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# MAKING Financial decisions for period 5 in the Early Years o ] [

Change period  Key information  Help

ASSET BASE

Before Alter
decizsions  decisions
Cazh account; 72,981 -72.961  [The current overdratt limit for the cash account 1s §26,000]
Capital base: 4,134,990 4,134,990
Investments: 719,762 719,762

Company value: 4.781.791 4,781,791

[ DIYIDEND]
Amaurt to pay shareholders: I 0 (0% of Equity of 5.450.000)

CAPIT*"

SOn A4

DIVIDEND

Dividends are taxable payments declared by a company's board of directors and given to its shareholders, normally quarterly.
They provide an incentive to own stock in stable companies even if they are not experiencing much growth.

The dividend paid to shareholders is one of the key factors that affects the company share price :-
» Insufficient dividend will disappoint the shareholders and reduce the share price

= Sufficient dividend will keep the shareholders content, with no change in the share price

= Ample dividend will make the shareholders very happy, and increase the share price

The affect on share price is determined by the % of the company’s equity that is paid as a dividend.

The equity of the company at any time is the overall share value.
EQUITY = NUMBER OF SHARES x CURRENT SHARE PRICE

Clues as to the affects of different levels of dividend are available by examining what happened in the History, using the Key
information/Share price history option.



Dividend

Navigate to "Main menu/Making decisions/Financial decisions/Key information/Share price history"

Management consultants report  Graphical analysis
OPERATIOMNAL SHAREHOLDERS INWVESTMENTS

:Dividend pavments ko shareholders
Other internal factorz affecting the company thare price

Dividend payments to shareholders

" - Dividend| Change in

Period | Status Yearigqtr |Shareholder expectation ;::;: Dmd;:i: paid as a % s?‘l:re
of equity price

1 |Histary [2024 (@11 [Histary Level 5,000,000 100,000 2.00 | 0.00 %

2 |Histary |2024 [32)  |History Level 4 B50,000| 33,000 2.00 x| 0.00 =

3 |History [2024 (@3] [Histary Level 5,300,000/ 106,000 2.00%| 0.00 2

4 [History |2024 [34) |Histary Lewvel 4,700,000| 94,000 2.00 % 0.00 %

Since period 1 the company has paid a dividend of 2% of equity every period (8% per annum), and this has been sufficient to
keep the shareholders content because there has been no change in the share price.

In period 5 we could pay a higher dividend than 2% to try and improve the share price. However, this strategy could be counter
productive because dividend payments come out of the cash account and reduce the company value, which adversely affects the
company share price, and the positive affects of the extra dividend could be offset by the reduction in the value of the company.

The key is to find a careful balance so that dividend levels do not compromise the financial stability of the business, but
do improve the share price.

In period 5 we will continue to pay a 2% dividend, to at least keep the shareholders satisfied, but look to increase this in the
future as the company grows and becomes more profitable.

KEY POINTS
Shareholder expectations can change as the operating performance of the company changes, and may be higher or lower than
the History level. This will affect the level of dividend that needs to be paid to keep them content.
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MAKING Financial decisions for period 5 in the Early Years o ] [

Change period  Key information  Help
ASSET BASE

Before After
decisions  decisions
Cash account: 72,961 181,961 [The current awerdraft limit for the cash account i B26,000)
Capital base: 4.134,930 4,134,930
Irvestments: 719,762 19,762 Wi
N The dividend payment comes put of the cash account,
and the value of the company is reduced by 109,000.
[ DIVIDEND|
Amount to pay shareholders: I 109000 (2% of Equity of 5,450.000)
| CAPITAL BASE|

Increase by: I 0 limited to 2839,445)
Reduce by: I 0 limited to 932,338)

| INVESTMENTS|  Add investment |

Hame |Descripion | Initial Value| Increase tvy| Reduce by Required
Adapt TP | Training providers | 101,700 0| 1] 101,700
Altax Wind Energy Centre [wéind Farm | 102800 1]} 1] 102,800
Agia Pacific Solutions [ Management comsultants | 207 362 1]} 1] 207,362
DAX Intemational [ Management comsultants | 101,300 1]} 1] 101,300
Kruger Asset Management Pl [ Management comsultants | 102,300 1]} 1] 102,300
Morgan Fritz | Irvestment banking [ 103,700 0| 0 103,700

Dizplay details bor Adant TF
Remorve investrent for Adapt TP




