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account”
Db Cash  Cr Db Egp Cr Db Fumn  Cr
10,000 2000 2,000 5,000
1,000
3,000
4,000 2,000 5,000
Db Capital  Cr Db AP O
10,000 3,000 4,000

_ 10,000 1,000




Lt Ll |51 e el s 30 2SS0 200 2 1) Jaind o
G gl Bae 45 Hlaa 8 @
- 1

Computer Solutions fissasll Jgla
Balance Sheet as of January 31, xxxx

Assets Jyal
Cash i
Equipment i
Fumiture G
Total Assets gl £ g
Liahiltes gl
Accounts Payable Ay el
Total Liabilities Cleal 1Y) f gana
Equity Omehlasal) G g
Paid-in-Capital ¢ dadl Jd
Total Equity (sl luaal] &y gl £ gane

Total Liabilities & Equity $ - g gCliplhall £ pana
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Income Statement Rules:
Revenues 2 Credit
Expenses = Debit
S 430,000 Glrpal Sla
295,000 ikl 44K
135,000 LY s
109,000 5lY aall CadlSy
26,000 Clilanll (e J s34l
6,000 s A zLols dialaa
5,000 A il 5 ciy lag
2V,000 Jaall il pm J8 J 524l
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BLUE RIBBON MEATS, INC.

Statement of retained zLoY) 4

Earnings Blariiual) drasall

For the Year Ended P (el alall

December 31, 2004 Yool YY)
Retained Earnings S L)) L) da
Opening Balance 200,000 dzana Blatiug
Net Income This B ZLYI Gila
Year Y.,000 alll
13 de jge L)
Dividends this Year 8,000 alll
Retained Earnings alall Blisiee ~ Lo )
for this Year 12,000 LN
Total Cumulative LY s
retained earnings 212,000 4S5l dxasll
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Income statement
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6 0232100200 3, 33020300 e
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5,528,000 2,864,000

519,988 358,672 ., .5 i

(13,988) 209,328 CrRYE
116,960 18.900 ;‘ ,‘ugﬁy:
(130,948) 190,428 A ﬁeﬁ S

136,012 _ 43,828 170

(266,960) 146,600 | Jé L L )
(106.784) __ 58.640 )= I8kl

(40%)) _puza
(160,176) ~ 87,960 4043
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2002 2001
7,282 57,600 28
632,160 351,200 A334l) aadl)
1,287,360 715,200 G 9yl
1,026,802 1,124,000 A glaial J pa¥l & sana
1,202,950 491,000 ALY J ga)
263,160 146,200 A4S yial) ClSDauY)
939,790 344,800 AUl Jsa¥l dla

2,866,592 1,468,800 Jsa¥) & sane
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2002 2001
524,160 145,600 criusall / ALl cilual

636,808 200,000 e pa)
489,600 136.000 ClBliatie,
1,650,568 481,600 shaial cial N £ sa3
723,432 323,432 Ja¥l %ﬁg
2,374,000 805,032 Slal i) £ ga
460,000 460,000 Al ghiall pgasd
32,592 203,768 dranall ZL Y
492,592 663,768 JdsaY) £ gana

2,866,592 1 468,800 J+<¥'s “lal N g saxs




Other data

A bla) cila glaa
2002 2001
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a@-u‘i\
-$1.602 $0.88 A dilall

(-.@_...J\
$0.11 $0.22 agull de sl 7L Y
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—p | RawMateral
¥ | Work m Progress
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Cash
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Non Operating Non Operating
Cash Outflows Cash Inflows
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Divadends 4 4 NewLong Loan
Loan Repayments 4 < Sale of Investments / F. Assets

Capital Expenditure 4 4 Tvestment Grant
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Firm A Firm B
Stock. (Inventory) £15,000 £ 5,000 O il

A/R £ 4,000 £14,000 <llus
LJ.A..A.AA:\M
Cash. £ 1,000 £ 1,000 i)
£20,000 £20,000 4l Jgal
Current Liabilities. £10,000 £10,000 4 lxia Cilal il
Current Ratio 2 2 Ayl Ay
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Firm A Firm B
Current Assets - Stock £ 5,000 £15,000
O il (a4 5l J s
Current Liabilities  £10,000 £10,000
i jlall cilal Y
Quick Ratio 5 1.5
e
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PBIT _PBII SALES

TOTAL ASSET SALES © TOTALASSETS




alie Cuigy 93 oA - Jaa¥) Ao ailall

Firm A Firm B
Sales £10,000 £ 10,000 Gl

PBI.T. £600 £ 1,000 ) @&l Jé ~L )
il _pall

T.Assets £2,500 £ 6,600 Js=¥lg sans




Ratio No. | Firm A FimB
PBIT 600 1000
R =24% —=13%
TA 2500 6600
RatioNo.2 | FimA Fim B
PBIT 600 1000
. — =% | ——=10%
SALES 10000 10000
RatioNo. 3 FimA Fim B
SALES 10000 10000
=% | ——=13%
TA 2500 6600
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Job No. J 1437 PRICE TO 750,000

DESCRIPTION CUSTOMER

Surfacing 10

kilometers of route

14.6

COSTING '000 '000

ESTIMATE ACTUAL

Materlal

Stone 10 10

Asphalt 150 140

Binder 5 5

TOTAL 165 155

Labour

Grade 1 100 90

Grade 2 150 140

TOTAL 250 230

Equipment

Grader 50 60

Roller 70 50

Transport 50 50

TOTAL 170 160

TOTAL (A) (Summary) 585 545
0

Overheads 50% of 125 115

Labour

TOTAL COSTS (B) 710 660




Job No. J 1437 750,000 VEYY a8 ) daga
DESCRIPTION
Surfacing 10 kilometers of
Yo Can
route 14.6 = -
COSTING ‘000 —aall<sl)
ACTUAL

Materlal
Stone 10
Asphalt Binder 140 o
TOTAL 155 g s
Labour Jlae
Grade 1 90 i 2
Grade 2 140

4
TOTAL 230 g s
Equipment ) Az
Grader 60
Roller 50
Transport 50
TOTAL 160 g s
TOTAL (A) (Summary) 545 il & gana
Overheads 50% of Labour 115 dalal) ol
TOTAL COSTS (B 660 Aallaaly) dalKl)
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e Calculating break even in Number of units:

Contribution per unit = price per unit — variable cost
per unit

“Fixed Cost / Contribution per Unit”
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o 1 o 24 3
Project L
| | | | |
I I I | |
CF, -100 10 60 30 80
Cumulative -100 -90 -30 O 50
Payback; ==2 + 30/ 80 = 2.375 years
. 0 1 16 5 3
Project |
| | | |
S I I I I I
CF, -100 70 30 50 20
Cumulative -100 -30 0O 20 40

iaybackS = 1 + 390 /50 - y1.6years
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* Ks = Risk Free Rate + Company Beta x
Market Risk premium

o Ks = Krf + (Km — Krf) B

» Example: Assume that Krf = 8%; Km
=13%; B= 0.7

e Ks =8% + (13% - 8%) 0.7 = 11.5%




RISK AND SHAREHOLDER VALUE CREATION
Market Risk Return Requirements
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» Ks = Dividend / Price of stock + expected
growth

e Ks=Di1/Po+g=D1/Po+
(retention rate) (ROE)

» Example:

e Ks =$%1.24 / $23 + (0.6) (13.4%) = 5.4%
+ 8% =13.4%
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WACC = 0.45 (6%) + 0.55(13%) = 2.7% + o
7.15% = 9.85%
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PV=FV, /(1+i)n

PV=FV,/(1+1)3
= $100 / (1.10 )3
= $75.13
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Years If20 3 4 5 6 710 8 9
INFLOWS

NOPAT * 1000 1107 1200 130 140 150, 160| 170
Depreciation 00 200 20| 20{ 30 30 30 30
Disposal of Assef 20

Termunal Value -1 1200
Total Inflows 1200 1501 1400 1501 170 1801 1901 200{ 1200
OUTFLOWS

Fixed Assefs 00 100 I8¢ 18] 200 25) 25| 25

Net Current Assets 0 300 35| 35| 40| 45] 55 55
Upzrading Pension | 10

Termmation Fees 4

Outstanding Tax 6

Total Outflows 60| 400 50| 50| 60| 70| 80| 80

Net Cash Flow 60 1100 90| 100 110| 110 110{ 120 1200
DCF Factor 15% 101 .756| 638 | 572\ A9T7| 432 376| 327| .284
Preseut Value of |5, o0l so 0| 572 5467 4752 4136 394 308

Net Cash Flow (PV)
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In January:
Db Cr
652 Salaries expense 1,000
i) gyl Chlass
421 Accrued Salaries (liability) 1,000
In February:

421 Accrued Salaries 1,000
512 Cash 1,000




1st month:
Db Cr
418 Fees Receivable (Asset) 1,000
gadusall o g )l
711 Revenues Earned 1,000
lasall calal Y

L (V) isaaaSll 3 jeal 481S i 23 Ladie
411 Accounts Receivable 3,000

417 Fees Receivable 3,000
Zatoaal) 2 gl
85 T 53 g0aSl 3 ea) a4 g 25 13
512 ) 3,000
418 = gaall Cluall 3,000
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In January:
512 Cash w 600

471 Deferred rent Income(Liability)600
Aa gl alal Y1 Sl

In February:

471 Deferred rent Income 600
Ala sall culal ) s

711 Rent Income_lay) <ilal Y 600




