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Abstract: Identification of potential financial distress in a company is an important step in 

predicting the company’s financial health condition. Financial distress conditions can occur 

before the company goes bankrupt which is marked by a decline in company finances. To deal 

with these conditions, the company is expected to be able to prepare a strategy to anticipate the 

occurrence of bankruptcy by analyzing financial ratios. This study aims to calculate, analyze, 

and classify the potential of financial distress at PT Bali Kulina Utama through financial ratios 

with the prediction model used is Altman Z-Score Modification method. Primary and secondary 

data obtained through interviews and documentation data collection techniques. The data 

analysis technique is descriptive qualitative by calculating each financial ratio that contained in 

the Altman Z-Score Modification model and calculating the Z-Score Modification equation to 

predict financial distress position. Based on the results, it can be concluded that the potential of 

financial distress at PT Bali Kulina Utama in 2018-2020 is in a non financial distress condition, 

because the Z-Score Modification equation value is in Z”-Score > 2,6. 
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1. Introduction 

The existence of the company can be seen from the company’s financial condition which is reflected in 

the financial statements. The information contained in the financial statements is analyzed using 

financial statement analysis techniques. Basically the analysis of financial statements is carried out in 

order to be able to analyze the condition of the company in a certain time, whether the company is in 

good condition or experiencing financial distress. 

Financial distress, which is the initial stage before the company can no longer operate and eventually 

goes bankrupt. Financial distress analysis can be used as a tool to anticipate and predict this potential. 

One of the predictions of potential financial distress can be using Altman Z-Score Modification 

prediction model which is used as a measurable control tool on the financial status of companies 

experiencing financial distress[1]. Altman Z-Score Modification is expressed in the form of a linear 

equation consisting of 4 coefficients to represent certain financial ratios. 
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The technique used in this model is the Multiple Discriminant Analysis (MDA) technique, with a 

combination technique in the form of related financial ratios to form an equation. The Altman model is 

dynamic and always evolving and can be used by non-manufacturing companies. Because of these 

developments, the Altman model was able to predict with an accuracy of 95% [2]. 

The condition of potential financial distress can be seen in the financial statements of PT Bali Kulina 

Utama which are presented in Table 1. 

 

Table 1. Total Asset, Current Liabilities, Total Liabilities, and Profit/Loss 

PT Bali Kulina Utama in 2018-2020 (in IDR) 

 

 

 

 

 

 

Based on table 1, PT Bali Kulina Utama experienced an increase in debt from 2018 to 2020 to fulfill 

the company's operational activities. The increase in debt that occurs is interpreted as a negative 

indicator because the company chooses to increase its debt. This is a bad consequence for the company 

if it is not followed by the ability to generate profits to cover debt. In addition, the profit earned from 

year to year tends to decrease significantly. The profit obtained in 2018 was the highest profit and in the 

following year it decreased. 

The decrease in profit is indicated as the company's inability to use working capital and is an 

illustration of the ineffectiveness of the company's management in carrying out operational activities. 

Therefore, it is necessary to make decisions based on appropriate financial statement analysis using the 

Altman Z-Score Modification model. 

2. Literature Review 

The financial statements of a company reflect the financial condition of the company itself. The 

company's financial condition is not always in a good state, so it is very important to determine the 

company's financial position through financial statements. The financial statements are presented and 

arranged in such a way that the users of the financial statements can determine the background of the 

company's performance [3]. The company's performance is assessed and evaluated by analyzing the 

financial statements in order to maximize performance in the coming period [4]. The problem analysis 

process in the financial statements is carried out using a measuring instrument in the form of financial 

ratios [5], based on the variables that exist in the components of the financial ratios [6]. This measuring 

tool is useful for management to find out the early signs of financial distress [7]. Financial distress is 

indicated as the inability to pay off the company's debt which has an impact on liquidity so that the 

company has an excess amount of debt [8]. One of the financial distress analysis methods is Altman Z-

Score Modification method issued by Edward I. Altman in 1968 [9], which later developed into the most 

widely used bankruptcy prediction model today because it is very flexible for all types of companies 

[10]. This model is a statistical model that combines four financial ratios to produce a Z-Score [11], 

namely working capital to total asset, retained earning to total asset, earning before interest and tax to 

total asset, and book value of equity to book value of debt [12], and there is a Z-Score Modification 

equation that is used to determine the company financial status [13]. 

3. Research Method 

This study uses descriptive qualitative data analysis with PT Bali Kulina Utama financial report data, 

collected through interviews and documentation. The financial statements used in this study are in the 

form of income statements and balance sheets during 2018-2020. Data analysis was carried out by 

Year Total Asset Current Liabilities Total Liabilities Profit/Loss 

2018 2.002.480.042 223.015.996 622.480.042 302.950.650 

2019 2.276.092.954 235.103.789 623.142.304 249.974.216 

2020 2.228.836.344 300.623.891 675.911.478 225.957.161 
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calculating each financial ratio contained in the Altman Z-Score Modification model and calculating the 

Z-Score Modification equation to predict financial distress position. 

 

 

3.1. Altman Z-Score Modification Method 

3.1.1. Working Capital to Total Asset (X1) 

This ratio shows the company's ability to provide net working capital of the total assets owned by the 

company. 

 

WCTA (X1) =
 Working Capital 

Total Assets 

 

3.1.2. Retained Earning to Total Asset (X2) 

This ratio shows the amount of retained earning used to finance the total assets owned by the company. 

 

RETA (X2) =
 Retained Earning 

Total Assets 

 

3.1.3. Earning Before Interest and Tax to Total Asset (X3) 

This ratio shows the company's ability to earn operating profit before interest and taxes from the total 

assets owned by the company. 

 

EBITTA (X3) =
            EBIT 

  Total Assets 

 

3.1.4. Book Value of Equity to Book Value of Debt (X4) 

This ratio shows the company's ability to fulfill its obligations with the company's own capital. 

 

BVEBVD (X4) =
     Book Value of Equity 

  Book Value of Debt 

 

3.1.5. Altman Z-Score Modification equation formula 

 

    Z” = 6,56X1 + 3,26X2 + 6,72X3 + 1,05X4 

 

Company classification based on the cut off contained in the Altman Z-Score Modification method: 

 

Table 2. Score Classification 

 

 

 

 

 

 
4. Result and Discussion 
4.1. Calculation of ratios with Altman Z-Score Modification Method 

The calculation of each ratio component in the Altman Z-Score Modification prediction model can be 

shown in Table 3. 

Criteria Description 

Z ≤ 1,1 Financial Distress 

1,1 < Z ≤ 2,6 Grey Area 

Z > 2,6 Non Financial Distress 
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Table 3. Altman Z-Score Modification Ratio Value 

PT Bali Kulina Utama in 2018-2020 

 

 

 

 

 

 

The results of the calculation of the ratio reflect the condition of PT Bali Kulina Utama for three years 

which can be concluded in the analysis of each ratio as follows: 

 

4.1.1. Ratio Analysis of Working Capital to Total Asset (X1) 

The ratio of working capital to total asset in 2018 has a value of 0,4183, which means that net working 

capital is 41,83% of the company's total assets. This ratio increased by 5,95% in 2019 when compared 

to the previous year, so that the acquisition of working capital for 2019 was 0,4778. The increase in the 

ratio value that occurred in 2019 was due to an increase in the company's current assets in the cash and 

bank cash sections. This is inversely proportional to the value in 2020 which decreased by 4,04% from 

2019. The ratio value in 2020 was 0,4373 which was caused by a decrease in working capital due to an 

increase in current debt and also had an effect on the decline in the value of current assets in 2020. 

 

4.1.2. Ratio Analysis of Retained Earning to Total Asset (X2) 

The ratio of Retained Earning to Total Assets in 2018 is 0,2472 which means 75,27% is profit distributed 

to shareholders and every IDR 1 of the company's total assets is able to obtain retained earning of 0,2472. 

The value of the ratio decreased in 2019 by 4,95% when compared to the previous year, so the retained 

earning for 2019 was 0,1977. The decrease in the value of the ratio was caused by a decrease in the 

number of sales, so that the resulting retained earning decreased. The decline in the value of the ratio 

also occurred in 2020, so that the value of the ratio in 2020 was 0,0897 from 2019 which decreased by 

10,79%. In 2020 there was a distribution of a number of dividends to shareholders, so this is what causes 

the value of the retained earning ratio in 2020 to decrease. 

 

4.1.3. Ratio Analysis of Earning Before Interest and Tax to Total Asset (X3) 

The ratio of Earning Before Interest and Tax to Total Asset in 2018 obtained a value of 0,1949 which 

means that operating profit before interest and taxes can be obtained from the total assets of 19,4%. The 

ratio value decreased in 2019 by 5,4% when compared to 2018, so that the acquisition value was 0,1408. 

The decrease in the value of the ratio was caused by a decrease in the number of sales. The decline in 

the value of the ratio also occurred in 2020, the value of the ratio in 2020 was 0,1286. The decrease 

occurred by 1,21% from 2019 due to a decrease in the amount of income from sales, current accounts, 

rentals, and others also in line with the increase in the company's short-term and long-term debt. 

 

4.1.4. Ratio Analysis of Book Value of Equity to Book Value of Debt (X4) 

The ratio of Book Value of Equity to Book Value of Debt in 2018 was 2,2491, which means that every 

IDR 1 of the company's debt can be guaranteed by 224,94% of the value of its own capital. The value 

of this ratio increased by 40,35% in 2019 when compared to 2018, the value of the ratio in 2019 was 

Year WCTA (X1) RETA (X2) EBITTA (X3) BVEBVD (X4) 

2018 0,4183 0,2472 0,1949 2,2491 

2019 0,4778 0,1977 0,1408 2,6526 

2020 0,4373 0,0897 0,1286 2,2975 
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2,6526. The increase in the value of the ratio was due to the increase in profit for the year in 2019. The 

value of this ratio was inversely proportional to the year 2020 which decreased by 35,5% from 2019 the 

value became 2,2975. The decrease occurred due to the reduced value of the paid-in capital to the 

company. This happens because the amount of company debt increases and is not followed by an 

increase in the number of sales, so that the resulting profit decreases. 

 

 

 

4.2. Calculating of Financial Distress Position with Altman Z-Score Modification Method 

The results of the ratio calculation are entered into the Z-Score Modification equation by adding up the 

results of the X1 to X4 ratio calculations after being multiplied by the Z-Score value of each ratio. The 

results of obtaining the Altman Z-Score Modification model equation values can be shown in table 4. 

 

Table 4. Equation Value of Altman Z-Score Modification 

PT Bali Kulina Utama in 2018-2020 

 

Based on the calculation results of the Z-Score Modification equation in table 4, the financial distress 

position of PT Bali Kulina Utama can be grouped into the criteria determined by Altman. These criteria 

are classified based on the cut off value which can be seen in table 5. 

 

Table 5. Classification of Potential Financial Distress 

PT Bali Kulina Utama in 2018-2020 

 

 

 

 

 

 

Table 5 presents the results of the financial distress classification which describes the financial condition 

of PT Bali Kulina Utama in 2018-2020. The classification results show that PT Bali Kulina Utama is in 

a condition of non financial distress. 

 

4.2.1. Financial Distress Position Analysis 

Financial distress position at PT Bali Kulina Utama obtained a value of Z-Score Modification in 2018, 

2019, and 2020 respectively is 7,2211; 7,5105; and 6,4384. The company is categorized as non financial 

distress because it is on the criteria Z”-Score > 2,6. This is also supported by the value of the four 

financial ratios after being multiplied by the Z-Score value in the equation of each ratio. The results of 

the calculation of the ratio component provide an illustration of the company has operated its assets 

effectively. In this regard, the effectiveness of management work in managing assets for investment and 

funding purposes in fulfilling obligations, makes the company able to avoid financial distress condition. 

5. Conclusion 

Based on the calculation results of the ratio component and the Z-Score Modification equation, it can 

be concluded that in 2018, 2019, and 2020 provide a positive illustration of the company's sustainability 

Year WCTA (X1) RETA (X2) EBITTA (X3) BVEBVD (X4) Z-Score (Score) 

2018 2,7441 0,8059 1,3096 2,3615 7,2211 

2019 3,1345 0,6445 0,9463 2,7852 7,5105 

2020 2,8690 0,2925 0,2925 2,4124 6,4384 

Year Z-Score (Score) Classification 

2018 7,2211 Non Financial Distress 

2019 7,5105 Non Financial Distress 

2020 6,4384 Non Financial Distress 
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as reflected in the value of the calculation of the four financial ratios. The results of these calculations 

make PT Bali Kulina Utama in a condition of non financial distress, with the criteria Z”-Score > 2,6. 
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