GROUP 1





Following the below exercises formulate and plan the project given the following guidelines, income statement and balance sheet:



Market conditions are improving.

Organization is in a growth stage.

Cost of capital (minimum required rate of return) is 14%.

Dividend rate on preferred stock is 12%.

Interest rate on debt is 14.5%.

Tax rate is 38%.

Bond issue: $1,000 face value, 15-year bond, 8% at 100, semi-annual interest payments

Legal and administrative costs associated with issuing equity are $10,000.





The Proposed Project:



Expansion of digital switching and transmission capacity by 65,000 lines to provide sufficient capacity to cover demand up to 2001 and to replace all electomechanical equipment and fully digitize the network



The following are the terms of the project:  



Start date:  July 7, 1997

Completion date:  December 11, 1998  (75 weeks)

Authorized budget:  $9,000,000

Estimated life is 15 years.

Annual cash inflows are $1,950,000 

Present value of cash flows is $11,976,900.

Internal rate of return is 20.3%

Project is independent.





Exercise:



Ratio Analysis and Sources of Financing:



When investing in a project, the whole financing structure of the organization must be not  be forgotten.  The financing plan for the project is really part of the general financing strategy of the enterprise.  The financial structure of the enterprise is based on anticipated returns, growth, risk, and priorities stipulated by the government.



Given the income statement and balance sheet for your “organization”, use ratio analysis to determine and analyze relevant ratios before making financing decisions.



The participants need to determine how much internal and external financing is needed and which sources should be used.  (Don’t forget external financing includes long-term debt and equity as well as the mixed forms discussed.)  If using any internal funds, participants must discuss from where the funds are originating.  





Capital Budgeting:



Given the relevant information above, participants must assess the appropriateness of the proposed capital expenditure by using the discussed techniques (e.g. NPV, IRR).  Briefly discuss potential economic and financial risks.



In developing the plan and schedule for the following exercises, use the following guidelines:



Plan the project to balance cost and time.

Plan and schedule on the basis of past experience on similar projects.  Recognize that you will need to replan and reschedule on a continual basis because of unforeseen conditions.

Understand the importance of planning.  The planning diagram, a graphical portrayal of the plans for carrying out the work, is proven as an effective planning device.

Develop a workable plan of the project work items that make up the project.  This plan includes a Work Breakdown Schedule (WBS) with clear project activity descriptions, activity interrelationships , and the costs to be assigned for each activity.

Schedule the activities within the agreed-upon time span.

Treat mistakes and miscalculations as unforeseen conditions taking place and treat them from a project control standpoint.  When presenting, present these mistakes an how they were corrected.



(  The dominant guideline:  One should first plan and then work the plan.



Project Planning:



Determine the milestones, important activities and determine the best sequence.  Participants should construct a Work Breakdown Schedule and a Project Planning Diagram to aid in the following exercises.  In addition, within the given project duration and total budget, the timing and cost of each activity should be estimated.



Project Scheduling: 



Using the project planning diagram and timing estimates, calculate the earliest start and finish times as well as the latest finish and start times.  Identify critical path items and total float.  Determine if project duration can be met, if not adjust time estimates to a satisfactory level.  Construct a bar chart time schedule.



Project Costs:  



From the estimated cost allocation over the activities, construct a bar chart cost schedule and prepare a cost schedule.



�



GROUP 2





Following the below exercises formulate and plan the project given the following guidelines, Income Statement and Balance Sheet:



Market conditions are improving.

Mature organization

Cost of capital (minimum required rate of return) is 14%.

Dividend rate on preferred stock is 10%.

Interest rate on debt is 15%.

Tax rate is 36%.

Bond issue: $1,000 face value , 10-year bond, 6% at 100, annual interest payments

Legal and administrative costs associated with issuing equity are $10,000



The Proposed Project:



Expansion of digital switching and transmission capacity by 65,000 lines to provide sufficient capacity to cover demand up to 2001 and to replace all electomechanical equipment and fully digitize the network



The following are the terms of the project:

  

Start date:  July 7, 1997

Completion date:  December 11, 1998  (75 weeks)

Authorized budget:  $9,000,000

Estimated life is 15 years.

Annual cash inflows are $1,950,000 

Present value of cash flows is $11,976,900.

Internal rate of return is 20.3%

Project is independent.





Exercise:



Ratio Analysis and Sources of Financing:



When investing in a project, the whole financing structure of the organization must be not  be forgotten.  The financing plan for the project is really part of the general financing strategy of the enterprise.  The financial structure of the enterprise is based on anticipated returns, growth, risk, and priorities stipulated by the government.



Given the income statement and balance sheet for your “organization”, use ratio analysis to determine and analyze relevant ratios before making financing decisions.



The participants need to determine how much internal and external financing is needed and which sources should be used.  (Don’t forget external financing includes long-term debt and equity as well as the mixed forms discussed.)  If using any internal funds, participants must discuss from where the funds are originating.  





Capital Budgeting:



Given the relevant information above, participants must assess the appropriateness of the proposed capital expenditure by using the discussed techniques (e.g. NPV, IRR).  Briefly discuss potential economic and financial risks.



In developing the plan and schedule for the following exercises, use the following guidelines:



Plan the project to balance cost and time.

Plan and schedule on the basis of past experience on similar projects.  Recognize that you will need to replan and reschedule on a continual basis because of unforeseen conditions.

Understand the importance of planning.  The planning diagram, a graphical portrayal of the plans for carrying out the work, is proven as an effective planning device.

Develop a workable plan of the project work items that make up the project.  This plan includes a Work Breakdown Schedule (WBS) with clear project activity descriptions, activity interrelationships , and the costs to be assigned for each activity.

Schedule the activities within the agreed-upon time span.

Treat mistakes and miscalculations as unforeseen conditions taking place and treat them from a project control standpoint.  When presenting, present these mistakes an how they were corrected.



(  The dominant guideline:  One should first plan and then work the plan.



Project Planning:



Determine the milestones, important activities and determine the best sequence.  Participants should construct a Work Breakdown Schedule and a Project Planning Diagram to aid in the following exercises.  In addition, within the given project duration and total budget, the timing and cost of each activity should be estimated.



Project Scheduling: 



Using the project planning diagram and timing estimates, calculate the earliest start and finish times as well as the latest finish and start times.  Identify critical path items and total float.  Determine if project duration can be met, if not adjust time estimates to a satisfactory level.  Construct a bar chart time schedule.



Project Costs:  



From the estimated cost allocation over the activities, construct a bar chart cost schedule and prepare a cost schedule.





 



GROUP 3





Following the below exercises formulate and plan the project given the following guidelines, Income Statement and Balance Sheet:



Market conditions are riskier.

Mature organization

Cost of capital (minimum required rate of return) is 16%;

Dividend rate on preferred stock is 10%.

Interest rate on debt is 16%.

Tax rate is 52%.

Bond issue: $1,000 face value , 20-year bond at 94, 14% , semi-annual interest payments

Legal and administrative costs associated with issuing equity are $10,000.





The Proposed Project:



Expansion of digital switching and transmission capacity by 65,000 lines to provide sufficient capacity to cover demand up to 2001 and to replace all electomechanical equipment and fully digitize the network



The following are the terms of the project:  



Start date:  July 7, 1997

Completion date:  December 11, 1998  (75 weeks)

Authorized budget:  $9,000,000

Estimated life is 15 years.

Annual cash inflows are $1,950,000 

Present value of cash flows is $9,424,350.

Internal rate of return is 20.3%

Project is independent.





Exercise:



Ratio Analysis and Sources of Financing:



When investing in a project, the whole financing structure of the organization must be not  be forgotten.  The financing plan for the project is really part of the general financing strategy of the enterprise.  The financial structure of the enterprise is based on anticipated returns, growth, risk, and priorities stipulated by the government.



Given the income statement and balance sheet for your “organization”, use ratio analysis to determine and analyze relevant ratios before making financing decisions.



The participants need to determine how much internal and external financing is needed and which sources should be used.  (Don’t forget external financing includes long-term debt and equity as well as the mixed forms discussed.)  If using any internal funds, participants must discuss from where the funds are originating.  



Capital Budgeting:



Given the relevant information above, participants must assess the appropriateness of the proposed capital expenditure by using the discussed techniques (e.g. NPV, IRR).  Briefly discuss potential economic and financial risks.



In developing the plan and schedule for the following exercises, use the following guidelines:



Plan the project to balance cost and time.

Plan and schedule on the basis of past experience on similar projects.  Recognize that you will need to replan and reschedule on a continual basis because of unforeseen conditions.

Understand the importance of planning.  The planning diagram, a graphical portrayal of the plans for carrying out the work, is proven as an effective planning device.

Develop a workable plan of the project work items that make up the project.  This plan includes a Work Breakdown Schedule (WBS) with clear project activity descriptions, activity interrelationships , and the costs to be assigned for each activity.

Schedule the activities within the agreed-upon time span.

Treat mistakes and miscalculations as unforeseen conditions taking place and treat them from a project control standpoint.  When presenting, present these mistakes an how they were corrected.



(  The dominant guideline:  One should first plan and then work the plan.



Project Planning:



Determine the milestones, important activities and determine the best sequence.  Participants should construct a Work Breakdown Schedule and a Project Planning Diagram to aid in the following exercises.  In addition, within the given project duration and total budget, the timing and cost of each activity should be estimated.



Project Scheduling: 



Using the project planning diagram and timing estimates, calculate the earliest start and finish times as well as the latest finish and start times.  Identify critical path items and total float.  Determine if project duration can be met, if not adjust time estimates to a satisfactory level.  Construct a bar chart time schedule.



Project Costs:  



From the estimated cost allocation over the activities, construct a bar chart cost schedule and prepare a cost schedule.









GROUP 4





Following the below exercises formulate and plan the project given the following guidelines, Income Statement and Balance Sheet:



Market conditions are riskier.

Organization is in a growth stage.

Cost of capital (minimum required rate of return) is 16%.

Dividend rate on preferred stock is 10%.

Interest rate on debt is 16%.

Tax rate is 42%.

Bond issue:  $1,000 face value, 15-year bond at 96, 12%, annual interest payments

Legal and administrative costs associated with issuing equity are $10,000.





The Proposed Project:



Expansion of digital switching and transmission capacity by 65,000 lines to provide sufficient capacity to cover demand up to 2001 and to replace all electomechanical equipment and fully digitize the network



The following are the terms of the project:  



Start date:  July 7, 1997

Completion date:  December 11, 1998  (75 weeks)

Authorized budget:  $9,000,000

Estimated life is 15 years.

Annual cash inflows are $1,950,000 

Present value of cash flows is $9,424,350.

Internal rate of return is 20.3%

Project is independent.





Exercise:



Ratio Analysis and Sources of Financing:



When investing in a project, the whole financing structure of the organization must be not  be forgotten.  The financing plan for the project is really part of the general financing strategy of the enterprise.  The financial structure of the enterprise is based on anticipated returns, growth, risk, and priorities stipulated by the government.



Given the income statement and balance sheet for your “organization”, use ratio analysis to determine and analyze relevant ratios before making financing decisions.



The participants need to determine how much internal and external financing is needed and which sources should be used.  (Don’t forget external financing includes long-term debt and equity as well as the mixed forms discussed.)  If using any internal funds, participants must discuss from where the funds are originating.  



Capital Budgeting:



Given the relevant information above, participants must assess the appropriateness of the proposed capital expenditure by using the discussed techniques (e.g. NPV, IRR).  Briefly discuss potential economic and financial risks.



In developing the plan and schedule for the following exercises, use the following guidelines:



Plan the project to balance cost and time.

Plan and schedule on the basis of past experience on similar projects.  Recognize that you will need to replan and reschedule on a continual basis because of unforeseen conditions.

Understand the importance of planning.  The planning diagram, a graphical portrayal of the plans for carrying out the work, is proven as an effective planning device.

Develop a workable plan of the project work items that make up the project.  This plan includes a Work Breakdown Schedule (WBS) with clear project activity descriptions, activity interrelationships , and the costs to be assigned for each activity.

Schedule the activities within the agreed-upon time span.

Treat mistakes and miscalculations as unforeseen conditions taking place and treat them from a project control standpoint.  When presenting, present these mistakes an how they were corrected.



(  The dominant guideline:  One should first plan and then work the plan.



Project Planning:



Determine the milestones, important activities and determine the best sequence.  Participants should construct a Work Breakdown Schedule and a Project Planning Diagram to aid in the following exercises.  In addition, within the given project duration and total budget, the timing and cost of each activity should be estimated.



Project Scheduling: 



Using the project planning diagram and timing estimates, calculate the earliest start and finish times as well as the latest finish and start times.  Identify critical path items and total float.  Determine if project duration can be met, if not adjust time estimates to a satisfactory level.  Construct a bar chart time schedule.



Project Costs:  



From the estimated cost allocation over the activities, construct a bar chart cost schedule and prepare a cost schedule.

















GROUP 1

BALANCE SHEET

30 September 1996



�1996�1995��Employment of Capital����Fixed Assets�270,787�143,672��Investment�3,814�3,544��Current Assets����Inventory�23,761�17,165��Accounts receivable�62,207�49,736��Amount owing by 

holding company�

1,327�_��Amounts owing by 

fellow subsidiaries�

2,509�_��Bank and cash 

balances�

22,746�

65,587���112,550�132,488��Less:  Current Liabilities����Accounts payable�69,186�30,983��Taxation�6,724�23,585��Amount owing to 

holding company�_�

6,764��Amount owing to 

fellow subsidiary�_�

1,432��Bank overdraft�5,352�(���81,262�62,764������Net Current Assets�31,288�69,724���305,889�216,940��Capital Employed����Share capital�124,978�62,489��Distributable reserves�89,824�71,275��Share and Capital Reserves�

214,802�

133,764��Long-term Liabilities�54,877�62,489��Deferred Taxation�36,210�20,687���305,889�216,940��

�GROUP 1

INCOME STATEMENT

for the year ended 30 September 1996



�1996�1995��Turnover�270,000�219,468������Operating Profit�36,951�53,412��Interest received�6,427�9,461��Less:  Interest paid�(1,408)�(8,652)������Profit before taxation�41,970�54,221��Taxation�15,421�19,709������Profit after taxation�26,549�34,512��Dividend�8,000�(������Retained profit for the year�18,549�34,512����������

�

GROUP 2

BALANCE SHEET

As of 31 March 1996 



�1996�1995��Capital Employed����Share capital�3,899,223�3,899,223��Distributable reserves�2,467,333�1,561,149��Shareholder’s interest    �6,366,556�5,460,372��Net interest bearing debt�8,522,292�8,380,270��Provisions�919,596�796,437��Deferred Taxation�3,097�220,501���15,811,41�14,857,580������Employment of Capital����Tangible assets�15,346,310�14,784,72��Participating interests�117,467�108,922��Fixed asset 

investments�

51,095�

45,806��Fixed Assets�15,514,872�14,939,451������Investment�529,178�216,530������Net current liabilities�(232,509)�(298,401)������Inventory�670,568�611,880��Accounts receivable�2,293,788�2,055,085��Cash on hand�7,685�5,291��Current assets�2,972,041�2,672,256������Accounts payable�2,576,112�2,471,405��Taxation�169,641�140,397��Shareholder for 

dividend�

302,062�

22,258��Short-term portion

of provisions�

156,735�

133,597��Current liabilities�3,204,550�2,970,657��� 15,811,541�14,857,580��





�GROUP 2

INCOME STATEMENT

For the year ended 31 March 1996



�1996�1995��Revenue�12,578,209�10,567,288��Net operating expenses�9,574,874�7,940,849��Operating profit�3,003,335�2,626,439��Income from investments�21,521�32,175��Profit before net financing 

charges�

3,024,86�

2,658,614��Net financing charges�1,402,114�1,330,922��Profit before taxation�1,622,742�1,327,692��Taxation�414,496�482,973��Net profit attributable to ordinary shareholder�

1,208,246�

844,719��Ordinary dividend�302,062�225,258��Retained profit for the year�906,184�619,461��

�GROUP 3

BALANCE SHEET

30 June 1996





�1996�1995��Assets����Fixed assets����Buildings�55,328,860�52,867,840��Kiosks�3,237,772�2,996,701��Plant and Equipment�514,656,404�480,947,040���573,223,036�536,811,581��Less Accumulated Depreciation�

326,054,449�

302,155,541��Net fixed assets�247,168,587�234,656,040��Work in progress�61,579,372�51,899,981��Investment�24,934,952�16,935,018��Deferred charges�364,418,289�291,759,606���698,101,200�595,250,645��Current Assets����Stock - in stores�84,870,755�99,021,869��          - in transit�2,504,682�1,437,986���87,375,437�100,459,855������Accounts receivable�159,539,087�186,170,809��Less:����Provision for bad and doubtful debts�

7,084,306�

6,324,840���152,454,781�179,845,969��Cash����In hand�2,003,284�2,096,562��At Bank-letter of 

credit, fixed 

deposit�



128,545,152�



81,177,771���130,584,436�83,274,333��Total Current Asset�370,414,654�363,580,157��Total Asset�1,068,515,854�98,830,802�������

Liabilities and Capital����Share Capital Authorized�130,300,000�130,300,000��Capital Reserve�191,671,658�96,196,036���321,971,658�226,496,036������Total Long term Liabilities�442,107,682�417,771,466��Current liabilities����Accounts payable�41,826,718�31,380,354��Long-term loans-

current maturity�

90,422,694�

63,791,618��Provision for taxation�102,256,797�97,252,745��Capital charge 

payable�17,773,163�8,791,705��Residual surplus

payable�

52,157,142�

113,346,878��Total Current Liabilities�304,436,514�314,563,300��Total Liabilities and Capital�

1,068,515,854�

958,830,802��

�GROUP 3

PROFIT AND LOSS ACCOUNT

For the year ended 30 June 1996





�1996�1995��Revenue from operation�281,137,282�248,739,613������Operating expenses�62,883,980�60,344,158������Gross operating surplus�218,253,302�188,395,455��Other revenue�11,526,303�4,681,551���229,779,60�193,077,006��Administration & general expenses�

���Administrative salary &

other expenses�

29,360,026�

24,543,873��Financial charge & interest on loans�

40,676,608�

37,522,607��Amortization of deferred charges�

36,511,877�

22,160,742��Capital charge�8,981,458�8,980,314��Audit fees�43,000�43,000��Provision for doubtful debts�

759,466�

706,082���116,332,435�93,956,618��Net surplus before taxation�

113,447,170�

99,120,388��Provision for taxation�59,728,595�63,362,110��Net surplus after taxation�53,718,575�29,758,278������

�GROUP 4

BALANCE SHEET

31 March 1996



�1996�1995��Assets employed����Fixed Assets�550,069�561,103��Investments�3,138�14��Exchange losses recoverable�3,386�3,867��Current assets����Stocks and work

in progress�21,317�19,905��Accounts receivable�39,541�40,256��Exchange losses 

recoverable�1,689�1,283��Cash and bank 

balances�

83�

74���62,630�61,518��Current liabilities����Accounts payable�46,107�43,150��Current portion of

long-term loans�

48,430�

40,465��Bank Overdrafts�7,944�42,693���102,481�126,308��Net current liabilities�(39,851)�(64,790)���516,742�500,194��Financed by����Share capital�23,335�23,335��Reserves�210,106�202,398��Capital and reserves�233,441�225,733��Long-term loans�283,301�274,461���516,742�500,194���GROUP 4

INCOME STATEMENT

For the year ended 31 March 1996





�1996�1995��Turnover�200,646�18,060��Operating costs�155,113�132,623��Operating profit�45,533�52,437��Other income�164�66��Operating profit and other income�45,697�52,503��Finance costs�(37,290)�(33,995)��Profit before taxation�8,407�18,508��Taxation�(3,531)�(7,773)��Net profit for the year�4,876�10,735������
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