %
 Revenue per employee also increased (+25 %)

 Gross profit margin (%) has decreased
significantly
 26,8 % => 15,9 % (change -40,7 %)

 The 2020 EBIT (approx. 1,3 me) was the 
company's best in 15 years
 However, as an EBIT margin, the result was only 

+2,4 %

 The number of employees increased by +57 % 
during the entire review period
 Personnel costs have increased by +70 % since 

the beginning of the review period
 Salary expenses per person increased +10 %

 Free cash flow from operations for the years 
2019 - 2022 is approx. +1,35 me in total
 Only the last year's result (2022) is at a loss and 

free cash flow is negative

Blue lines in graphs = linear trend
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Finances 2018 - 2022
 Net investments approx. 0.7 million per year

– The company sold the property, machines and 
equipment to PRT-Wood (2022)

 Working capital for growth (2022) -16 %
– Despite the growth, working capital has been 

released

 Investments for growth (2022) 4 %
– For every 1,00 euro of revenue growth, 

approx. 0,04 euro has been committed to 
investments

– Asset sales improved cash flow and reduced 
net investments

 During the review period, the financial 
statements do not show cash at all

– There is internal credit limit of 3,0 me
– for 2021 - 2022, balance sheet does not show 

interest-bearing debts, i.e. the credit limit is 
apparently not in use

– Short-term (interest-free) liabilities in 2022 
approx. 10,1 million, which reflects the 
collapse of the Quick ratio indicator to 0,4

 As a result of the loss of approx. 4.7 million in 
2022, the equity ratio collapsed
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Finances 2018 - 2022

1] Group contributions

1]
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Finances 2018 - 2022
 In the review period 2019 - 2022, approx. 3,8 

me working capital has been released
 In the years 2018-2020, the company has 

implemented only one equity financing round, 
where the raised financing was 1 me

– During the review period, the company has paid 
group contribution for parent company approx. 
1,4 me and dividends (2020) 1,0 me

– According to the financial statements, at the 
end of 2022, the company had approx. 0 me 
cash and approx. 0 me interest-bearing debt on 
the balance sheet

– The company has a group credit limit of 3,0 me, 
of which 0 me was used at the time of closing 
the accounts on December 31, 2022.

– A very simplified cash flow for the company's 
history in the years 2019 - 2022 looks like the 
following (thousands of euros):

1] Includes also Group contributions

1]
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 External services and Purchases are the most significant cost items

 The share in euros of external services (subcontracting, etc.) and 
the share in relation to turnover has increased
 On the other hand, the share of personnel costs in turnover has decreased 

slightly, which can explain the growth of external services to a similar extent

Cost structure and costs

In relation to revenue Share of all costs All costs in euros
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Summary - Jukkatalo Oy 2018 - 2022
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Forecasting and 
predicting 

bankruptcy risk -
Case Jukkatalo
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Z-score as a predictor of bankruptcy risk
 Bankruptcy research is based on the goal of finding the most essential 

factors that predict a future financial crisis, which, if realized, could lead 
to the company's bankruptcy

 The development of research and forecasting models has progressed e.g. 
from Edward I. Altman's one-variable model to Aatto Prihti's Z-score and 
Erkki K. Laitinen's three- and five-factor Z-scores
 The Z-score can be used, for example, in the evaluation of the company's internal financial condition, in which 

case the imminent threat of bankruptcy can be avoided by taking measures to improve operations
 The goal has not been to find a completely reliable, but indicative indicator, which would nevertheless raise a 

"red flag as a sign of danger" in sufficient time.
 However, a Z-score falling below the critical value is not a sure "bankruptcy sentence", but rather gives the 

owner, financier and operative management an opportunity to react
 According to current research work done, Laitinen's three-factor Z-score gives more reliable results in predicting 

bankruptcy than Laitinen's five-factor Z-score
 Z-score has proven to be an excellent identifier of bankrupt companies. It identifies the company's difficulties 

and possible bankruptcy with an approx. 80% probability already two years before bankruptcy
 In external reviews, the challenge of evaluating the results is that the Financial Statements only 

shows the situation at the time of the financial statements
 Quite often companies in trouble i.e., in financial difficulties try to "embellish" the financial statements
 The prediction made on the basis of financial statement analysis only concerns the symptoms of bankruptcy 

and not their concrete causes
 Laitinen's Three and Five variables Z-score calculation is included in Argon Pro's analysis model
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Jukkatalo and three factor Z-score

 The critical value of the 
Z-score
 If the Z-score is lower 

than 18, the company 
is in danger of going 
bankrupt

 If the Z-score is 
greater than 18, the 
company is classified 
as a healthy company

 Z-score (Three factors) = (1,77 x Financial result-%) + (14,14 x Quick ratio) + (0,54 x Equity ratio))

 The Z-score measures the probability that the company will find itself in a difficult financial 
situation (in the near future) if no active measures are taken to prevent it.

 Z-score for Jukkatalo has been below the critical value for the past five years already, which means 
that the company has been classified as a "bankrupt company" for several years already.

 It seems that in 2018 - 2022, money/capital has been "pumped" out of the company, e.g. with 
group contributions and dividends totaling approx. 3,2 million euros and on 31.12.2022 the 
company had an unused group credit limit (3 million)

 Various arrangements for group subsidiaries may distort the results

On the other hand…

 Z-score for Jukkatalo 
Oy for 2018 - 2022
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Backgrounds, formulas 
and reference values to 
the financial indicators
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Background to the financial indicators
 Financial result (%) describes how many percent of the company's income remains after expenses

 Traditionally, the business of a bankrupt company has been unprofitable for several years before the bankruptcy.
 A company with a negative financial result has to take out a new loan to pay its debts, which is an unsustainable situation in 

the longer term

 Equity ratio (%) describes the strength of the company's balance sheet
 It has been found that the balance sheets of almost all bankrupt companies were weak.
 A company with weak equity ratio is very likely to run into payment difficulties, and it is also more difficult for it to get 

external financing than a company with strong equity position.
 In volatile times, a company with a strong equity ratio also has easier and cheaper access to external financing

 Quick ratio and Current ratio describes the company's ability to respond to short-term financing needs, and those 
ratios usually decrease as bankruptcy approaches
 A weak Quick ratio is a traditional problem of bankrupt companies, but not necessarily the cause of bankruptcy itself.

 One of the key performance indicators is the cycle period of Trade debtors and Trade creditors.

 Change in revenue (%) measures the expansion or contraction of the company's business.
 However, this financial indicator has given indications of bankruptcy only in the last year before the actual bankruptcy.

 A company below the critical value of the Z-score has a high risk of bankruptcy. .
 However, oversized value of one variable may distort the value of the Z-score and may lead to incorrect interpretations.
 In groups where financing is usually managed centrally by the parent company, all or some variables may also be distorted, 

although the parent company is usually responsible for its subsidiaries
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Financial indicator Formula

Net income EBIT + Financial income − Financial expenses − Taxes

Financial result Net income + Depreciation and reduction in value

Financial income (%)
Financial result

Income from operations Total
x 100

Equity ratio (%)
Shareholders′equity

Total assets − Advance payments received
x 100

Quick ratio
Financial assets − Receivables in Percentage of completion projects
Short − term liabilities − Short − term advance payments received

Current ratio Inventory + Financial assets
Short − term liabilities

Days in Trade creditors
Trade creditors

Purchases and External services (12 mths)
x 365

Days in Trade debtors
Trade debtors

Revenue (12 mths)
x 365

Formulas for the finacial indicators
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Financial indicator Excellent Good Satifactory Weak Poor

Net income

Financial result
At least as large as the repayments of the loan. In the long term, it should cover loan 

repayments, self-financing portions of investments, increases in working capital and profit 
distribution to owners.

Financial income (%)

Equity ratio (%) > 50 % 35 – 50 % 25 – 35 % 15 – 25 % < 15 %

Quick ratio > 1,5 1,0 – 1,5 0,5 – 1,0 0,3 – 0,5 < 0,3

Current ratio > 2,5 2,0 – 2,5 1,5 – 2,0 1,0 – 1,5 < 1,0

Days in Trade creditors Industry/business-specific, however reasonably close to the sales receivables cycle time, the 
payment times of procurement/purchase agreements should be monitored at some level

Days in Trade debtors Industry/business-specific, however reasonably close to the cycle time of accounts payable, 
the payment times of sales contracts (payment terms) should be monitored at some level

Reference values for financial indicators
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www.argonpro.com

@Argon_Pro

+358 400 66 25 33

Argon Pro Ltd

timo.nurminiemi@argonpro.com

@TimoNurminiemi

http://www.argonpro.com/
https://twitter.com/Argon_Pro
http://www.argonpro.com/
mailto:timo.nurminiemi@argonpro.com
https://twitter.com/TimoNurminiemi
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