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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Exercises 1/The Belgian Vandeputte Group has the following operating structure: sales = 100, raw
materials used in the business = 30, direct production costs = 40, administrative costs =

20. Operating cycle: raw matertals inventories = 15 days, length of production cycle = one
month, inventories of finished products = 15 days. Payment terms: suppliers two months,

customers one month, other costs paid in cash.

Assuming zeo VAT, calculate working capital in days of sales. The production cycle lasts
one month, which means that in-progress inventories represent one month of raw materi-
als and 15 days of production costs.

2/The operating details for Spalton plc are as follows:
o permanent working capital equal to 25% of sales;
o sales rise from 100 million in year 1 to 120 million in year 2;
o EBITDA rises to 15% of sales in year 2.
Colculate operating cash fiow (before financial expense and tax) in year 2.
3/Calculation of working capital ratios.

Working capital for Moretti SpA over the last five years (at 31 December) was as follows:

61 7.4 9.1 13
4 10. 111

Tnventories of finished goods
Trade and notes receivable
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Exercises
A detailed Excel version of the solutions is available at www.vernimmen.com.
v

Raw materials 30% 15 days 4.5 days

+ Work in progress 30% x 30 days + 40% x 15 days 15 days

+ Inventories of finished products 90% 15 days 135 days

+ Trade receivables 100% 30 days 30 days

~ Trade payables 30% 60 days -18 days

Total 45 days

2/ Operating cash flow (before taxes and financial expense) = EBITDA —A WC = 15% x 120

— 25% x (120-100) = €13m.

* IR T

Working capital (WC) 10.4

WC in days of sales 116
(excl. VAT)

Outstanding 60

receivables in days

128 16.1 203 236
105 19 12 a2
62 66 n 7
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8/Short-term interest rates are currently very low and you are offered a three-month loan.
State your views.

9/The debt-to-equity ratio of National Grid (which owns the high-voltage electricity trans-
mission network in the UK and in New England) was around 1.9 in 2014, State your views.

More questions are waiting for you at www.vemimmen.com.

1/Below are the key figures for the company vankovic over the last ive years.

Fixed assets 100 1m0 120 130 140
Working capital 200 225 250 280 315
EBITDA 38 0 4 @ 52
Depreciation and amortisation 10 10 1 12 13
Financial expense % 15 7 19 2
Income tax expense 7 5 8 8 85
Dividends 5 5 5 6 6

Draw up the cash flow statement for years two to five.
State your views.

2/Analyse and compare the summary cash flow statements of Vodafone, Carrefour and
Peugeot for 2012 and 2013.

Cash flow from 4824 13727 3213 2072 -391 983
operating activities

Exercises
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Exercises
A detailed Excel version of the solutions is available at www.vemimmen.com.

1/Cash flow statement

Cash flow 1.5 19 21 215
Change in working capital 25 2 30 35
Cash flow from operating activities 75 6 9 135
Capital expenditures 20 21 2 2
Dividends paid 5 5 5 6
Decrease in net debt -325 -32 -3 -a25

The company Ivankovic is in a high-growth and high capital expenditure phase. Ivankovic
is unable to control working capital, hence a large cash deficit. This deficit is covered by
deb, leading to a sharp rise in financial expense. The financal situation of Tvankovic is
worsening and, if there is a slump in the economy, Ivankovic might fuce bankuptcy.

2/ Vodafone is a mature company. Its cash flows from operating activities cover its capital
‘expenditure and dividends and share buy-backs; the group can even reduce its et debt.
Camefour is a mature company which is in the middle of a tum-around. Its cash flows from
‘operating activties cover increasing capex; as dividends paid are small, it can nevertheless
reduce its debt load.

Peugeot is a struggling company. Cash flows from operating activities do not cover capesx,
even if capex is below depreciation. It must find external sources of funds: either fresh
equity or new debs.

3/Ringkvist AB is in a virtuous circle of growth. The company is investing, the investments
are generating in-flows, cash from operating activities thus increases every year, and the
company does not need to borrow much. In period 3, Ringkvist AB generates enough cash
through operating activities to finance its capital expenditures, pay dividends and stabitise

jts debt level.
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