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Abstract: This paper deals with the determination of the intrinsic value of the company Seznam.cz,
a.s. using discounted cash flow. Specifically, it is concerned with determining the value of the
business from the perspective of the company’s shareholders. The Free Cash Flow to Equity (FCFE)
method is chosen for analysis and determination of the value. According to this method, the specific
FCFE values are discovered. However, the enterprise value must also be analyzed on the basis of
other key indicators, such as financial leverage, the Capital Asset Pricing Model (CAPM) method,
or the net present and future value of the FCFE. This is especially important so that the results can be
put into mutual relations and a sufficient representative value of the FCFE results can be achieved.
Input values stem from the company’s annual reports. From the results of the mentioned methods
and indicators, it was found that the value of the FCFE is quite high, which means that the capital
used is used appropriately. Based on the result of the continuing value of the FCFE, it can be said that
the company’s intrinsic value is at a very good level.

Keywords: company’s intrinsic value; free cash flow; financial leverage; CAPM; FCFE

1. Introduction

Determining the value of a company is one of the most frequent and intensively used but, at the
same time, relatively complicated operations, and it can be viewed from a number of perspectives.
The problem of corporate valuation and corporate investment is addressed, for example, by Magni [1],
who describes many realistic approaches to corporate valuation and corporate investment. The issue
of valuation is also viewed from an accounting perspective on the basis of financial statements.
Valuation using book value is specified by the Accounting Act and provides an initial picture of
the current value of a company and of its individual assets in particular [2]. However, from the
point of view of management, potential investors, or credit companies, the substantive value is
also important, as it may have a higher information value from their perspective. For example,
they may focus on net assets [3] or the revenue approach, such as discounted cash flows [4]. It is
exactly this principle, or the Discounted Cash Flow (DCF) method, that is one of the most effective
ones out of the methods listed above. The issue of DCF has several basic areas, among which FCFF
(Free Cash Flow to Firm) and FCFE (Free Cash Flow to Equity) can be included. In determining
the intrinsic value of the company, it is appropriate to use the Free Cash Flow to Equity model,
hereinafter referred to as the FCFE, which consists in determining free financial means for owners
reduced by all liabilities to creditors. The abbreviation FCFE stands for free cash flow to equity, i.e., for
shareholders. In essence, it is a cash flow that can be withdrawn from the enterprise and transferred
to the owner without the enterprise being adversely affected in any way. FCF, or free cash flow, is
the cash flow generated by the basic operations of a business after deducting investments in new
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capital [5]. CFE, or cash flow to equity, is understood as a cash flow that is withdrawn from the
company and passed on to the owner (shareholder). It no longer matters whether the company as such
will be endangered in its activities [6]. In the case of FCFE, it is essential to ensure that what is taken
from the company can be taken indeed (reproduction of fixed assets must be preserved; material and
sufficient liquidity must be ensured). In the second case, we withdraw funds based on the decision of
the general meeting of the company, and we do not decide whether or not the company will continue
to operate (there can really only be paid dividends). FCFE does not necessarily have to be distributed
to shareholders—it can only be removed from the company if necessary (CFE is fully distributed).
At the same time, FCFE is almost never fully distributed to owners. This does not make much sense
(especially if the company can evaluate the funds). According to Mielcarz and Mlinarič [7], the FCFE
model is one of the three most important methods for valuing a company, while they also analyze
the risks of individual methods, drawing particular attention to the danger of excessive investment.
For example, Barealey, Myers, and Allen [8] present methods for determining the Net Present Value
of specific assets of valued companies. The use of this model is most suitable for companies that
are referred to as Going Concerns [9]. These are organizations that are in a stage of maturity, and it
can be assumed that they will maintain their stability for the next period. The value of a company,
or the intrinsic value of a share, is important for shareholders who make decisions about potential
investments [10]. The very possibility of a potential investment is increasing in the case of so-called
Green Companies, which have received this label in terms of the environmental sustainability of
their activities. Investors in these companies are often referred to as green investors [11]. The use of
this model is crucial for making strategic decisions, mainly because the free cash flow expresses the
resulting amount that will remain available to the company after a reduction in capital expenditures,
and the organization can freely dispose of it. The company should allocate these free funds in the
most appropriate way. On the other hand, Zurita, Castillo, and Niño [12] point out the need to take
into account the legislative and fiscal conditions of the region, where the problem is, for example,
compatibility and limited reporting of financial statements, which pose a significant risk from the
assessor’s point of view [13]. From the point of view of the EU, according to Kasych, Vochozka,
and Yakovenko [14], it is necessary to diagnose states in terms of the stability of companies operating
in them. This also helps to respond to a forthcoming economic crisis early, and can thus minimize the
negative consequences for individual companies.

At the same time, it is necessary to take into account the dynamics of economic and industrial
development, where the value of companies increasingly reflects state plans, such as “Industry 4.0”,
which determine the futures of the relevant fields [15,16]. Nevertheless, the FCFE method belongs,
according to Dagnino et al. [17], among the basic sources for managerial approaches and evaluations
from the perspective of potential investors.

The resulting FCFE values can, therefore, be applied to define the competitiveness of an assessed
company as well as its potential.

In our article, we address the FCFE option—we determine the value of a company based on the
fact that part of its capital can be taken from it (while continuing its other activities).

The aim of the paper is to define the intrinsic value of a particular company using the FCFE model
from the perspective of the equity owner and to evaluate the advantages and disadvantages of using
this tool in the case of a specific Czech company.

2. Literature Review

Company evaluation is one of the most frequently described and mentioned research questions
in the economic literature. According to Anwer et al. [18], the decision about capital entry into
the company can be, in addition to a strict investment approach, based on a number of factors,
such as personal preferences. According to To, Chau, and Kan [19], the decisive factors for the
value of a company are represented by the structure of dependence on business, the dominance of
company value, the dynamics of innovation, and their agility. The importance of corporate accelerators
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is then emphasized by Lange and Johnston [20], who subsequently evaluate the time value factor for
investors [21]. Another example is the valuation of a company using the objectivized value of the
company determined on the basis of the value of the company’s small assets [22].

An important phenomenon on which the current research of companies’ value is focused is the
influence of the pseudo-market environment. In this case, criteria such as the company’s connection to
sustainability or its position in the social network environment enter into the assessment process [23,24].
Cui et al. [25] use the Decision Testing and Evaluation Laboratory (DEMATEL) method to identify
these risks and benefits. Hybrid organizational forms combining commercial and social institutional
logic are being explored in order to understand newly set value movers and their impact on society [26].
Based on systems theory, they explain the high contribution of social media analysts to the value of
a company and the differences in their effects on small, medium, and, subsequently, large companies [27].
According to Zhang et al. [28], structural, cognitive, and relational links based on social media are an
important mechanism for improving the overall performance of a company. Dong, Wen, and Liu [29]
present an example of the sustainability of a Chinese bank’s business. They modeled the sustainability
of a particular banking institution in the case that this institution begins to discriminate against certain
clients concerning credit. This strategy may temporarily increase its economic performance, but this
situation may not be sustainable for survival on the financial market. It would also disrupt the entire
banking market, which could lead to its gradual destabilization. According to Tiba and Frikh [30],
one of the foundations of business sustainability is represented primarily by employees, especially in
developing countries. When formulating a business model of a given company with regard to its
subsequent sustainability, it is important to take into account all internal and external factors that
may influence this increasingly important parameter, and also to implement them in overall internal
company analyses [31].

Kuo [32] focuses on the evaluation of prices of companies listed on the Taiwan Stock Exchange
using predictive regression methods, according to which the vector of the error correction model shows
the best results. On the contrary, they use the net asset value method [33] to assess the fiscal health
of the state or the state companies, according to which this model has an optimal information value
beyond its basic accounting interpretation. Erauskin and Gardeazabal [34] arrive at the same result,
assessing the optimal level of foreign net assets and domestic wealth at the state level in relation to
economic performance. They focus on differences in the valuation of companies innovating services in
the Business to Business (B2B) and Business to Consumer (B2C) segments [35], where, according to them,
these steps have a significantly greater positive impact on the value if a company focuses on the first of
the mentioned sectors.

From this point of view, cash flow discounting methods belong among the more traditional—but
proven—methods. They do not only have to be used to value a whole society. According to
Chang et al. [36], they provide, for example, the optimal possibility of determining the selling price of
a product. Lilford, Maybee, and Packey [37] offer solutions to problems related to the stationarity of
discount rates used in discounting cash flows. They solved the problem of data instability using a
nonlinear programming optimization model [38]. Subsequently, Bian et al. [39] present a dynamic
model of discounted cash flows in combination with the WCR (working capital) model. The analysis
of discounted financial flows within the newly modeled supply–retail customer chain was also used
by Li et al. [40] and Pless et al. [41] to identify the optimal model for investing in a functional
energy mix in the United States. Drobetz, Janzen, and Meier [42] focused on differences in the
allocation and discounting of cash flows, revealing significant differences between private and more
sensitive public companies in the Western European region. They focused their attention on fair
value discounting of cash flows in the analysis of the real estate market in Spain, taking into account
the specifics of Spanish valuation processes [43]. In itself, this is not accepted without reservations,
as it is not possible to express the real value according to some authors. This is also confirmed by
Tsuji [44], according to whom the analysis according to DCF (discounted cash flow) is insufficient.
According to him, the DCF model expresses only the expected value in the future and not the
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actual value. Prusak [45] disagreed with this view, arguing that there is no single appropriate method to
determine only one enterprise’s value. The resulting value of a company is the average of several values.
This problem with many valuation methods was also encountered by Turcas et al. [46], according to
whom the final choice of the most suitable valuation method depends on the choice of the potential
investor method. However, the investor themselves can also decide on the basis of this information
whether the company they invest in is economically sustainable even if it is forced to introduce
some innovations in order to preserve its competitive ability in the constantly evolving market. Jin,
Navare, and Lynch [47] conducted a global survey of the extent to which companies forced to take
innovative steps are sustainable, especially shortly after these changes. Along with these innovations,
the corporate culture must also undergo innovation, which can have fatal consequences in some cases.
Bodhanwala and Bodhanwala [48] found out that companies with sustainable development strategies
are more profitable. According to Sroufe and Gopalakrish [49], social sustainability performance is
also increasing.

There are a number of outputs to the basic issue of FCFE (Free Cash Flow to Equity); however,
there are not enough scientific papers, which may be the result of both the relatively frequent use of
other methods and the underdeveloped research. This may be due to the existence of several methods
by means of which the value of a company can be expressed [50].

According to Almabekova, Kuzmich, and Antosik [51], the right choice of method is also a
deciding factor for owners who have to assess the enterprise value in times of an economic crisis.
Furthermore, it is necessary for the owners of the company to express the value in the case of mergers
with other companies. Toll and Hering dealt with the method of expressing the value according to
the owners when merging companies [52]. Lorenc and Kustra [53] discuss the expression of value for
owners using FCFE, and they describe the methodology that is best used in the analysis. Suhanda,
Hidayat, and Firmansyah [54] use the same method of determining the value of a company using FCFE.

The main goal of an organization is primarily to constantly increase the value of the company
along with increasing value for the shareholders themselves. An increase in dividend payout is also
important for them [55]. However, the payment of dividends should not be the sole purpose of using
free funds, as this can cause problems between managers and shareholders in the company. Both parties
view the company’s objectives in a different way [56,57]. According to Nekhili et al. [58], it is also
essential to analyze the interrelationship between profit and free cash. Nobanee and Abraham [59]
and Bonazzi, Camanzi, and Iotti [60] have also addressed this interconnectedness. According to
Nozari [61], free funds are also affected by the amount of leverage. Georgios and Chris [62] see
several advantages in the FCFE methodology. According to them, the FCFE method views the
company as a living organism regardless of the amount of property. The FCFE method analyzes
future expected returns, not the past ones. Significantly, the FCFE method takes into account not
only taxation, but also the market situation, which has a major impact on the valuation result. The most
appropriate use of the FCFE method is to define the values of firms in the banking or financial
sector [63]. Georgios and Chris [62], on the other hand, mention that the use of the FCFE method
for the evaluation of private companies has no informative value, as this method does not provide
correct data compared to other more appropriate methods. The FCFE method is more appropriate for
evaluating public companies. Li, Minor, Wang, and Yu [64] also add that the value of a company is also
influenced by its corporate social responsibility (CSR). CSR can represent a surprisingly positive income
for companies. According to the findings, CSR has several major consequences for a particular company.
CSR contributes positively to a short-term increase in self-performance. Annual CSR rankings can
provide a correction for the market value of the company’s intangible assets. Usman [65] confirmed
the link between CSR and the sustainability of the company based on a logical regression of the
quarterly data provided voluntarily by Indian companies. Compared to other random indicators of
companies that show mixed results, the link between CSR and the company’s sustainability is clear. Li,
Morris, and Young [66] analyzed 3400 publications that provided information on companies in the
time period 1994–2008. Based on this analysis, they found that the frequency with which a particular
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company appears in these media leads to its visibility, which has a positive effect on its CSR. Due to
their size, larger companies are also more likely to be visible and, thus, better able to achieve higher
CSR ratings. According to Hur, Moon, and Kim [67], the company’s CSR also has a significant impact
on its potential customers. A positive relationship between CSR and C-C (Customer–Company)
identification was also demonstrated. Potential customers of companies learn about their positive CSR
through all multimedia communication channels [68]. Beck, Frost, and Jones [69] also found a link
between a company’s CSR and its financial performance based on a sample of companies from several
countries on different continents. This suggests that CSR is of global importance to companies in terms
of their financial performance.

As already mentioned, many methods can be used to provide an analysis of a company’s value.
It is necessary to first assess each company in order to choose the most appropriate method. We analyze
the company, for example, in terms of the sector in which it is located, or according to the stability,
which affects possible mergers with other companies. Not only the result of the FCFE is important,
but also, above all, the interconnection of the FCFE with other important indicators for the company.
It can be, for example, the amount of financial leverage or profit. Finding out the result of the FCFE is
not enough; it is necessary to analyze in detail why, according to the indicator, the funds are of such
an amount, and what exactly this may mean for shareholders. However, the value of an enterprise also
evolves over time. Vochozka, Stehel, and Rowland, for example, dealt with this problem, mainly with
the monitoring of the development of a company’s value over time [70].

3. Materials and Methods

The actual performance of the analysis using the FCFE model consists in valuing the company
through the analysis of cash flow statements. The necessary economic data for the input for the FCFE
analysis are the cash flow statements for a certain period of time (usually a year), which can be found
in the company’s annual reports containing their financial statements. The business entity Seznam.cz,
a.s. was chosen as a subject of an FCFE analysis case study. The source of data will, therefore, be the
company’s financial statements from the period from 2016 to 2019. The characteristics of the input data
are given in Table 1.

Table 1. Input values obtained from the company’s financial statements.

Quantities 2016 2017 2018 2019

Net profit (mil. CZK) 1,106,790 1,337,709 1,313,642 1,182,362
Amortization (mil. CZK) 242,981 270,582 266,360 300,076

Investment costs (mil. CZK) −453,837 −174,628 −326,592 −310,031
Change of working capital (mil. CZK) −37,858 −98,782 −483 32,272

Debt repayments (mil. CZK) −142,510 −147,334 −147,333 0
New loans (mil. CZK) 294,667 147,333 0 0

Number of stocks issues (pieces) 3720 2604 2604 2604
Overall assets (mil. CZK) 2,067,068 2,410,742 2,065,060 1,976,843
Own resources (mil. CZK) 836,414 1,592,452 1,322,741 1,190,452

The basic indicators that can be found in the income statement are net profit (placement ***) and
amortization (placement E. 1. 1.). The indicators that can be found in the balance sheet are new loans
(placements C. I. 2. and C. II. 2.), assets (placements A. + B. + C. + D.), and the company’s own
funds (A.). The cash flow statement includes capital expenditures (location B. 1.), change in working
capital (location A. 2.), and debt repayments (location C. 1.). The last important indicator is the number
of shares issued, about which the information can be found in the general information in the financial
statements under Chapter 7—Equity.

First, it is necessary to calculate the FCFE value for each year. The calculation is based on net profit,
which is subsequently adjusted for amortization, capital expenditures, changes in working capital,
debt repayments, and newly issued debts. Amortization and newly issued debts are added to net profit.
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Other indicators are subtracted. After performing this calculation, the value of the amount of free funds
for owners for individual years is obtained. In order to determine the intrinsic value of the company,
it is necessary to calculate the share of FCFE and the number of shares issued. This step determines the
intrinsic value of the business. This intrinsic value, which is represented by the FCFE per share, can be
compared to the market price of the share. By evaluating this result, the analyst can determine whether
the company’s shares are undervalued or overvalued. The functioning and activities of analysts are of
great importance in this area.

Comparison with other indicators that may affect the resulting FCFE is also important for assessing
the results—for example, the assessment of a company in terms of the amount of financial leverage,
which consists of the share of total assets and the company’s own resources.

Determining the FCFE value alone is not sufficient; it is also necessary to determine the discounted
and future FCFE values. To determine both values, it is necessary to know the discount rate of alternative
costs of equity, which can be determined using the Capital Asset Pricing Model (CAPM) method.
The CAPM calculation requires such quantities as the nominal risk-free rate (rf), which will be added to
the multiple of the beta (β), and the risk premium (rm − rf). For the nominal risk-free rate (rf), the values
of ten-year government bonds for individual years as of the last day of the given year were used.
The beta value input was obtained from the Damodaran website, where the data are stored in the betas
by sector archive. Due to the company’s activity field, the Computer Services sector was selected,
and the value according to the beta column was selected. The value of the risk premium, which is
7.12% (09.05.2020), was also obtained from this page.

This calculation yields a CAPM value called “re”, which serves as an input to determine the
current and future FCFE values. It is also necessary to determine the growth constant for the future
value. For the purposes of this work, GDP growth in the Czech Republic was chosen.

4. Results

Based on the previously established methodology, the following results were found (Table 2).
First, the FCFE value was quantified.

Table 2. The final Free Cash Flow to Equity (FCFE) value.

Required Quantities 2016 2017 2018 2019

Net profit 1,106,790 1,337,709 1,313,642 1,182,362
Amortization 242,981 270,582 266,360 300,076

Capital expenditures −453,837 −174,628 −326,592 −310,031
Change of working capital −37,858 −98,782 −483 32,272

Debt repayments −142,510 −147,334 −147,333 0
New loans 294,667 147,333 0 0

FCFE (in CZK) 1,010,233 1,334,880 1,105,594 1,204,679

When comparing these three calculations, it is obvious at first glance that the volume of free
funds for owners increased rapidly (by 32.14%), and then there was a significant decrease (by 20.74%).
In order to determine the value of the company, it is necessary to determine the intrinsic value of
the share. The intrinsic value is determined by the ratio of the FCFE and the number of shares issued
during the period (Table 3).

Table 3. The final intrinsic value.

Required Quantities 2016 2017 2018 2019

FCFE 1,010,233 1,334,880 1,105,594 1,204,679
Number of shares issued 3720 2604 2604 2604

FCFE for one share (in CZK) 271.57 512.63 424.58 462.63
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The same development can be seen when comparing the internal value of the action per issued
piece according to the FCFE analysis.

An important indicator is also financial leverage, which is calculated as the ratio of total assets
and the company’s own resources (Table 4).

Table 4. The final financial leverage value.

Required Quantities 2016 2017 2018 2019

Total assets 2,067,068 2,410,742 2,065,060 1,976,843
Own resources 836,414 1,592,452 1,322,741 1,190,452

Financial leverage 2.47 1.51 1.56 1.66

The resulting value of financial leverage shows that the value decreased rapidly between 2016
and 2017. In 2018, it was approximately at the same level as in 2017.

Given the fact that the FCFE analysis is based on discounted cash flow, it is necessary to determine
the net present value. To determine it, it is necessary to know the discount rate of alternative costs
of equity, which can be determined using the Capital Asset Pricing Model (CAPM) method (Table 5).

Table 5. The final Capital Asset Pricing Model (CAPM) values for the respective years.

Required Quantities Value re for the Respective Years
2016 2017 2018 2019

Nominal risk-free rate rf 0.53 1.5 2.1 1.51
Coefficient β 1.2 1.2 1.2 1.2

Risk premium (rm − rf) 7.12 7.12 7.12 7.12
CAPM re value (in %) 9.074 10.044 10.644 10.054

The next step is to calculate the net present value (Table 6). The input for this calculation is again
the value of the FCFE, as well as the discount rate from the CAPM.

Table 6. The final net present value.

Required Quantities 2016 2017 2018 2019

FCFE 1,010,233 1,334,880 1,105,594 1,204,679
CAPM re value 0.09074 0.10044 0.10644 0.10054

Net present value (in CZK) 4,030,145.09

It is also important to determine the future value of the FCFE for 2020 (Table 7). The growth
constant represents GDP growth in 2020.

Table 7. The final future FCFE value.

Required Quantities

FCFE 2019 1,204,679
CAPM 2019 re value 0.10054
Growth constant g 0.024

Future FCFE 2020 value (in CZK) 15,739,208.26

5. Discussion

Based on the results for financial leverage, it can be stated that this value stabilized between 2017
and 2018. This means that the company achieved a stabilized financing structure. Given the fact that
the explanatory power of the Free Cash Flow to Equity model is more accurate if the company has a
stable funding structure, this indicates that this model was used appropriately. According to Morri and
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Artegiana [71], the capital structure may be affected in specific countries by government regulations
that do not allow companies to achieve high leverage due to the optimization of the capital structure.

The high sensitivity of the results is mainly due to the level of the discount rate, which depends
on the stability of the country’s economy. Another factor is represented by the large fluctuations in the
amount of financial leverage, which can skew the final value of the FCFE for individual years and may
lead to a lower informative value of the results based on this analysis. Newly obtained loans also have
a large effect on the resulting value of the FCFE, which can skew the results.

With expertise, this problem can be solved—for example, through innovated network graphs [72],
where it is necessary to take into account the prediction of future profits of the company. The market
valuation of the company also represents an issue in relation to market development and the possible
consideration of its fundamentals. These factors point out, for example, the risks associated with the
discrepancy between the valuation of financial methods and the value of the fundamentals [73].

At the same time, intangible assets must also be taken into consideration, both for fundamentally
based companies addressing issues such as emissions and current and future regulations [74] as
well as for companies operating in a specifically European environment [75]. The valuation of
technological companies or companies dependent on Internet business is one of the biggest challenges
of current research. As pointed out by Tarifa-Fernández, Sánchez-Pérez, and Cruz-Rambaud [76],
the high flexibility associated with these technologies requires the use of appropriate tools that can
properly assess both the potential return on investment and the level of risk.

Using the FCFE analysis, values for the years 2016 to 2019 were obtained. It is clear that the
resulting values of free funds for owners have a fluctuating trend. This is mainly due to the value
of new loans, which reached zero in the last mentioned year. The second significant influencing
factor is represented by the values of capital expenditures, which differed significantly between years.
These two items then cause the given volatility. The average value for owners is 1,163,847 CZK.
This value can also be called net trading assets for shareholders. Shareholders can then decide whether
these funds will be retained in the company and used for further business or whether these funds will
be paid out through dividends or certain profit shares. If the company does not try to pay dividends,
it is to maintain their stability. Another reason for retaining financial means may be due to planned
capital expenditures in the future. This phenomenon can also be observed in the results above. In 2017,
it is possible to observe an increase in FCFE by 32.14%, and then the FCFE decreased significantly
by 20.74%. With the same comparison of the volume of capital expenditures, it is clear that there was
a huge increase of 87.02%. It is, therefore, clear that the company kept a larger amount of funds in
2017 due to its larger planned investments in 2018. Therefore, the financial means played the role of a
certain financial reserve, which may be of particular interest to managers in the company who are in
charge of investment activities or trying to hold reserves for unfavorable periods.

The resulting FCFE value can also be used to determine the intrinsic value of the FCFE for the
number of shares issued from the shareholder’s perspective. This value represents how much free
cash is available per share. This quantity also serves as a basis for calculating the actual value of
the share, which can then be compared with the market price of the share and makes it possible to
determine whether the share is undervalued or overvalued. This finding provides an opportunity for
further research.

An important element of the calculations was the determination of the CAPM value, which served
as an input for determining the net present value and the continuing value of the FCFE. The result
of 4,030,145.09 CKZ represents the true intrinsic value that the company has with respect to the
time factor, as all three mentioned years were considered. The discount rate given by the result of
the CAPM method was also used in this calculation. This discount rate was also used to calculate the
continuing value of the FCFE. The result of the continuing value determined by the yield method
(discounted FCFE for the last four years) is 15,739,208.26 CZK. This value is determined as perpetuity,
the result of which is the price of the company, which indicates whether the company will continue
to operate, meaning that it does not show signs of bankruptcy.
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6. Conclusions

The main aim of this paper was to determine the intrinsic value of the company Seznam, a.s.
using the FCFE method. The FCFE method was used adequately. This paper presented a valuation
method designed for sales purposes.

This goal was fulfilled. First, it was necessary to use this method to determine free cash for
shareholders for each year of the time period 2016–2019. Subsequently, it was necessary to determine the
discount factor using the CAPM model. After that, the resulting intrinsic value of the company could be
calculated with the final value of 4,030,145.09 CZK. The total value of the organization lies in the sum of
the intrinsic value in the first phase of the calculation and the ongoing value. Another advantage is the
availability of source data, which are needed for this analysis. Determining the value of the company
is also important from the point of view of managers because, on the basis of these results, they can
adjust or even significantly change their decisions, leading to an increase in the value of the company.
For this purpose, other methodological approaches analyzed by Kasych and Vochozka [77] are
also available. Moreover, further recommendations concerning other business characteristics are made
that may further refine the result of the methodological approach used.

The discounted cash flow measurement method itself—which calculates the net present value—and
the continuing value of FCFE undoubtedly have certain limitations, inter alia due to the use of a single
discount rate. This is caused by the fact that the continuing FCFE value is calculated using an infinite
annuity [1]. Even when using more than one factor with more than one discount rate, it is generally
not possible to include the effects of changing debt ratios, increasing project capitalization, trends in
return on equity towards a risk-free rate, or offsetting technical risks. A change in the capital structure
is not expected for the selected company. Although the current structure of the company is considered
to be rather conservative (i.e., it reduces the potential profit of the company), it is nevertheless one
that allows the risk of the financial structure to be kept to a minimum. The capital structure of the
company affects the value of the whole company. This is the right balance between equity and debt so
that the positive effect of leverage is maintained. In public limited companies, the capital structure
of a company is thus reflected in the value of the shares held by individual shareholders. Therefore,
the shareholders who make decisions about the composition of the company’s capital should focus on
its correct composition [78]. A positive leverage effect can increase a company’s value in the process
of valuation [79]. Cheng, Liu, and Chien [80] have, therefore, developed a model to determine the
maximum possible level of external financing of a company that no longer increases its value.

On the other hand, Kopecky et al. [81] developed a model of an alternative equilibration process,
where there is a partial balance of debt with recapitalization costs and where the optimal capital structure
of the company is clearly not set, even in the absence of any interaction between debt and other aspects
of corporate decision-making. According to these conclusions, therefore, this does not necessarily
mean that the value of the shares of a company with low leverage will be low. Companies using foreign
capital will thus have to think about whether it is not necessary to restructure the company’s capital
structure or at least refinance the loans used. However, from the point of view of a company with a
stable ownership structure and stable financing, the model used is clearly suitable, as evidenced by
demonstrable results. The benefits lie in the time factor, the applicability of this model to any company,
and a great data transparency.

The development of the economy (GDP growth) is a prerequisite for the analysis of the continuing
values of the FCFE, but for future calculations, it is also possible to consider the development of inflation.
For further investigation, a comparison of the intrinsic value of a stock with the market price of a stock
may be interesting. This will determine if the stock is overvalued or undervalued. Another interesting
issue worth further examining may be a comparison of the resulting value of FCFE, which expresses
the intrinsic value of the company from the perspective of the shareholder, with the value of Free Cash
Flow to the Firm (FCFF), which expresses the intrinsic value from the perspective of the entire company.
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