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Abstract. Tangible fixed assets are used in production, provision of services, renting and for administrative purposes. Various internal and
external information users are interested in this type of assets. With regards to the significance of such assets, it is very important to carry
out their detailed analysis. The article recommends a methodology of complex analysis of tangible fixed assets that consists of the
following stages: 1) compositional analysis; 2) structural and dynamic analysis; 3) change analysis; 4) technical condition analysis; 5)
usage analysis; 6) profitability analysis. Application of this methodology allows one to objectively assess the condition of the tangible fixed
assets and make management decisions in order to use them better and improve the enterprise's activity results.
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1. Introduction

Tangible fixed assets are one of the most important financial indicators describing the financial state and activity
results of an enterprise. Other financial indicators, continuity of the enterprise's activity, perspectives and even a
possibility of a bankruptcy depend on tangible fixed assets usage effectiveness. Therefore not only managers and
employees, but also many external information users, especially investors, banks, insurance companies, tax
authorities, economics experts, etc., are very interested in their composition, structure, technical condition. With
regards to the significance of tangible fixed assets, it is very important to carry out its analysis. However, there is
a lack of literature on the tangible fixed assets analysis. Many foreign and Lithuanian authors have analysed the
issues of tangible fixed assets valuation and accounting in detail. Special emphasis is put on determination of the
tangible fixed assets acquisition (production) cost, accounting policy development and application of depreciation
methods (Juo€itiniené and Stonc¢iuviené, 2008; Lakis, et al., 2009; Black, 2004; Jackson, Rodger and Tuttler,
2010; Mykolaitiené, et al., 2010; Subacdiené and Jakubauskaité, 2012; Stunguriené and Christauskas, 2013;
Kamarauskiené and Subacien¢, 2013; Zinkevic¢iené and VaiSnoraité, 2014; Liapis and Kantianis, 2015; Del

1341


http://jssidoi.org/jesi/
http://doi.org/10.9770/jesi.2019.7.2(38)
http://jssidoi.org/esc/home
mailto:daiva.tamuleviciene@evaf.vu
mailto:2jonas.mackevicius@evaf.vu.lt
http://doi.org/10.9770/jesi.2019.7.2(38)

ENTREPRENEURSHIP AND SUSTAINABILITY ISSUES
ISSN 2345-0282 (online) http://jssidoi.org/jesi/

2019 Volume 7 Number 2 (December)
http://doi.org/10.9770/jesi.2019.7.2(38)

Giudice, Manganelli and De Paola, 2016; Legenzova, Gaigalien¢ and Vilkaite, 2016; Matei, Tole and Stroe, 2017,
Kanapickiené, Stankeviciit¢é and Grebliuné, 2019; Hilkevics and Semakina, 2019 and others). Whereas a
methodology of complex analysis of tangible fixed assets has not been analysed profoundly enough. Savickaja
(Savickaja, 2005), Plenborg and Petersen (2011), Subaciené and Senkus (2012), Gibson, (2012), Mackevicius,
Subadiené and Senkus (2012), Kovalev (Kovaliov, 2013), Mackevi¢ius, Giriinas and Valkauskas (2014),
Kanapickiené and Grundiené (2015), Bragg (2017) have some specific suggestions on such an analysis. Yet the
aforementioned authors usually limit themselves to studying only a certain aspect of a tangible fixed assets
analysis. Whereas a consistent, complex methodology for tangible fixed assets analysis has not been created yet.

The object of the research is the complex analysis of tangible fixed assets in business enterprises’.

The aim of the article is to prepare a methodology of complex analysis of tangible fixed assets which would help
managers to make right decisions, to use the assets effectively and bring economic benefit to the enterprise.

The research methods are the analysis of scientific literature, collection, comparison, classification and
generalization of information, secondary statistical analysis.

The sources of the research are scientific publications by Lithuanian and foreign authors, Business accounting
standards, data from the Statistics Lithuania.

2. Significance, characteristics and structure of tangible fixed assets

Tangible fixed assets are a type of assets aimed at producing goods, providing services, renting and for
administrative purposes and are intended to be used for a period longer than one year, and the acquisition
(production) cost of which is equal to at least the minimum cost of tangible fixed assets set by the entity (12
Business Accounting Standard, 2016). All enterprises, regardless of their size and activity type, have and use
tangible fixed assets. Most authors studying the issues of the tangible fixed assets note that this type of assets is
very significant for the financial state of an enterprise and its activity results and even in predicting bankruptcy
(Pavaloaia, 2013; Bauer, 2014; Zinkevi¢iené, Stonciuviené and Martirosianiené, 2016; Mert and Erkiran Dil,
2016 and others). Tangible fixed assets of different enterprises may vary significantly and their role in an
enterprise may be active or passive. And some assets may be rented for other enterprises or not used at all, etc.
However, most of tangible fixed assets have an active role in the creation of material wealth and have a direct
impact on the enterprise's activity results.

Tangible fixed assets, compared with current assets, have certain unique characteristics: 1) acquirement of
tangible fixed assets is always very significant since the price of a unit is usually high (it is very important to
check acquirement of fixed assets, yet the larger a unit of this type of assets, the easier it is to check it); 2) an
enterprise uses tangible fixed assets for several years and throughout this period they are registered in the
enterprise's accounting documents (an error in the accounting documents and registers will remain for the future
periods as well); 3) the turnover of tangible fixed assets is much slower than that of current assets (after checking
the tangible fixed assets movement operations once, next time only some of the operations may need to be
checked); 4) security systems of tangible fixed assets are not as strict as that of current assets (due to the physical
characteristics, it is much more difficult or even impossible to steal fixed assets thus it is easier to check the
presence of this type of assets); 5) estimation of the depreciation of tangible fixed assets using different methods
influences the enterprise's activity results.

Tangible fixed assets usually represent the largest comparative part of all the assets of an enterprise. In 2017,
tangible fixed assets of Lithuanian enterprises engaged in all economic activities (except for agriculture, financial
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intermediation, public administration and defence) accounted for 29,033 million EUR and had increased by

2.53% compared with the year 2013 (see Table 1).

Table 1. The part of tangible fixed assets compared with all assets and fixed assets in the period from 2013 to 2017

Indicators 2013 2014 2015 2016 2017

1. Total number of enterprises 60,706 67,673 71,445 73,941 74,730
2. Assets, total (millions of EUR) 66,907 67,929 71,679 76,168 78,466
3. Fixed assets (millions of EUR) 42,785 42,701 44,720 47,371 46,819
4. Fixed tangible assets (millions of EUR) 28,317 27,735 28,997 30,188 29,033
5. The part of tangible fixed assets (%) compared to:

a) all assets 42.3 40.8 40.5 39.6 37.0

b) fixed assets 66.2 65.0 64.8 63.7 62.0
6. The change rate of tangible fixed assets compared to 2013 (%) 0.0 -2.06 2.4 6.60 2.53
7. The average amount of tangible fixed assets for one enterprise
(millions of EUR) 0.47 0.41 0.41 0.41 0.39

Source: compiled by the authors based on Verslo jmoniy statistika 2017 [Business Statistics, 2017]. Vilnius: Statistics Lithuania,
2018, p. 18

Table 1 makes it clear that tangible fixed assets account for a rather large part of all assets (42.3% in 2013, 37.0%
in 2017) and of fixed assets (respectively 66.2% and 62.0%). On average, every Lithuanian business enterprise
has around 0.4 million EUR worth of tangible fixed assets.

Tangible fixed assets are registered and systematized in financial accounting based on the following categories:
uncompleted construction, land, non-residential buildings, residential buildings, construction, machinery and
equipment, vehicles and other means of transport, other equipment, instrumentation, tools and installations. In
2017, the following categories accounted for the largest comparative part: non-residential buildings (31.6%),
construction (20.9%) as well as machinery and equipment (15.3%) (see Table 2). Yet it does not mean that other
categories of tangible fixed assets are less significant: they also have an active role in the processes of production
and service provision.

Table 2. Structure of tangible fixed assets, 2017

Types of tangible fixed assets Percentage
1. Non-residential buildings 31.6
2. Construction 20.9
3. Machinery and equipment 15.3
4. Vehicles and other means of transport 115
5. Other equipment, instrumentation, tools and installations 7.6
6. Land 6.2
7. Uncompleted construction 5.3
8. Residential buildings 1.6
Total 100.0

Source: compiled by the authors based on Verslo jmoniy statistika 2017 [Business Statistics, 2017]. Vilnius: Statistics Lithuania,
2018, p. 19

Tangible fixed assets are used in enterprises from all types of economic activities. In 2017, the largest part of this
type of assets was used in real estate activities (6,538 million or 22.52%), transportation and storage (5,107
million or 17.59%) and manufacturing (4,535 million or 15.62%) (see Table 3). Even though tangible fixed assets
accounted for a rather small part of such types of economic activities as education, repair of computers and
personal and household goods, other personal service activities, arts, entertainment and recreation, human health
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and social work activities, mining and quarrying, they were necessary for production of goods, provision of
services, rent or administrative purposes.

Table 3. Tangible fixed assets by economic activity types, 2017

Economic activity millions of EUR Percentage
1. Real estate activities 6,538 225
2. Transportation and storage 5,107 17.6
3. Manufacturing 4,535 15.6
4. Electricity, gas, steam and air conditioning supply 3,564 12.3
5. Wholesale and retail trade, repair of motor vehicles and motorcycles 2,677 9.2
6. Water supply; sewerage, waste management and remediation activities 1,758 6.1
7. Administrative and support activities 1,099 3.8
8. Construction 1,068 3.7
9. Information and communication 673 2.3
10. Professional, scientific and technical activities 640 2.2
Other activities 1,374 4.7
Total 29,033 100.0

Source: compiled by the authors based on Verslo jmoniy statistika 2017 [Business Statistics, 2017]. Vilnius: Statistics Lithuania,
2018, p. 19

In today's dynamic and very competitive business environment, managers raise reasonable concerns about how
much and what type of tangible fixed assets they should have, what their technical condition should be, and how
can they use these assets effectively in order to achieve good financial results for the enterprise, to continue its
activities and to produce high-quality and competitive products. In order to answer these questions, a complex
analysis of this type of assets is required. However, before carrying out a complex analysis of tangible fixed
assets, first one needs to make sure whether certain assets were attribute to the category of tangible fixed assets
reasonably.

Business Accounting Standard 12 on Tangible fixed assets lists five characteristics based on which tangible assets
shall be attributed to the category of fixed assets: 1) the entity expects to use it for a period longer than a year; 2)
the entity reasonably expects a flow of economic benefits from this type of assets in future periods; 3) the entity
can reliably measure the acquisition (production) cost of the assets; 4) the acquisition (production) cost of the
assets exceeds the minimum cost of a tangible fixed assets unit set by the entity for each category of assets; 5) the
risk related to tangible assets has been transferred to the entity (12" Business Accounting Standard, 2016).

It must be noted that if an enterprise uses a unit of assets for more than a year yet its value is lower than the
minimum threshold set by the enterprise for the category of assets or total amount of assets, then the assets should
not be regarded as tangible fixed assets. Tangible assets that allow the enterprise to carry out its activities in future
periods yet bring no direct economic benefits are regarded as fixed assets. After making sure that a certain type of
assets has been reasonably assigned to the category of tangible assets, then the goals of the analysis have to be
established, the right sources for the analysis have to be chosen and its consistency has to be ensured.

3. Recommended methodology for the tangible fixed assets complex analysis

The main sources of tangible fixed assets analysis are balance sheet, statement of profit and loss, other financial
reports and information provided by the following ledger accounts: Land, Buildings and construction, Plant and
machinery, Vehicles, etc. Also, when carrying out the analysis, the lists of tangible fixed assets based on their
location, inventory descriptions, statements of depreciation estimation and primary and consolidated documents
are used.
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The complex analysis of tangible fixed assets has to be carried out consistently and in certain stages. However,

before starting such an analysis, it is important to assess, whether certain assets were assigned to the category of
tangible fixed assets correctly (see Fig. 1).

C Complex analysis of tangible fixed assets )
|

( Evaluation of whether certain assets are assigned to the category of tangible fixed assets correctly )
[
7~ C — =)
( Process of complex analysis of tangible fixed assets )
| | |
| Stages of analysis | | Types of analysis | | Results of analysis |
1. Compositional Retrospective and Determination of the n.umber ar_1d valqe of actually existing ta_nglble
. — . — fixed assets elements; comparison with the assets registered in the
analysis comparative analyses records
v
2. Structural and | | Horizontal, vertical | | Identification of active and passive tangible fixed assets;
dynamic analysis and trend analyses determination of their changes trends
2

Retrospective and

3. Change analysis [ -
comparative analyses

v

Disclosure of reasons for changes in tangible fixed assets

4._'Ijechmca| . M Comparatlv_e ratio | Evaluation of the technical condition of tangible fixed assets
condition analysis analysis

I I I I ]
Renewal ratio | | Liquidation ratio | | Growth ratio | |Depreciation ratio| | Usefulness ratio

A 4

Comparative ratio
analysis
| | : | | | |
Productivity || Receptivity || Turnover L_abour provision Te(_:hnlca_l Iabour_ provision Fixed tangible
ti i ti with tangible fixed | | with active tangible fixed assets to long-
ratio ratio ratio assets assets term debt ratio

5. Usage analysis [ Assessment of the tangible fixed assets usage effectiveness level

A 4

6. Profitability | | Comparative ratio, | | Assessment of the tangible fixed assets profitability level;

analysis Du Ponto analyses determination of the factors influencing the profitability level

Gross profitability of Net profitability of Cash return on tangible
\ tangible fixed assets tangible fixed assets fixed assets j
|
CT he summary of the analysis results and provision of recommendations for a more effective usage of tangibl?

fixed assets

Figure 1. Methodology of complex analysis of tangible fixed assets

The Figure 1 makes it clear that 6 main stages of tangible fixed assets analysis are distinguished. It is important to
choose the type of analysis at every stage of analysis and distinguish the most important things to focus on, i.e. to
determine the results of analysis. The complex tangible fixed assets analysis is completed by summarizing the
results and providing recommendations on how to use the assets more effectively.
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Compositional analysis. When carrying out the compositional analysis of tangible fixed assets, it is important to
establish whether the tangible assets with indicated composition actually exist and whether there are no
unregistered assets. Accountants should apply the same classification for tangible fixed assets composition and
not change it too often — this is very important. An analyst ought to make sure whether the enterprise owns the
tangible fixed assets mentioned in the accounting documents and registers.

Tangible fixed assets may be very valuable, the price of a unit may be very high. Also, an enterprise might use the
assets of this type for many years. Therefore it is important to determine whether management pays enough
attention to maintain and protect such assets. An analyst, analysing the tangible fixed assets composition, must
also analyse the enterprise's liabilities, i.e. to determine whether the enterprise is able to pay its debts for the bank
and suppliers in tangible fixed assets.

Structural and dynamic analysis. When conducting a structural and dynamic analysis of tangible fixed assets,
horizontal, vertical and trend analyses are used. During the analysis it is appropriate to estimate what part of all
tangible fixed assets do active assets account for and to determine their development trends during a certain
period. If in the presence of other constant factors the part of active assets is increasing, it can be concluded that
the enterprise's production capacity is increasing as well. Yet it should be noted that the increase in the active part
of the assets is not always an objective indicator of the increase in the enterprise's production capacity because of
chosen assessment of such assets and depreciation methods. It is also important to determine whether the active
part of the tangible fixed assets is technically advanced. Determination of the optimum ratio of the active and
passive (that are not directly involved in the production and services provision process) assets is an important
condition for using the assets effectively. Therefore all the elements of tangible fixed assets have to be estimated
and reasons for their development have to be analysed.

Practice shows that the elements of tangible fixed assets vary differently. Thus it is important to conduct the
analysis of not only all tangible fixed assets but of the dynamics of all its elements. The information of this
analysis is especially significant if a longer period is analysed. It is related to the fact that some fixed assets are
rarely renewed because they can be used for a long time. Active elements of tangible fixed assets should be
renewed more often, however, as the practice shows, in some cases the passive part of the assets increases faster.
When analysing the structure and dynamics of the tangible fixed assets, it is important to focus on one significant
factor — the same elements have to be included into the active and passive parts of the assets every year. In other
cases the data will be impossible to compare.

Change analysis. The change analysis of tangible fixed assets has to be related to the compositional, structural,
and dynamic analyses since variation of any assets element has an impact on the general results of assets
composition, structure and dynamics. During the tangible fixed assets change analysis the following things have
to be determined: 1) how much and what type of assets there were at the beginning of the accounting year, what
is the cost of acquirement (production) of such assets; 2) how much and what type of assets were acquired during
the accounting year, what is the cost of acquirement of such assets; 3) how much and what type of assets were
produced or constructed by the enterprise itself, how much of it was transferred to others, devaluated, revaluated
or written-down; 4) how much and what type of assets there were left at the end of the accounting year.

Tangible fixed assets change analysis has to be conducted on the basis of the most important elements of such
assets. It is important to determine the reasons due to which material changes in certain elements took place.
Often the change of tangible fixed assets is influenced by the enterprise's reconstruction, division or merging,
changes in organizational structure and management system, improvement of production processes and forms of
work organisations; renewal of depreciated and obsolete assets; the level of production specialization and
cooperation; changing of the enterprise's geographical location, etc.
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Technical condition analysis. The enterprise's financial state and activity results are very dependant on the
technical condition of tangible fixed assets. However there is an issue of evaluating the technical condition of
such assets because tangible fixed assets can be very different depending on the types of enterprises' activities
since their technical and usage characteristics, useful life, etc. are different. Therefore during the tangible fixed
assets technical condition analysis, one must look for the most general indicators that can be compared in an
enterprise during a longer period as well as with the indicators of related enterprises. The most general indicators
describing the technical condition of tangible fixed assets are as follows: 1) renewal; 2) liquidation; 3) growth; 4)
depreciation; 5) usefulness. Formulae for their calculations as well as their descriptions are provided in the Table
4. All these indicators may be calculated both for all tangible fixed assets in general and for the separate types of

assets.

Table 4. Indicators describing the technical condition of tangible fixed assets

Indicators Formulae for their calculation Description of the indicators
Tangible fired assets acquired This indicators shows what part do the newly acquired tangible
1. Tangible ) fixed assets account for in the total acquisition value of all

fixed assets
renewal ratio

during the year
Tangible fived assets
at the end of the year

tangible fixed assets. The increase of active assets renewal ratio
is considered favourable. It reveals the enterprise's potential in
increasing the production capabilities and developing business

2. Tangible
fixed assets
liquidation ratio

Tangible fixed assets
liguidated during the year
Tangible fixed nssets
at the beginning of the year

From this ratio one can make conclusions about the
maintenance and usage of tangible fixed assets and even on
production capacities. If the ratio has increased it can also mean
that production capacities have decreased, that work is irregular,
etc.

Tangible fixed assets
at the end of the year

This indicator shows the trends of changes in tangible fixed

3. Tangible — Tangible fived assets assets. If the indicator increases, it is considered as positive
fixed assets o . : . :
) at the beginning of the year thing because it shows that the enterprise takes care of
growth ratio T - - - - .
Tangible fixed assets production development, invests into tangible fixed assets
at the beginning of the year
a) depreciation ratio at the beginning of the year:
Depreciation of tangible fixed
assets at the beginning of the year The change in depreciation level is determined by comparing

4. Tangible Tangible fived assets the depreciation ratios at the beginning and at the end of the

fixed assets
depreciation
ratio

at the beginning of the year
b) depreciation ratio at the end of the year:
Depreciation of tangible fixed
assets at the end of the year
Tangible fixed assets
at the end of the year

year. The changes in the value of the assets, increases in
depreciation rates, low rate of assets renewal, etc. have an
impact on whether this ratio at the end of year increases or not.
It is important to make sure that land is not included in the fixed
assets value because land is not a depreciable asset

5. Usefulness
(suitability)
ratio

1 — Depreciation rate
or
Book value of the tangible fixed assets
Acquisition value of
the tangible fixed assets

The ratio shows whether the tangible fixed assets are useful for
further usage. The lower this ratio, the less useful the assets are
for production or services provision. As the ratio approaches
zero, it is necessary to start the assets renewal procedures.

In order to improve the technical condition of certain tangible fixed assets, enterprises often try not only to
improve but also change the technical condition of such assets — the assets are repaired, reconstructed or otherwise
reorganized. During the analysis it is important to determine whether the repair or reconstruction works on
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tangible fixed assets have improved their useful characteristics and whether the useful life of the assets has
changed.

Usage analysis. It is very important to use the tangible fixed assets effectively, i.e. all their elements have to
contribute to the production, increase of provided services or achievement of other enterprise's goals to a certain
extent. In order to estimate the effectiveness of the tangible fixed assets, it is suggested to estimate and evaluate

various comparative ratios (see Table 5).

Table 5. Indicators describing the usage effectiveness of tangible fixed assets

Indicators

Formulae for their calculation

Description of the indicators

1. Tangible fixed assets
productivity ratio

Production value
Tangible fixed assets

This indicator shows the value of cost of goods manufactured per
one euro of tangible fixed assets. Changes in the active part of the
assets have the biggest influence on this indicator. This indicator
can be estimated by not only calculating the value of the cost of
goods manufactured, but also the standard hours allowed to
production or standard direct labour costs

2. Tangible fixed assets
receptivity ratio

Tangible fived assets
Production value

This indicator shows how many tangible fixed assets does an
enterprise have, and whether it is enough for the planned
production volumes

3. Tangible fixed assets
turnover ratio

a) in times:
Snles revenus
Tangible fixed nssets

b) in days:
Tangible fixed assets x 365
Snles revenue

or
365
Tangible fived assets
turnover ratio in time
or

Tangible fixed nssets
Sales revenue perday

This indicator shows how effectively does an enterprise use its
assets to earn the sales revenue and what is the sales revenue per
one euro of the assets ratio

This indicator shows how many days does the tangible fixed
assets circulation process take during the accounting period

4. Labour provision
with tangible fixed
assets

Tangible fixed nssets

The number of workers during
the busiest shift

This indicator shows the tangible fixed assets per employee

5. Technical labour
provision with active
tangible fixed assets

Active tangible fixed assets

The number of workers during
the busiest shift

This indicator shows whether employees have enough machines,
equipment, devices and other active assets required for certain
production operations

6. Tangible fixed assets
to long-term debt ratio

Tangible fixed nssets
Long — term linbilities

This indicator shows how many times the tangible fixed assets
can be used to settle the long-term liabilities

Table 5 shows that the usage of tangible fixed assets is assessed based on the production levels or sales revenue
that result from this type of assets; also, whether there are enough assets to settle the long-term liabilities.

Profitability analysis. When analysing the tangible fixed assets profitability, not only the financial, but also
productive, commercial and investment activities of an enterprise can be assessed. Thus not only managers are
interested in profitability indicators but many external information users as well. Various indicators may be used
to assess the tangible fixed assets profitability (see Table 6).
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Table 6. The tangible fixed assets profitability indicators

Indicators Formulae for their calculation Description of the indicators
1. Gross profitability of Gross profit This indicator shows how much euros of gross profit go to
tangible fixed assets Tangible fixed assets one tangible fixed assets euro
2. Net profitability of Net profit This indicator shows how much euros of net profit go to
tangible fixed assets Tangible fixed assets one tangible fixed assets euro
Net profitabilicy of sales
¥ Tangible fixed assets turnover Identification of the factors creates a possibility to estimate

Factors influencing a i i 4 \ the potential to increase the activity results. The main

9 ratio (in times) - . -
level of net profitability factors are the indicators of the changes in net profitability
of tangible fixed assets _ = of sales and tangible fixed assets turnarounds. These

Net profit Sales revenus indicators can be further divided into smaller indicators

Sales revenue Tangible fixed assets

Cﬂﬂ'h Jﬁ!m-g fil'ﬂilu ng;l-ﬂrfng ﬂt‘tiHﬁES‘ ThIS |nd|CatOr ShOWS the I’Ole Of the aSSEtS When genel’atlng
cash from the main activity. It is a substitute for the assets
profitability indicator

3. Cash return on
tangible fixed assets Tangible fixed assets

In practice, enterprises usually estimate the net profitability of the tangible fixed assets. Its level may be assessed
by comparing the enterprise's profitability levels of several periods, by comparing it to the profitability levels of
enterprises from the same industry or by comparing the profitability levels of different departments or
responsibility centres of the enterprise.

However, it is not enough to conduct a comparative analysis of the tangible fixed assets profitability. It is
important to examine the factors that had an influence on the profitability ratio. As the Table 6 shows, two factors
have an influence on the tangible fixed assets profitability: net profitability of sales and tangible fixed assets
turnover ratio. These factors can be further divided into the component elements by using the DuPont pyramid
analysis method. Different authors provide different types of the DuPont assets profitability analysis. The
prepared structure of the DuPont pyramid analysis does not matter, what matters is division of these indicators
into elements as small as possible. Division of the aforementioned indicators into the sales revenue, net profit and
tangible fixed assets has the largest practical significance. The influence of net profit and changes in assets for the
tangible fixed assets profitability is of crucial significance. There is a direct relation between the tangible fixed
assets profitability and net profit. As the amount of net profit increases or decreases, the net profitability of the
assets increases or decreases accordingly. Whereas the relation between the profitability and tangible fixed assets
value is inverse. As the value of the assets decreases, the net profitability of tangible fixed assets increases and
vice-versa — as the assets value increases, the profitability decreases.

When conducting a more in-depth analysis of the factors influencing the tangible fixed assets profitability, is
appropriate to divide the sales revenue, net profit and fixed assets indicators even further. For instance, the
tangible fixed assets could be appropriately divided into active and passive assets; net profit can be divided into
sales revenue, cost of goods sold, cost of services provided, selling expenses, general and administrative
expenses; sales revenue into revenue from operating activities and revenue from untypical activities. Any of these
elements can be divided further: active assets into machines, equipment, devices and other active assets required
for certain production operations; cost of goods sold into raw materials cost, labour cost, overhead costs, etc.;
revenue from operating activities into revenue of goods sold and revenue of services provided, etc. Such division
helps to determine which component element of tangible fixed assets had the biggest or smallest influence for the
tangible fixed assets profitability. It is important to analyse the factors determining the tangible fixed assets
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profitability when predicting the enterprise's expansion possibilities. The analysis of the influence of these factors
during several accounting periods can help to manage the tangible fixed assets profitability and for the managers
to select the strategy — whether to increase the assets turnaround or sales profitability.

The complex tangible fixed assets analysis is completed by summarizing the results of all the mentioned stages.
This part of the complex analysis is very important because the results underline the problems of the usage of
tangible fixed assets, reveals the reservas as well as the unexploited possibilities to use all the elements of the
assets. Suggestions on the composition, structure, dynamics, changes, technical condition, profitability and better
usage of the tangible fixed assets have to be prepared as well.

Conclusions

Tangible fixed assets are very significant for the financial state of an enterprise and its activity results. They are
used in production, provision of services, sale of goods, for administrative purposes; in other words, they provide
specific economic benefits for the enterprise.

In 2017, the tangible fixed assets in Lithuanian business enterprises accounted for 29,033 million EUR and it
increased by 2.53 compared to 2013. In 2017, they accounted for 37.0% of all assets and for 62.01% of fixed
assets. The following categories accounted for the largest part: non-residential buildings (31.6%), construction
(20.9%) and machinery and equipment (15.3%). Tangible fixed assets are used in enterprises from all types of
economic activities. In 2017, the largest part of this type of assets was used in real estate activities (22.52%),
transportation and storage (17.59%) and manufacturing (15.62%).

Not only managers, but also many external information users, such as investors, banks, insurance companies, tax
authorities, economics experts, etc., are interested in the composition, structure, technical condition of the
tangible fixed assets. With regards to the significance of this type assets, it is very important to carry out their
complex analysis; no such analysis has been prepared so far. Recommended methodology for the tangible fixed
assets complex analysis consists of the following stages: 1) compositional analysis; 2) structural and dynamic
analysis; 3) change analysis; 4) technical condition analysis; 5) usage analysis; 6) profitability analysis. The
results from specific stages of the analysis are used for the management decisions in order to use the assets more
effectively, improve enterprise's activity results, its activity continuity and competitiveness in the market. This
methodology of the analysis can be successfully applied in the enterprises of various sizes and economic
activities.
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