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Munhp 1

w)Ywlifuhyhh gnpowntwub ghlp hptithg ttipuywgtnid £ wy dhoht
dudwiujuhwwnywon, npp ujuynid L yuwpwpitinh 4ty npudwjuitt thpnghtiph ttipnpnidhg
U wjuipnynid £ Jubwnphg winwewigwd ntiphumpujud yyupmptinh hwjupwgpiudp®
hwpyh wntiting twle wnbnpuwyhtt Ypinhunpitiphtt yawpdwd hbmwagnudp: Wy Yhipy, wyb
gnyg L mujhu, ph nppwt dwdwbwyny Gb ptytpnipyubt dthengutinp uwgynid yppwiunn.
Juyhnuni:

Yubjuhih gnpéwntwljub ghijh hhdbtwui pununphsittintn tia.

o  wuwpuwpitiph yuwhywidwt dudwbwljuhwmyuon,
e pliphmnpuljut wupwptiph huwjuwpwgpiwt dudiwbwljuhwmyuon,
e Uptinhwnpuud ywuwpwmptinh dwpdwd dudwwjuhwnudnp:

Gt oquynid Lip pppwtiunnt uyhwmuwh gnpdwyhgitinhg, wwyw Juithuhjh gnpoéwntwjub
ghlyip hwjwuwp £

Mupwpbtiph optip + *tiphmnpitinh optipn — Upinhunpitinh optip

Yubpjuhih gnpdwunbtwjub ghljjh b pppwbiunnt juyhnwnid dbpnppdud dhonghtiph dhele
Juu @ wybyghuhti £, np ghlyjh tpjupugdwb niypnid ptypnipyubt thonghtin width Gplup
dudwbwy th dond juywd wupwpdtipnid b niphunpujut yupumptinnid, htimbowpwp
wbond E oppwibiunnt juyhnwih wuwhwbep: Conhwujunwlyp, wybih upt gnpdwuntwljub
ghin unynpupwip tpwbwynid £, np piytpniggni o wgth wpwg kL gtpudnid hp nbunipubiipp
Juihuhyh, ntunh wwhwbgnid L wiytih phy dipnpnid pppwiunnt juyjhunwynid:

Muipupitiph wuwhywidwb dudljtinh tipupugnidp dtdwginid £ wuwpwpbtipnid Juiugynn
dhongtitipp L Jupnn £ puguwuwpwp wgntip Juihuhijh hnuptiph ypuw: Gphunnpujub
ywpuptiph  hwjupwgnpiwb  dudjtimh  Gpupugnodp Gnybybu - didwghmd E
dhttwtivwnpdwitt uiphpp, pwith np Jubwnphg unwgytijhp npudwjuitt Whengitinp nip Gh
Uninpwgnynid:  Ujyniu - Ynnidhg,  Yptinhwmnpulub  wyupuptiph dupdwd  dudltinhp
tpupugnidp  npnp  swthny  pnyuginid £ Shtwbvunpdwt - 6tpnidp, pwblth np
naytipnugnip wytijh Gpup £ oguynid dwwnmwljupupiitiph mpudunpud wtdbwnp jud
hunitidiwumwpup Edwl juptwdwdljtim $httmbuunpnidhg:
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Cabtpnipynibp upnn £ puptjuty hp jubfuhyh gnpéwnbwlui ghln th pubh tnubayng.

e Jwqtighty) yuwpwnpitinh uwhywindwb dudiyinp” yuwywpbtinh wyth wpngnibwytinm
Junuwjwpiwb dhengny,
e huwunwght] Jupuyht yapuwhulnnnipyniap b wpuwgqugit) niphunnpujut

wwpwptiph hufupwugpnidp,
e hiwpwynpnipjubd ntiypnid Gplupwgit) Ypinhunpujubt yupumptinph dwupdw
duijtimp” wnwhg Ywnmwjupuwpbtiph htim hwipwptipnipnibitipp yowuabne:

Wyuyhuh puptjuynidttipp unynpuwipwp nidtinugiinid G hpwgytijhnipjnibop, pwtth np
paytipnigniat wytih wipwg £ unwbtnid Jutifuhy dhengtin b ifuqtiginid £ wpmwphi

dShttwbuwynpiwb Juphpp: Uuuyt swthwquilg wgptiuhy punupwuiinigyniiip upnn £
puguuwpwn winpununiw pwhnipuptpnipyub ypw. ophtiwl]” yun gudp yupwipbtippn

Jupnn b hwbgtigiitip yubwnph Ynpuwnh, huy swhwquilg nhun Jupluyhtt yuydwabtpp®
hwbtwhimpnbtiph Ynpunh: Nrunh pdypniegniin wtnp £ quith haJuwuwpuponigynih
hpwgytjhnipjuid b puhnipuptipnipjui thel:

)]

Muwnpbtiph yuwhywidwb dudwbwljuhunmyuodp "365x5200/19100=99 op

QAtiphunpuljub yupuptiph hwjwpugpiwt dudwbwljuhumyuop 365%4100/24800=60 on
Unptinhnnpujub yupumptiph dwpdwd dudwbwjuhunmyuodp 365%3400/19100=65 op
Yuibjuhh gnpdwnbwljub ghlyp”™ 99+60—65=94 on

Miptadt, CWP paytipnipjut Juthhyh gnpdwniujub ghyip 94 on k:

q)i. yniLpuuyhtt pwmnphirgh wpwewpynipyui wpdtpp

Lwbth np wpwewpyud $wljmnphiigp ntynipuwyht £, CWP paytpnieyniip joguyh

wlhniuwh yuipnptinh 1.0%-hg 0.5% hotigdwt hwmbquiwiiphg, vwljuylt Whwgnpnuyht
nhuljp Yutw hp Yypu:

$000
Utipuyhu ntiphnnpujubd wuwpumptin 4,100
Jipwiwyywd niphunpujubd wupwptip = 24,800 x 32/365 = 2,174
“Qhphunnpuljubd wupuptph tjuqtignid $wljmnphbigh ntiygpnid 1,926
bhtwinwjutt Swhiubiph ptwynnnieynit = 1,926x 0.075 = 144
Jwpswuill Swhaubiph pubwynnnieynii 50
Wuhniuwh wupwmptiph jptwgnnnieinit = 24,800 x (0,010 - 0,005) = 124
Lonuikin pbwynnnipynih 318

Mercuria-o httmbiuwynpnid t ytputuygud niphmnpujuit wyupumptipnh 80%-np, uwjuyt
wyn gnidwph 5%-p wuwhynid £ nputiu soquugnpdynn diuqugnyytt dwugnpn: iunh



wpynLbwynnptil oguwugnpdtih $hbwbuwnpnidp Yhth. 2,174x0.80x0.95 =$1,652
hwqup

Lwbh np wiuwiwyua 9.5% wnninuunpnypp Jhpunynid £ wylt gnidwph ypw, nph 5%-p
hwuwbtih ok, wipynibutm mwptljub wpdtipp hth. 9.5%/ 0.95=10%

Wjuyhuny, Mercuria-h $htwntiuwynpiwd jpuugnighs mnnuwy6wpbitipp” hwdbdwnwd
CWP-h oytipnpuidpwnp 7.5% wipdtiph htim, Yihota. 1,652x%(0.10-0.075)= $41 huqup
Ogniwn bwhupwlt $wljmnph Jowpp 318-41=$ 277 hwuqup

NLynipuughtt wljnphiigh yawpp' 24,800 x0.008=$198 hwquip

Qnun ognunp nllppuwghl wnwowplmpeimihg * 277-198=$79 hwqup

ii. 1y ntinLpuwyhtt pwljmnphiigh wpwewpynipEjul wpdtpp

Lwilih np wnwewpyp ny ntnipuuyhb k, Mercuria-t hp Yypw £ ytipginid twle dhwgud
wblhniuwh yupuptinh nhulp: <tmbwpwp, CWP-t Jlubuyh wipnne wthniuwgh
wywpupbinh dSwhuup, wyuhtiph™ hwunyeh 1.0%-n:

$000
dhtwmbuwuitl Swhiutiph ppbwynnniynia = 1,926x 0.075 = 144
Jwpswubl dwhiubiph pubwynnnieynii 50
Wihniuwh wupwptiph pbtwynnnieinit = 24,800 x (0,010 ) = 248
CLonuitiip pbuwynnnipynih 442

Lpugnighy imnynuwytwpitp = $41 hwqup
Ognin bwhupwl $wljmnph Yawpp' 442-41=$401 hwqunp
Ny ntynipuuyhtt wumnphtigh Yawpp' 24,800%0.0135=$335 hwquip

2n1m ognimp ny nnipuwjhit wpwewpynipniLithg 401 —335 = $66 hwqup

n) Eynipuuyht pwljmnphiigh wnwewpnipyniipn httwbtiuwyytiu ptnnibth t, pwtth np wyt
ptipnid £ $78,824 qniwm ogniwn: Ny ntijnipuught umnphiigp tnybwybtu $htwbuwytu
npanniatyh &, pubh np wyb wyuwhnynid £ $66,424 gnin ogniw:

Uwljuyt, wyu tpnt mupptipuyittiphg wytijh 2uhwytim L pnipuwghtt puljmnphbqp,
pwilih np npu gnin ogninp wiybjh Ukd £ Qtuwywd ny nhinipuwyhtt mwpptipuyh ntiyypnid
CWP-ti unipnnoni pjudip wquunynid £ wthniuwh wyupumptiph nhuljhg, npuw hudwn
Mercuria-t qutianid £ wiytijh pupdap yawp, b wyn (pugnighs yawpp glipuuquitignid t ng
ntijnipuuwyhtt mwpptipuyh pugnighs ogninh dh dwup:

dwjnphtigp Jupnn £ npnpuijh ognimbitip ptipnky, ophtiuy.

e  Duwlmnph thnpadwpnipynihp Mercuria-t, niphmnpujub wwpwptiph
Junwywpdwb nnpunid hp thnpdwnnipjub anphhy, Jupnn E puptjuyty
wuwnupbiph hwjuwpwgpiwd wpnyyniiwytmniggniip b jpéwnty hwjupwgpdwi
dundijtimp:



e  Wykh wpugq gpuiwui hnupbtp Ybtphunpuljub wuwpmptiph hwduwpwgpdu
wpwqugniip JuJugkgh ppgwtiunnt Juwhwwh wuwhwbep W fupnn £ puptjuyty
naytinnipywi hpwugytijhnipinibp:

o  Wykph gwdp Jupswljui dwjhuutip Lwih np niphunpujub yupwmpbph
Junwywpiwb vh dwup jud wdpnnen thnpuwbigynid £ $wiljumnphi, Jupswuib
owhuubtipp wgnid tib:

e  MupunuyuinipEnii withniuwh yupwmpbphg 0y ptynipuuyhtt puljumnphtgh
ntiypnid paytipniyniip jpugnighs wyyuwhnyjugnynid £ juwn wuwpumptinh nhuljhg:

Uhltnybt dundwbiwy, dujuinphiigp jupnn £ nibbbug wle npny ptipnueggnibbbp.

e Puwpap wpdtp duwlmnph dSwnwynipynitbtpp yawpnyh G, huy yndytiuwughnt
Uhwgnpnh/compensating balance-/h wyumawnny $htwtiuwynpiwt hpujud wipdbpp
tinythuly wyth pwpan £, pud witjuwiwuit mnnuwnpnypp gnyg £ muwhu:

e <wtwjunpnitiph htitm hwpwptipniEynibtitiph ypu htwpuwynp puguuwljuib
wqnlignipynih
Gt yupwptiph hwjwpwgnnidit ppujubiwugbinid £ wpmwpht juqidwjbpuynienid,
nu Junpnn £ Juun wgnt] hwawhipnbtiph pdyupdwb gpu:

e <tinhtwynipjub nhuly
buljuinpht nhdbp tipptidt Jupnn £ wpmwpht Ynndtph Ynnihg dtyawpuiny
npytiu phttwbuwjutl ndjupnipynibbtitinh tywb:

Munhp 2
Puynp gnudwpblipp blipluwpugyud ki $°000-ny, ol wyy Ylipwy ipyud sk
1 (w) bGwjuwgdh uyyuuynn gqnum tipljuw wpdtipp (Expected NPV)' ugtiitmpuht
Jpmnmudnipyni’ hwjuwiwuinipjubt dheht Yondwidp scenario analysis with probability
weighting-ny
Lwbth np ywhwbewpyp wanpny £, twhiwgdh qgwhwwmnnidp juumwpynid £ tiptip
ugtiiuptitipny (pwipap, dheohtt b guodp wwhwbowply), wybnithtimle jnipuwpwdynip ugtitnph
NPV-t jpnynid £ hwdwyumwuuut hujuiujuiting pyudp’ umwtiugne hwdwip expected
NPV-l:

Swph 1 2 3 4
Atineiwb gnpdwlhg' 13.5% 0.881 0.776 0.684 0.603
Capital allowance-h hwipYuyhti
ogniw/hwyuipyy 2/ — 585 410 800
Gpowbliwnnt Juiyhwmuwih
thnthnjpuni pyni &/hwpquny 3/ (47) (49) 946 —

L{uwpuplaip
1. Onthnhiujuit Swhiuh b $hpugud dSwhutiph ubuunbunid
Swph 1 2 3
Onthnhuwljub dSwpuu
($/ihunnp) 331.70 354.92 379.76
Canudtbop
thnthnfuwljuh dwhuu- 5,971 6,389 6,836



18,000-h dhwynph
hudwp

Hhpuywd dwihuutip 988 1,028 1,069

2. Yuyhnwy hwpljuyht wpnnbnipynibbtp /Capital allowances

Swiph 1 2 3
Ulqptmjutt  wipdtip 7,800.0 5,460.0 3,822.0
Uwpqwonipynih 2,340.0 1,638.0 3,198.0
<wpytlpnuwyhtt wipdbip, Ywpwdnipniithg 5,460.0 3,822.0 624.0
htimn
<wpluyhlt ogniwn (25%) 585.0 409.5 799.5
3.Gpowbunnt uwhwmuy
Swph 0 1 2 3
Uwjupnuy 850.0 896.8 946.1 —
®nithnjunipynil (850.0) (46.8) (49.3) +946.1
4.Lwpap yuhwbhgwpl (30%)
Swph 1 2 3 4
Jwbwnphg hwunyjpe 15,498 16,273 17,087 —
dOnihnpuwjull dSwihuutip (5,971) (6,389) (6,836) —
bhpujwd dwhuutip (988) (1,028) (1,069) —
Gnpownijub npuniwljub hnup 8,539 8,857 9,182 —
<wny-25% — (2,135) (2,214) (2,296)
<wipljuyht ognin <U-h dwpudphg — 585 410 800
<tmhwpluyhtt npudwut hnup 8,539 7,307 7,378 (1,496)
Gpowliunnt Juiyhumuy 47) (49) 946 —
Utwugnpnuyhtt wipdtip — — 624 —
9nin npuiwju hnup 8,493 7,258 8,948 (1,496)
Atinsiwh gnpdwlhg/13.5%/ 0.881 0.776 0.684 0.603
‘Ltipju wipdtip 7,483 5,634 6,120 (902)
Uglitwmph NPV 9,684
Uhohtt yyuuhwipupyy (50%)
Swph 1 2 3 4
Jwbuwnphg hwunype 13,986 14,685 15,420 —
Onihnpuwjut dwhuutip (5,971) (6,389) (6,836) —



dhpuywd dwihuutip
Gnpownijub npuiwljub hnup
<wply-25%

hunpuyhtt ognin <U-h dwpywdphg
<tmhwpluyhtt npudwjut hnup
Gpowhwnnt Juuwhwmuy
Utwugnpnuyhtt wpdtip

9nin npudwljub hnup

Itinsiwbh gnpdwljhg

‘Lhpluw wpdtip

Ugtiwph NPV

Swodp wuwhwipwpl (20%0)
Swph
Jwbwnphg hwunyp
Onithnpuwjut dSwihuutip
dhpujud dwhwutin
Qnpowntui npuiwljuitt hnup
<wny-25%
hupluyhtt ognin <U-h dwpudphg
<tumhwpljuyhtt npudwjui hnup
Gpowbhwnnt Juuwhwmuy
Utwugnpnuyhtt wipdtip
9nin npuiwju hnup
Itinyiwb gnpdwlhg
‘Lhipjuw wpdtip
Ugliimph NPV

Wybluyynn NPV-h hwaqupy

Ugtitiwp Lwjubwjubnipnih
Pwinpanp wuwhwbowny 0.30
Uhghti yyuwhwbpwiny 0.50
8won wuwhwbownly 0.20

Expected NPV

(988)
7,027

7,027
(47)

6,981
0.881
6,150

1
12,474
(5,971)
(988)
5,515

5,515
(47)

5,469
0.881
4,818

NPV

9,684
6,796
3,907

(1,028)
7,269
(1,757)
585
6,097
(49)

6,048
0.776
4,695

2
13,098
(6,389)
(1,028)

5,682
(1,379)
585
4,888
(49)
4,839
0.776
3,756

(1,069) —
7,515 —
(1,817) (1,879)
410 800
6,107 (1,079)
946 —
624 —
7,678 (1,079)
0.684 0.603
5,251 (650)
6,796
3 4
13,753 —
(6,836) —
(1,069) —
5,848 —
(1,420) (1,462)
410 800
4,838 (663)
946 —
624 —
6,407 (663)
0.684 0.603
4,382 (399)
3,907
Uhghti Uynquwd
NPV
2,905
3,398
781
7,084

Lwblih np expected NPV-i npuljuib £ dnwn $7.084 )b, wwpuwghdp $hbwbuwygtiu pinnibtih

E L ywtwmp k£ pinnitgh:

(p) <ujubtwjubinipynibbtiph ypuw hhdtduwd dninbignidp twhiwugdh ghwhwnmdwb dte

httwpuwynpnieynit £ muhu hwpyh wintitip yyuhwipwpjh mwipptip ugiwpitipp bt npubg



hpwuwiwgdwd hwjuwiwubnigniabbipn: Uw wytih hpunmbuwyuwb £, pwb 4ty ugtiuph
Ypw hhdtJwod ghwhwnnidp, puitth np wpmwgninid £ wbinpmynieyniin:

Wnwylnipynibtitip

e [(dny L mwrhu btipwnt) winpnynipyniip” mwpptip ugbhupiitinh WUhengny

e  Wuyuwhnynid £ wytih hwjuuwpulppnyud qwhwnnmyd™ hwyduinyiny uyyuuynn
wprynLbpp

e <btpw k Yhpunty, tpp mpuid th ughitmpoitip b npubg hwjwbwuitmgmibabbp

e Oqlnid £ hunitidwuwnty mwpptip twhowgodbtp™ hhdp pinnititing uvyguuynn wpdtipitipp

(OtipnipyniLbtitip

o  Jwjwbwluwbtmipnibbtipp hwawh unipyiljnhy G b jupnn G upowy gwhwnyty

e Uuyuwuynn NPV-t upnn k pwpgiiti nhuljp (ophtiwy” ko Ynpniunbtiph
htiwpuynpnipyniin)

e 2h gnyg muwjhu wpryniipbtiph mumwbtndatpp jud nhujh wunmhawbn
wipnnoni pyjuip

e Glpunpnmu k, np npnpniudtitipp thwtiug G U sh wipmwgninid unwdupswjui
tyniLbnipjnLbp

<unitiiwwmnipynii uyuuynn NPV-h yupq hwpqjwplh htim

Uywuynn NPV-h yungq hwpqunpyp muwghu £ ikl dhphtwgywd wipnynibp, dhovntin
hujubwlwbni pynihiitinh ypuw hhdtJwid inintignidp gnyg £ vuwjhu mwupptin himpugnp
wprynibplitipp b npwilg hwjuitwubtnipynibbtippn: Uwuyd Gpyniub ) vwhdwbwthwy Go
nhuljh wipnnewjul ghwhwmdw b mtuwbyyniihg, et skl yapmnidmd wpynbpbtph
pupfunidp Juid duypwhtin ugtiwpbtinp:

(¢) Lwhuwughdp wipdtip L untindniy, putih np npuw uyyuuynn gnin dtiplju wpdbpp (expected
NPV) npujuti £: Uw Jyuynid E, np Gtipypnudp dkdwginid £ pdytpnipyut mbnbtuwjut
wpdbipp b iyuunnid | pudbtimtiptiph hwpunnipjui wnwytjugnytwgdiwin:

Lwhiwugoh nhulp hhdtwubtnid yuydwbuwnpgud £ yquhwiiipwunh wtnpnynigyudp: (¢l
wnwppbp ugbbwupbtipnd - wprynibpbtipp wmupptip G, Gnybhull gwdp wwhwbownyh
wuwydwbbitipnid NPV-t dtinid £ npujut, hisp gnyg L mwhu, np hbwpuynp puguuwjub
wipryniiplitiph (downside risk) dwjupnuyp npnp swhny uwhdwbwthwjyud t:

Gpt Gwhiwghdp  $htwbuwynpgh wwpupuyhlt  dhenglitipny, www phytipnipub
dhtwtiuwmuilr 1dwp (gearing) b, hwlwyuumwuhowbwpwp, phtwbuwuis nhuljp funpnn ta
wak);: bull tpebh wi phtwbuwynpdh uvbthwlud Juuyhnwny, wwyw hbwpuygnp E
pwdbtnbiptiph dwubwpwdith tnupugnid: <tmbwpwp, ptlh Gwhiughdp Gtpppnidwght
wmtiuwblynithg gqpuijhs £, npu phttwmbiuvwynpiwb tnutwp tujub wgntignipynid Ynibbim
naytipnipyut Juuyhwmwih Junnigywdph (capital structure) b pinhwiinip nhujuyhtt Wypndpih
Ypuu:



tutinhp 3

w) Uithwljw @ juuyhwwih wpdtpp

Oguugnponid tbp nhyphntbwmbtiph wéh dnntjp (Dividend Growth Model).
Ke=D1/Po+g

npnbin’

Do = 0.32 nnqup
g=4%

Po = 6.20 nnyun

Lwha hwpytiip hwenpn muwpyu nhyhntitnp.

D1=Dox (1+g)=0.32x1.04=0.3328 nnjup

Wjdd utithwujuit juiyghwnwh wipdtipp Yihth.

Ke =0.3328/6.20 + 0.04 = 0.0537 + 0.04 = 0.0937 = 9.37%
Muunuupiubt. WOM-h utithwjut juiyhwmugh wipdtipn 9.37% t:

Mfhmblonbliph wah dnnlyh vwhdwbwoulnodblp

QYhyhntitmmbtph wéh dnpbp Ghpunpnid £, np nhyhptitmbtpp Juatb juynith mbdwny,
uwljuy npw fhpwnnidp nibh dh Qwipp juplinp vwhdwbuhwynidoitip:

unntith hpuwndwt hwdwp withpudtiym E ogquugnnpdt pudbtinduh 6hpwn ghbip, npp
wtimp L [hth ex-dividend (httmpwhwpwdbuyhll) ght: Gt ogquugnpdynid L cum-
dividend (Whby pwhwpwdht) ghtip, wyw utithwui juuhwmugh wipdtipp junwgyh
uhuwy, pwbih np ghtip Gtipuenid L wpntit hwyumuwpupuod nhyhntitonn:

Unntip uwn qquynil E wth mtidwh (g) gbwhwumdwd tjunmdundp: Unynpupunp wén
qbwhwnynid E yyundwljubt mfjuiitinh hhdwt ypw, vwjuyt nu sh Gpuphuunpney,
nn wyuquynid inyd mbdyp juyuwhwywtgh: Uw hwnuytiu juplinp £ WOM-h
ntiypnid, pwbh np wylt gnpdnid £ Al nnpuinid, npntin wép hwtwp wbuynid b
ndjun Juihimunmtiubh k:

Unntip Ghpunpnid £ juynih nhyhntbnughtt punupwjubinipinit, dhtyntin pupan
wb nibtignn pbytpnipnibttpp hwowh Yyopubtipnpnid Gh pwhnypep L jupnn o
swyqwhwwbil) Juynih yéwpnidabip:

dnnbp thpunpnd £, np pnijuyujuit ghtin 6hpm £ wpmwugnnid  paytipnipyub
wndbipp, vwuytt mbjubninghwwbd pbytipngnibbtph nhwypnd ghiin Yupnn k
qquihnptit mwnwbty) pnijuyh uvyuunidtitiph wgntignipyudp:

(p) Swpptpuy A - Lnp puditndubph pnnupdwb wgntignipiniip EPS-h ypw

1. ‘Lnp twhawgohg unwgynn jpugnighy EBIT- Guhuwugoh dhosh hwipnudp
tljudumwptipnigniip 16% t, ($4,000,000*%16%= 640,000)

Lnp plghwinip EBIT = $4,500,000 + $640,000 = $5,140,000

2. (dnnuplynn tnp pwdbtimndutiph pubiap

Lwilth np pnupldwbt dwhiutipnp juqunid ta 160,000 nnpun, ptytpniggniip ybwp L
ttipgpuiyh ny dhuyl 4,000,000 nnjup, wy) twl dwolh pnnupydwb dSwhuutipp.



Muhwbeynn hwiwpiwunt gnidwp = 4,000,000 + 160,000 = 4,160,000 nnpun
Snipwpwbiynip tnp pudinniup Jutwnynid £ 5.00 nnjupny, ntumh.

‘Unp pwdbtimndutiph puwtiul = 4,160,000 / 5.00 = 832,000 pudutimniu
Ltnhwbinip puditimndutip pnnupynidhg htimn = 9,000,000 + 832,000 = 9,832,000

puditimniu

3. ‘Lnp pinhwbtnip pwhnypeh hwyyuply

gnpdwljhgutip Q-nidwp
tnp EBIT 5,140,000
MNuwljuwu. mnlnuiitip (300,000)
Guwhnyjp dhivh hwpynidp 4,840,000
Nuljuu. hwipy (25%) (1,210,000)
Guwhnyjp hwpynidhg htiuin 3,630,000

Ut pwditimnduh hwpyny pwhnyjpe= 3,630,000 / 9,832,000 = 0.3692 nnjup = 36.9 gtin
4. <wdtidiuwnni pjnit gnpdnn EPS-h htim

Q.nponn pwihnye hwpniihg htinn = (4,500,000 - 300,000) x 0.75 = 3,150,000 nnjun
Q.npodnn EPS = 3,150,000 / 9,000,000 = 0.35 nnjun = 35.0 ghitin

Wuyhuny Swpptipuy A-h niypnid EPS-p 35.0 glittnhg wénid £ dhtsle 36.9 ghitin, wyuhbipl
pwdttnndutiph pnnupynidp EPS-h mtuwblynithg ptnnibtih t:

(q) Swipptipwy B - Mwpmpuyhtt phttwtiuynpdwt wgntignipgniiin EPS-h b mnynubitinh
dwonyph Ypw

1. Llipgpuyynn wupwmph wjuittwmuit mipdtipp

Mupumuwwnndutipp yutwnynid ki 98 nnjupny jnipwpwbtynip 100 nnjup wbtjuiujuib
wipdtiph nhiwg: Nruwnmh 4,000,000 nnjup dtipgpuytne hwdiwnp yuwhwigynn wijutwub
wwpwpp Yihth.

UiJulwlud yupump = 4,000,000 / 0.98 = 4,081,633 nnjunp

2. ‘Unp mwpbjud mnnuuwyhtt Swhuup

‘Lnp mnlnu = 4,081,633 x 8% = 326,531 nnjup
Lanhwbnip mnynuwyht Swhuu = 300,000 + 326,531 = 626,531 nnjun

3. ‘bnp EPS-h hupyuply

8nighy Q-nidwn
‘Unp EBIT 5,140,000
MNuljuu. pinhwinip mnynubbtp (626,531)
Guwhnyjp dhivh hwplynudp 4,513,469
MNuljuu. hwply (25%) (1,128,367)
Guwhnyjp hwipynidhg htiuin 3,385,102
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Lwilth np tinp pwdbimndiutip sk pnnuipynud, puditimniutiph phyp dtnwd £ 9,000,000.
EPS = 3,385,102 /9,000,000 = 0.3761 nnpup = 37.6 gtitn

4. Sninulitiph dwdYynyjpeh gnpdwhgn

Interest cover = EBIT / Interest

Lapwughl Interest cover= 4,500,000 / 300,000 = 15 wmbqud
‘Unp Interest cover = 5,140,000 / 626,531 = 8.20 wiqud

5. <undbidwinni pynih

8nighy Swpptipul) A Suipptipuyy B
EPS 36.9 gtiim 37.6 gtitun
Interest cover 15 wmbqud 8.20 whquni
bhimbuwjuih nhuly Uykih gmonp Uykih pwpép

Bapuljugnipynit. Mupmpuyhtt phtwbuwnynpnidp wyyuwhnynmd L wth pupan EPS,
uwluyt makghnid L mninuuyhtt yupumwynpniynibditipp b httwbiuwjut nhulp:

(n) Mwpuph wipdbpp (after-tax cost of debt)

Oquuwugnpdniy Llip redeemable debt-h Unmwynp pwbwmalip.
Ka=[l+(RV-MV)/n]/[(RV+MV)/2]

npnbin [ =8, RV =100, MV =98, n=5

Kg=[8+(100-98)/5]/[(100+98) /2] =(8+0.4)/99=8.4/99 =0.0848 = 8.48%
<twmhwpluyht wupwph wpdtp = 8.48% x (1 - 0.25) = 8.48% x 0.75 = 6.36%

Mupwph wpdtipp 6.36% Lk, thiyntin ubithwjub juuyhwuwh wipdtipp 9.37% E: Uw gnyg L
wnuwjhu, np Wwpwpp hwdtidiwnwpwnp wytih tdwd $htwbuuynpdwd wnpynip L: Uwuyt
wuwpwph ogunwgnponiip dkidwginid £ mnnuuyhtt ydwpnidobtpp, $htrwmbuwjub gwyp
nnhwiinip nhuljp: <Gmbwpwn npnynid Juywgiitijhu withpudtipw L hudwnpt) witih guon
windtipp b wtijh pupén nhuyp:

(&) <ppphn $htwbuwynpnid - WACC
WACC = (0.5 x 9.37%) + (0.5 x 6.37%) = 4.685% + 3.185% = 7.87%

<Swdliduwnnnyonil iwhuwadh Bwdwmwpinnyenud hlun

Lwhiwgdh  wlbyuyynn  Giudwnwpbpnipniip juqind £ 16%, Wdhyntin  hhpphn
dhttwtiuwnpdwt ntiypnid Juyhmwih theohtt §pnygwd wpdtpp Juquinid £ 7.87%:

16%>7.87%

Niunp’ bwhiwghdp whiwnp £ untindh npuljub wpdtip, pwth np npu tudnwptipnigniap
gtipmquiignid £ $htrwtiuuy npiwb wipdtipn:
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<Shpphn dhluuwbnynpiwd wnwflgnyemibilpp AI pnpunnid

- WJugtiginid £ Juyhwnwih piinhwbtinip wipdbipnp” ogumugnpdtiing yupumph hwdtidwmwpun
Edwb winpynipp:

- sh Ukdwgnid htwbuwjutt nhulip wybpwb, nppwitt wdpnnewljul Wuipmpuyhi
dhtwbuwnpniin:

- htwpwynpnieynil £ muhu wuwhwwit) $htwbuwljub Gynibnignia, htsp juplinp © AT
ninpunid, npntin pnijut b mthutinpnghwbiipp wpug hinthnhaynid Gi:

futinhp 4
(w) ywupmuwynpnipjul hipuwynpnid
. dnpfupnuyhl hlipwanpnud

4-uiyyw dnpupn thnpuwpdtipp” $1 = 3402
Qpuduyght yowpnidp Yihth' 900,000 x 402 = 3361,800,000

. uddwlpud pnaljugh hlspunfnpnad

Nputiugh 4 widhu htimn nLbitiiatip $900,000, wtiwp £ wyuop Ghipnutiip (deposit) nnjup, npp
Juth dhisle wyn gnidwpp:<upqupynid E wbhpudtiym ttipju wpdtipp” oguugnpstiny
WUU nnpuph wjutinh mwuptiu 3% npnipn:

$900,000/ (1 + 0.03 x 120/360) = $900,000/ 1.01 = $891,089

uthnpe onijuynid” $1 = 34395 thnpuwpdtipny:

Wohpudtym npuduyhtt gnidwpp << npudny’ $891,089 x 395 = 4 351,480,155

Gt wyn npuduyht gnidwpp htwmbtuwynpyh << npudiny yupyh hwpyht, wqu 4 widhu
wbg Ytpurpupadtihp gnidwpp fhwdwpldh << npudh wwpbjub 11% quplh gpoigpny:
4 wnihu htimn ngpuduwyhtt yowpnidp® 351,480,155 x (1 +0.11 x 120/360) = ¥351,480,155 x
1.036667 = ¥ 364,367,877

.  <wndbduoannieinil I wnwpwplnigeinili
dnpJupnuyhtt hipuynpdwbd nhypnid npuduyhtt Jawpnidp ugquind k361,800,000,

dhbtyntin npudwjub nijuyh htipwynpdwt ntiypnid” dnnwynpuytiv * 364,367,877:
Niunh myju mjutipny $npjupnuyhtt hipunnpnidp wytijh pwhwybin k:
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<tmbwpwp ARM Co-h huniwp wiytijh tyquumnuwijuhwpdwn £ ogmugnnpoty 4-uduym

dnpjupn yuydwbwghp, pwith np wyt wmywhnynid £ wiytith gudnp $hpuygud npuduyhte
Jowpni:

Iv.  bnpupnuyhle hkpunfnpwl wnounllgnyeynibililple ne pplipnigeyniiililpp

Wnwiytinipyniulitin

* Shpunid £ wyuqu thnpuwupdtipp W yipugiinid £ thnhuwipdtipuyhtt wmbinpnynijnibp:
* Nuwnq E Yhpundwt mbtuwblyniihg

* Swon Jud quyuijul twpubjud dSwihuutin

* Unju Lt pwquwehy wpdnypitinny

(FtipnippniLbbtp

* Mupuwnhp Juumwpdwb phinye hunwl wduwpeyh

» dnpupnp hwditdwmwpwp ny Gynih L, Gpt gnpéwpph gnidwpp jud duwdljtimp thnhagh:
* Qnpodwpph Ynnuih nhulj— yuwydwiwynpywonipyniip Gpine Ynnitinh dhel . ntunh winlju
L Ynnuitiphg nplk dtgh vbwbugdwb nhulp

)
Wpwmuwpdnyph $ynistipu. dynstipuuyhtt yquydwbwghp, vwhdwtjud wuwydwbbtipng
wpunupdnyph unwbnupn pubtuyny qgidwbd jud Jutwnph haiwawytwghp:

Updnipuyht oyghnbtiitin. Owghnt nLitignnh hpuwyniiipp™ gty (pnp) Juid Jubwnty (thnipe)
Uh wipdnye npnuijh dudwbwynid juid wy] wpdnypeny, npnpuh thnpuwupdtipny,
wyuquynid” dudjimh wjupumpb jud dhisle wyn:

Uynth. bpujuijut hwdwawyinipni i, npny tipne juqiwjtipynipyniaatin
yuwpuuwynpynid Gb thnpjuwbuyt) npudwljut hnuptin® npnwijh wuwydwbbbtpny, ophtiy
wmwpptipn wpdnypitipny:

Lwith npn ARM Co-tt thuyl dtipdnidnn £ b nith npnupuyhtt yywpumwynpnienil, tpw
hhdtwui nhuyp nnpuph pwiyugnidb £: Witiwmbyuumwjuhwpdiwnp gnpdhpp’
windnipwyhlt oyghnatitintl tit, pwtth np

e wuwpumwuwbiniy th nnpuph wbhg

* puyg pny kb wuhu oquty, tph nnupp wipdtiqniydh
e wwwhnynu th wytph dtd aynibnieynil, pub $ynistipubitinp

(p)Lwnulnni hwdwpdbtpnipjubd  (four-way equivalence) uUnnbjp winmd L , np
thnpuwupdbtipitiph, wnynuunpnypbttiph L gbwth dhele gnnignit nibiignn  hhdbtwljub
hwpwupbtipnigynibttpp qniynid th wyiyghuh yhtwnid, npuntin ngpubtp thnpounupdwpun
hwdwhnity Gh L wpmwhwymnid G ony b mbnbuwut wtughpp: 64 4 dhdnipgmittitinp
tipupudwiytimnid ywhwmp £ hwudpbyitin jud pugunpto dhjwbg:
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4 pununphsbtipb G

- Snjnuwunpnyputiph mwpptipniegnia : Ytpuwptipnid £ wmnlnuunpnypatinh
hwdwindtipnipjwibin (interest rate parity)

-Uyuuynn gbwth mupptipnipyncd :juuywd £ ginnnitwyni pjui hwmiwpdbtpnipyubt htn
(PPP)

- bnpjupn b uynwun thnpuwpdbplitiph mwppbipnipmia :pnpjupn ypidhw/nhujunin
-Uyuuynn uynun thnpuwipdtiph thnthnpuniggnia thnpuwpdtiph uyquuynn nhtwdhlju

14



Q-twhwmiwl hwiwljupg

futinhp 1
Uwpu.
Uwu uthwihp thwynpttip
w) Ywbphyh gnpéwntwljub ghljjh pugumpnipnih 1
Ywbfuhh gnpéwntwlwi ghljth pununphsutinh
pugwnnnipynLh 2
Uqnbgnpyniip fubjuhy hnuptiph U oppwtwnnt juyhwmuwh
Ypw 2
Puptijudwd ninhtitip W hpugythnieywb / pwhnipwptipnipyub
pbbwpnid 2
Lanuibkbp (w) 7
p) Nwpwpibtph yuwhywidwb dudwbwjuhunyud 1
Qaphunpujub yuipmptph hwjupwugpdwb
dudwbiujuhwmyud 0.5
Untinhunnpuwljubt wupumpbph dwupdwd dudwbwljuhwunyud 0.5
Yubjuhh gnpdwnbwljub ghijh hwydwpl 1
Luanuitbp (p) 3
q) Jbhpwbuwywd wnbimpuyhtt nhphunpbtip 0.5
Qhphunnpuljut upumptiph tugtignid 0.5
dhtwbuwjut dSwhiutinh ppbwynnnipyniLh 1
Juwpswuil Swhiubiph pubwynnniynii 0.5
Wihniuwh yupwptiph piwgnnnienib (recourse) 0.5
bhtwbuwynpiwd wpdtip (btipwnjuwy compensating balance) 15
NEYnipuuyghlt $wljmnphbigh Yawn 0.5
9n1wn ognin (recourse) 0.5
Ny ntinipuuyhtt pwljmnphiigh Yawn 0.5
Whhniuwh wuwpumptiph Ytipugnid (no recourse) 1
In1n ognin (no recourse) 0.5
Lanuititip (q) 8
n) bhtwbuwytiu piinniutjhnipyub ptbwpynid 0.5
[Hhnipu-ny ntynipu hwditidwnniynih 0.5
duwljmnphtigh wnwytinipynihiitin 3
dbuljmnphiigh phpnipLbbbp 3
Linuikbp 7
Lunhwbnip 25
fulinpp 2
Uwu  Quuthwith) dhuw l[lltll:l‘i?hu[;
w) scenario analysis with probability weighting, Ugtupuyhti 1
Unnbtigdwb qunuthwph tynid
Uwyuuynn 2V U Expected NPV-h puuguunpniynii 1
Onthnuwljub dSwhiuh wbh hwpyyunpl 0.5
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)]

q)

futinpp 3

P

bhpujwd dwhiuh wth hwyyupy 0.5
Capital allowance-ttiph hwyquply 1
<U-h Balancing allowance-h hwipquply 1.5
<wipuyhtt ywhwtth huwpuinply 15
Gpowbwnnt Juuhwwnh /Working capital/-h hwyuply 1.5
<wpyuplitipnid huipyh £ wntynid hwpyh Jowpdwb nipugnidp 15
(tax lag) 6hpn Jhpunnid '
Pwpap yuwhwbewnlh ugtup — cash flow + NPV 2.5
Uhohtt yywhwtigwipyh ugkiwp — cash flow + NPV 2.5
Swodon wuwhwbhpwpyh ugtiiup — cash flow + NPV 2.5
Probability weighting <unutwjubnipjub pnnid 1
Final expected NPV dJtipotujull uyyuuuynn 21U 1
Gqpnujugnipnih 0.5
Lanuittp 20
<wjubwlubnipnibitinh ypuw hhdtJwod inintigiwi
pugwunpniynih 1
Wnwytijnipynibtitinh phrmapynid 1.5
[¢tipnipynLbbbtiph phupnid 15
Lanuikup 4
Updtiph untindnid (NPV) 0.5
Pudttimbtiptiph hwpumnieynih 0.5
[huyh b wpuwhwbownpyh wiinpnynipnih 1
Ujuquwb nhuly 1
Mupwph $httwbuwynpiwb wgnbignipnia 0.5
Pwuditimniutiph $httwbuuwynpiwh wigntignipinih 0.5
Luanuitiin 4
Lanhwinip 28
Uwpu.
Quithwith) thuwynpbtip
“hyhnkntitinh weh Wnntijh 6hpwn hpuwnnipmnia 1
Utithwut juuyhwmuwh wipdtiph (Ke) 6hpn hwpuiny 1
Unnbh uwhdwbuwthwynidiiph pugunmpnipinid (3 Jtn) 3
Lanuikbup 5
‘Unp GUSK EBIT-h hwpyuny 0.5
‘Unp pudbtnniubiph pwtwyh hwyyuply 1
Lonhwinip pudttwmndubtph hwyyuply 1
Guwhnypeh hwyyupy (hwplhg htimn) 1
‘Unp URG-EPS-h hwpquiny 0.5

Qnponn EPS-h hwpguny
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n)

)

tutinhp 4

Uwiu

ju))

Q)

<witiduwnnipnih b kgpuijugnipynih

Lanuibttp

Uhjubwui yupumph huwpgunpy

Snnuuyhtt Swhauh hwyuny
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Luuld WACC-h huipquny

<witidunnipnih twpuwugodh tjudnwptipnipjui htinn
Banuijugnipynih (pinnibty/dtpdt) twpawaghdn)
<hpnphn $htwbiuwynpiwd wnwybnipynibbtph
phbhwpnui/wnijugh 2/

e L

N

Lanuikup
Lanhwbnip

Quithwtihp

bdnpupnuyhtt hipwynpdwd hwpyyupy

Qpudwuid yniuyh hipwyynpdwb puyitinh 6hpn Yhpunnid
<wdtiiwunnipinill b 6hpm wnwewpnipinii
bdnpupnuyhtt hipwynpiwl winwybnieniLatbtp
bdnpupnuyhtt hipwdnpdwib ptipniynibitp

Uwpu.
thwyynpttip
1

1.5

0.5

1.5

1.5

Lunudbibtp (w)

dynustiputitiph vwhdwbtinid

Owghnbtitinph vwhdwbinid

Uynithtinh vwhdwiinid

Lowmpnipjub hhdbwynpnid (nhuly, 64nionipinih)

6

Lunudtbap (p)

Luwnwlnni hwiwpdbipnipjubt qunuithwph pugunnpnieynih

pwnunphsttinh pugunpnipynil

N

N

Lanuitbp (q)
Lanhwinip
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