APPENDIX A

Altman’s Z” Score Formula, Weight Factor and Classification

FORMULA: Z” =6.56X, + 3.26X; + 6.72X3 + 1.05X,

VARIABLE RATIO’S FORMULA WEIGHT
FACTOR
X1 Working capital 6.56
Total Assets
X2 Retained Earnings 3.26
Total Assets
X3 Earnings Before Interest and 6.72
Taxes
Total Assets
Xa Market value of equity 1.05
Book value of total debt-

Classification :

Z' <1.23 . Financially Unhealthy
1.23< 2" <290

. Grey area (Zone of ignorance)
Z' >2.90 . Financially healthy

Source; Edward |. Altman (July 2000), Predicting Financial Distress of Companies:
Revisiting the Z-score and Zeta® Models
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APPENDIX B
Description of Variables for Altman’s Z” Score

X1= Working Capital/Total Assets

“Thi; measures liquid assets in relation to the firm's size. The ratio of Working
Capital to Total Assets is the Z-Score component that is considered to be a
reasonable predictor of deepening trouble for a company. A company which
experiences repeated operating losses generally will suffer a reduction in
working capital relative to its total assets. Altman, interestingly, mentions that

thg most widely used current and acid ratios were not as good predictors as
this measure.”

X;=Retained Earnings/Total Assets

“The ratio of Retained Earnings to Total Assets is a Z-Score component
that provides information on the extent to which a company has been able to
reinvest its earnings in itself. An older company will have had more time to
accumulate earnings so this measurement tends to create a positive bias
towards older companies. Many studies have shown failure rates to be closely
related to the age of the business.”

X;=Earnings Before Interest + Taxes (EBIT) /Total Assets

“This is a measure of operating efficiency separated from any leverage
effects. It recognises operating earnings as a key to long-run viability. This
ratio adjusts a company's earnings for varying income tax factors and makes
adjustments for leveraging due to borrowings. These adjustments allow more
effective measurements of the company's utilisation of its assets.”

Xs=Market Value of Equity/Total Book value of total debt

"“This ratio gives an indication of how much a company's assets can
decline in value before debts may exceed assets. This ratio adds a market
dimension. Academic studies of stock markets suggest that security price
changes may foreshadow upcoming problems. Equity consists of the market
value of all outstanding common and preferred.”

Source: Edward I. Altman (July 2000), Predicting Financial Distress of Companies:
Revisiting the Z-score and Zeta® Models



APPENDIX C

List of Construction Companies in the Sample

Item  Name of Company (KLSE MAIN BOARD) Short Form
1 ABRAR CORPORATION BHD Abrar
2  ACTA CORP HOLDINGS BHD Acta
3 BINA PURI HOLDINGS BHD BPuri
4 BREM HOLDINGS BHD Brem
5 EKOVEST BHD Ekovest
6 GAMUDA Gamuda
7 GENERAL CORPORATION BHD GCorp
8 HO HUP CONSTRUCTION COMPANY BHD HoHup
9 IJM CORPORATION BHD IJM
10  INTRIA BHD Intria
11 MANCON BHD Mancon
12 MITRAJAYA HOLDINGS BHD Mitra
13 MTD CAPITAL BHD MTD
14  MUHIBBAH ENGINEERING (M) BHD Muhibah
15 NAM FATT BHD NamFatt
16 PILECON ENGINEERING BHD Pilecon
17  PROJECT PENYELENGGARAAN LEBUHRAYA BHD  Propel
18  PROMET BHD Promet
19 RENONG BHD Renong
20 ROAD BUILDER (M) HOLDINGS BHD RoadBId
21 SUNWAY HOLDINGS INCORPORATED BHD Suninc
22  UNITED ENGINEERS (M) BHD UEM
23  WCT ENGINEERING BHD WCT
24 YTL CORPORATION BHD YTL

“Item Name of Company (KLSE SECOND BOARD) Short Form

71 BESCORP INDUSTRIES BHD Bescorp
2 BRIDGECON HOLDINGS BHD Bridgecon
3 CHASE PERDANA BHD CPerdana
4 SCK GROUP BHD SCK
5 SETEGAP BHD Setegap
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APPENDIX M

Average Current Ratio for Pre-C

Crisis and Post-Crisis
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