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[1 Turnover (operating costs before depreciation) Balance (Tax
allowable depreciation) Earning before interest and tax (Net interest
payable) Profit on ordinary activities before tax (Tax on ordinary
activities) Profit after tax (Dividends) Amount transferred to reserves
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[1 Time value of money: FV=PV*(1 n)n O Discount factor:[J [J [
O 0O 00O 21r0-nO Annuities: PV of deferred annuity=annual cash
flow*annuity factor*PV factor [ Perpetuities: PV of a
perpeturity=P0=annual cash flow/discount rate I NPV: 0 J 1 [

[J 2 0 0O 30 0 4 Recelpts: Payments: (wages) (materials)
(variable/fixed overheads) (administration/distribution expenses)
(capital allowances/tax allowable depreciation) Taxable
profits(EBIT) (Tax) Add back: capital allowances/tax allowable
depreciation (initial outlay) NRV Working capital 0-/n Net cash
flow Discount rate PV NPV Free cash flows=EBIT(1-t) capital
investment /-change in WC [ [J [ I factor: social responsibility,
risk, technical, economic, fiscal, CAPM limitation, reliability,
sensitivityanalysisd D 0000000000000 ooOn
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equation: (1 money rate)=(1 real rate)*(1 general inflation rate)
OWACC=Ke*EKd(1-)*DEDEDLO O ODOOODOOOOKe
\Kd \real rate[] (1 [J [0 [J 00 [J assumption: inflation rate [ [

[ EVA=NOPAT-capital employed*cost of capital [J [ EVAL [
[ O O Dividend valuation model: PO=D0(1 g) Ke-g O OJ [0 [

[1 assumption [ the returns on a two-asset portfolio: Rp=RaXa
RbXb the risk on a two-asset portfolio:d p=v & 2aX2d 2b(1-x)2
2X(1-x)Pabd ad b correlation coefficient=COVab/d ad b

[1 Modigliani and Miller’ s theory: MVg= MVu Dt L CAPM:
required return=risk free return systematic risk premium (]

[1 assumption/limitation I the arbitrage price model L1 APV:Base
case NPV (lssue costs) PV of the tax shield PV of interest savings on
subsidized loan APV C Corporate expansion and reorganization [
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of target company cash flow synergy\ Synergy: economies of
scale/scope/vertical integration, operating, head office, management,
financial tax shield, market power Problem to achieve Synergy
Methods: cash/equity shares/preference shares/loan stock Regulation
of takeovers Defend against a takeover bid: pre-bid/post bid P/E
ratio/dividend valuation model\ D Foreign exchange and interest
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exchange risk: transaction risk/economic risk/translation risk Hedge
[ O 0O O : Forward market/ Money market/Futures/currency
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