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" MAKING Financial decisions for period 5 in the Early Years 10| x|

Change period  Key information Help

ASSET BASE

Before After
decisions  decisions
Cazh account; -249,890 243,890 [The current owerdraft limit for the cazh account i B00,000)
Capital base: 4,383.088 4,37 '[0B8
Ivestments: 719,767 BT
Company value: 4,852 965 30
[ DIVIDE’
Amount bo pay share’ T of Equity of 5,200,000]
CAP"
«d to 262,985)
"to AVEE18]

[

The company has a UK bank account, known as the cash account, which can be :-

= In credit (positive), when it is considered an asset
= [n overdraft (negative), when it is considered a liability

KEY POINTS
Going overdrawn, and utilising the company’s available overdraft is a sensible strategy to achieve growth, providing
that the money is used effectively.

Effective use of the overdraft facility involves increasing the capital base to try and procure more work, as well as
targeting investments based upon the company’s long term marketing strategy. If successful in these area the
additional profit generated will improve the value for the company, and this will easily compensate for any overdraft
interest payments.
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= The company generating an operating profit
Selling off a % of the capital base
= Selling investments

INCREASED BY

The company making an operating loss
Dividend payments to shareholders
Increasing the capital base

Increasing investments

REDUCED BY
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x
FINANCE OWERHEADS PROCUREMENT JOB PROGRESSION
CASH ACCOUNT Credit rate; 2 % per annum
Qwverdraft rake; 6.6 % per annum

(verdraft it~ ™ Q00

CAPITAL BASE Ihcreaze ~&fiod
o q

Interest is earned/paid on the cash account balance at the beginning of the period, and affects the net operating
profit in the period.

The prevalent interest rates each period are defined in the Industry parameters.

CREDIT INTEREST
If the cash account is in credit, interest is earned at the annual rate shown.

OVERDRAFT INTEREST
If the cash account is overdrawn interest is paid at the annual rate shown.

TR D T T T P eI Y B e e E 8 e e e 8 e

ann:l dependlng upon how much haz I:ueen |rwe3tment fn:ur nsks that strikee the rizk cnst reductionz are between: 30 and 40 %

job delay reductions are bebween; 25 and 30 X
Ceaze trading

If an investment company ceases rading, the amount invested recovered is between: 25 and 85 &

MISCELLANEOUS Cost of the management conzultants report; 10,000 each penod
Corporation tax rate: 28 E

Fized for all periods
Can vary each period
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¥ Industry parameters

FINANCE OWERHEADS PROCUREMENT JOB PROGRESSION
CASH ACCOUNT Credit rate; 2 % per annum
Qwverdraft rake; 6.6 % per annum
Owerdraft it B00,000
CAPITAL BASE Increase limited bo; % thiz period
Sold off limited tr “thiz period
Depreciation » <[ S
Capital writino anLm
INVESTMEMTS Restrict
There “tments at any point in time
For- @ if the investment iz mited b0 100000 each period

L4

The amount of money that can be borrowed from the bank is not unlimited.
The current overdraft limit, imposed by the bank depending upon the economic climate, is shown in the Industry parameters.
What happens if the overdraft limit is exceeded ?

KEY POINTS

The ‘base’ overdraft limit imposed by the bank is normally the same for all companies. However, it may be reduced even
further for a specific company if the company’s current share price falls too far relative to the price at the start of the History.
This will be reported in the Management consultants report.

Corporation tax rate: 28 E

Fized for all periods
Can vary each period
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"# MAKING Financial decisions for period 9 in the Early Years -0l =|
Change period  Assessing performance  Industry information  Help

ASSET BASE
Before After
decizions decisions
Cazh account: -B37 552 637552 WARMNIMG! Cazh account exceeded overdraft limit

Capital base: 4133993 4133993
Investments: 1.219.135 1,219,135
Compary walue: 4, 715676 4, 715676

| DI¥IDEND]|
Amount to pay zhareholders: I 0 (0% of Equity of 3,950,000
— N
|ncreaze by: I 0 [imited to 537.4139)
Reduce by: I 0 [imited to 1.138,858) #W%, The overdraft limit on the cash account cannot exceed 600,000,
|

| INVESTMENTS| Add investment | = Youneed to take all possible measures to reduce the overdraft to

below the limit. These measures may indude :-

Name Descripion Initial Value| I > Redudng dividend payments

Adapt TP Training providers 103,253 > Redudng the size of the capital base
Agia Pacific Solutions b anagement conzultants 440,742 = Redudng investments

DA Intermational M anagement consultants 322,930

K.ruger Azzet bManagement Plc b anagement consultants 114,472

korgan Fritz |Fveztment banking 118.535

R aon Carporation M anagement consultants 114137

Consider the following example.

It is period 9, and after decisions were processed last period the company’s overdraft has reached 637,552. This has exceeded
the current limit in period 9 of 600,000, and as a result a warning message is displayed.

As soon as the Financial Decisions Screen is closed a critical warning message appears. The message informs the Financial
Manager that all possible measures need to be taken to reduce the overdraft to below the limit.

The Financial Manager wishes to increase the capital base to support growth, but to reduce the overdraft limit will also
sell off some investments that are not need.
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§ MAKING Financial decisions for period 9 in the Early Years
Change period  Assessing performance  Industry information  Help

~loy x|
The warning message has now disappeared, and the cash account balance is

ASSET BASE just below the overdraft limit.
Before After
decizions  decizions
Cashaccount 637552 58155 KEY POINTS
Capitalbase: 4,133,933 4,633,933 = |f all possible measures have been taken, and the cash account balance still
EDr'ﬂ’;‘;ii”::;:z 1?1 21522 4?1521532 exceeds the overdraft limit, then no further action needs to be taken, and the
e E user is not prevented from moving to another screen.
| DIVIDEND » The cash account can exceed the overdraft limit when decisions are
SRR G | 0 [B%ofEquly of 3350000 o cessed, but when decisions are made for the following period all possible
| CAPITAL BASE]| measures need to be taken to reduce the balance to below the overdraft limit.

Increaze by: I so0pon [irited to 537.4115)
R educe by: I 0 [limited ko 1,133,853)

| IN‘H"ESTHENT5| Add investment |

Name Descripion Initial Value| Increase by Reduce by Required
Adapt TP Training providers 108,259 1] 1] 108,259
Azia Pacific Solutions M anagement consultantz 440,742 1] 1] 440,742
D& International Management conzultants 322,990 1] 322930 0
Kruger Azzet Management Plc M anagement consultants 114,472 1] 114472 0
kargan Fritz |nvestment banking 118,535 1] 118535 I}
R aon Corporation b anagement consultantz 114137 1] 1] 114137

Remaove investment for Adapt TP




