Part 1:
Class,
By now, you are aware the book provides the solutions to the exercises assigned.  Thus, half of the battle in "having some kind of idea" on how to "solve the exercises" has been accomplished. 
Finance is about interpreting/analyzing given numbers or calculations on current financial status or performance. Hence, numbers alone will not tell the story and intended future strategy.  
In recreating the solutions, you are expected to demonstrate an understanding of both concept and problem solving. This can be achieved as follows:
Excel: Use formulas to connect the calculations of given numbers. Formulas help trace the numbers (cells) used to calculate the answers. You can also provide the plain numbers in each cell if you prefer. Just be sure your work is properly labeled and organized.
Word: Provide the numeric solution of the problem. Be sure to present your work organized and properly labeled. Use "Tables" or "Columns" to provide information that it is easy to read and follow. 
After either option above is selected, answer the exercise questions or provide an assessment by explaining what the numbers mean. Analyze how concepts were applied to problem solving by writing a 200-250 words response /assessment to demonstrate your understanding of such. Cite as needed.
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SECTION 1

3/ The table below appears on page 2 of the annual report of the Norne group.
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Key financials (unaudited, in millions of $, excluding earnings per share and dividends):

Sales

Net income:
Recurring net income
Items impacting
comparability

Total

Diluted eamings per share:
Recurring net income
Ttems impacting
comparability

Total

Dividend per share
Total assets

Cash from operating
activities (excluding
change in working
capital)

Capital expenditure
Share price at 31 Dec
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State your views.
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More questions are waiting for you at www.vermimmen.com.

SECTIO

Exercises 1/Identify the sector to which each of the following types of company belongs: electricity
producer, supermarket, temporary employment agency, specialised retailer, construction
and public infrastructure.

Sales 100 100 100 100 100
Production 100 100 104 9 0
Trading profit 23.0 28 0 0 )
Raw materials used 0 0} 236 0
Other external charges 78 7.0 6.9 141
Personnel cost 93 17 215 2.1 8.2
EBITDA 68 67 281 37 46
Depreciation and 26 09 144 12 07
‘amortisation

Operating income 42 58 71 29 31

2/Identify the sector to which each of the following types of company belongs: cement,
lxury products, travel agency, stationery, telecom equipment.

Sales 100 100 100 100 100
Cost of sales 359 8.0 7.7 443 52.2
Marketing and selling 37.0 a4 1.0 231 218 o

O Type here to search
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Tax 800 700 600
Net income 800 700 600

3/In January of year 0, the Swiss group Schmidheiny published the following projected

figures:
Production 702 106 132 161
Raw materials used 294 354 43 538
Personnel cost 22 294 367 411
Taves 05 07 07 08
Other external services 1B7 198 %6 305
Outsourcing 25 89  m2 13
Depreciation and amortisation 14 27 36 5

(a) Calculate the breakeven point for each year, The cost structure is as follows:

o variable costs: raw materials used, outsourcing, 50% of other external services;
o fixed costs: ll other costs.

(b) Schmidheiny is planning a capital expenditure programme which should increase
its production capacity threefold. This programme, which is spread over years 0 to
1, includes the construction of four factories and the launch of new products. The
income statements for years 1, 2 and 3 factor in these investments. State your views.
(c) The company will need to raise around €30m to finance this capital expenditure
programme. Financial expense before this capital expenditure programme amounts
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to €1.6m, and Schmidheiny fs planning to finance its new requirements using debt
exclusively (average interest rate: 10% before tax). What is your view of the debt
policy the company intends to pursue?

1 NOLD3S

Questions Answers

1/Low profit levels mean that any improvement in the economic situation wil very quickly
lead to higher profits (company close to breakeven point).

2/A company with very cyciical activty: financing with equity.

3/Shareholders' equity as it has a high fixed-costs structure.

4/Tuming a maximum of costs nto variable costs, and bringing down fived costs.

5/The same conces as Question 4, and get rid of your debs!

6/1t depends on whether the staff are permanent or temporary and on the breakdown of sala-
ries between fixed salary and commissions/bonuses and on whether local rules allow you to
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