Welcome!

"Enterprise Financial model" software is:
» A simple tool designed for execution of financial estimates.
A training program that allows improving the level of your knowledge on the Economics.
» Large quantity of examples with comments and recommendations.

» Analytic unit that enables to estimate financial results from the position of property owner,
creditor or management.

We recommend you to get quick training (~20 min.) to facilitate the use of the product.

To begin the training press button 2 in the software toolbar.

Designations applied

# Signalizes about availability of advices and recommendations to the effected calculations
\
—=  Marks especially important comments or warns against problems

v Displays managerial decisions and summary that can be done on the basis of adequate
index analysis



Settings

Settings window is assigned to enter general information concerning the project.
New project function enables to organize a new (blank) Project.

_ﬂ To use «New project» function it is necessary to install the software

AlBl € | D | E | E J=H
] 1 | HEEENEE: ST, Adv. pureh.  Pureh. on eredit Sales pa
- . 3¢f rt
T |5 B Genaral data | Period aaa Taxes Oihers
A -
@ |2 lGenaral data
L E Em
= P I 1
S Company name: | campany 1] |
: .M Plan neme:; | Frant I
= | Pregarsd by: | Petrovas |
i [
2
177
178 o
17a Hew project
216
M7
See also:
General data
Period data
Taxes hames
Taxes rates

Payment period
Specify for each item

Others
General data

Company name - name of the company.

Plan name - name of the plan to be calculated.

Prepared by - information about the author of the calculations.
Currency code - description of currency of the calculations.

Natural unit of measurement -  description of natural unit of operating expenses.



Period data

Initial plan year - initial year of the software calculations.
Forecast period (years) - period of making calculations (from 1 to 10 years).

Including by months - quantity of years that the software displays by month.



Taxes description

Name - contains list of four standard taxes that are calculated by the software automatically.
¢ Value Added Tax (VAT);
e Social;
¢ Income Tax;
* Property Tax.

? The software also provides for possibility of specific taxes accounting see table "Financial
parameters" (taxes)




Value added tax (VAT) is the tax on the amount of increment value, calculated in the form of
margin between sales revenue, service revenue and cost of raw materials, semi-products that
are purchased from other manufacturers. Tax rate can differ depending on type of production.
VAT is included into product price by the seller and is paid by the customer. Assignments to
budget are calculated as the difference between VAT paid by the customer and VAT paid on the
expenditures included in cost of products sold.

Social is payment tax charged by the employer in favor of the employee. The tax amount is
calculated as the multiplication of appropriate interest rate by salary fund.

Income tax is the tax payable from the income of organization, i.e. from received revenues,
reduced by the amount of all incurred expenses. It is calculated as the multiplication of income
by tax rate.

Property tax is the tax chargeable to the property that is on balance of the company. It is
calculated as the multiplication of tax rate by average annual net book value of fixed and
intangible assets.

(e 1, Property tax is not charged to the property belonging to investments in progress

2. Property tax is also charged to the net book value of fixed assets which is determined in
the section "Balance influences"

Account repayment of VAT repayment out of budget: enables to set VAT received.



Tax rates

Rate (%) — percentage rate is specified regarding each of the taxes.



Payment period

Payment period - concerning each of the four taxes, the opportunity to select the following
payment periods is given to user:
e Inthe current month - tax payment occurs in the month of accruing;

e Grace period 1 month - tax payment occurs in the month, next to the month of accruing;

e Grace period 1 quarter - tax payment occurs quarterly.

\

L Regardless of selected tax treatment charge (automatic or manual) in the table "Financial
parameters"”, payments of taxes into budget occur in conformity with the periods defined in this

column (except VAT)



Specify for each item

Specify for each item enables to set different tax rates for each item of revenues and expenses.
If the selected type of accruing is "for each item", tax rates data, entered in this window, are
ignored. It is allowed to specify VAT and social for each item.



Others

Discount rate (%) is used for efficiency assessment of investments made. Economically discount
rate is rate of return of invested capital required by investor. In other words, using the discount
rate, it is possible to determine the amount necessary for the investor to pay today to obtain the
right to get estimated income in future. That is why making of key decisions depends on the
discount rate value, including choice of investment project (see example).

Enable software sheets protection  enables or disables protection of software sheets.
_=% 1. In the case of disabling the protection of software sheet, user gets access to all the
formulae of the software. Occasional or intended change of the latter may lead to incorrect

calculation results . We strongly recommend you NOT to disable the protection of software
sheets!

2. Checking of box protection is fulfilled by feature "Protected cell" of Microsoft Excel sheet. When
copying data from another book, remember that all Microsoft Excel cells have "Protected cell”
status by default and, therefore, will be protected from changes during copying in the software!

3. Presented examples are made to the settings, in which the separator between integer and
fractional numbers is a comma. Remember that your operating system settings may differ from
those given in Figures

Recalculate manually enables or disables manual recalculation of programmed formulae. To
recalculate manually press «F9» key. When changing into manual mode symbol «M» (manual)
appears in the upper left corner of each table.

_= Manual recalculation of the tables is necessary if there is large quantity of datum, because
Microsoft Excel may brake software functioning in this case

Table view

Display % advance / credit purchase  gives the user opportunity of detailed planning of
advance payment and grace period by specifying percentage of payments for each item of
revenue and expenses. When selecting this position additional column «% advance / credit
purchase» appears in the tables of the program.

Display O period data in the tables "Financial parameters” and "Balance" displays or hides
balance influences that enables to take into account influence of the activity occurred before
the beginning of calculations. When selecting this item in the table "Balance", additional section
"Starting balance" appears.

Display other incomes and expenses in the table "Financial parameters" displays or hides
block of calculations associated with other incomes and expenses of the project.

User's draft
<< open the previous table.
>> open the next table.
Add - create a new clear sheet (User's draft).
Rename - rename the selected sheet.
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Delete - delete the selected sheet.

Additional trends
See here for detailed use of the trends.

Trends of Table "Sales Plan" enables to specify modifications of prices for each type of
products.

Trends of Table "Variable Expenses” enables to specify modifications of prices for each type
of variable costs.

Example of use of additional trends in Table "Sales plan"
Example of use of additional trends in Table "Variable Expenses"
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Toolbar

o Add entry

Adds new position of products, expenses, investments or credits in the tables of the software.

= Delete entry

Deletes marked positions of products, expenses, investments or credits in the tables out of the
software.

x

Display years only / all periods
Displays / hides yearly data in the selected table.

Display / hide trends

Displays / hides general string of trends in the selected table.

2 To previous table
Opens the previous table.

ED To the next table

Opens the next table.

@ Settings

Opens settings window of the software.

< Mark table for printing

Performs marking of selected table of the software for printing. Possibility of separate marking
exists in the program with the help of module "Print reports".

! Run the program "Checking of calculations"

Starts application of the program "Enterprise Financial Model" that enables to check calculations
for compliance with basic rules of investment projects estimation.

¥ Help
Opens this help file.

2 Software operation training
Opens file of training.
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Trends

Trends enable to simulate rapidly different scenarios of business development without laborious
selection of initial data and also to take into consideration seasonality and inflation when
calculating. Trends are available in the tables: «Sales Plan», «Variable Expenses», «Fixed
Expenses», «Personnel cost», «Plant&Equipment», «Loans».

# Additional trends that enable to take into account modification of prices for each type of
products and expenses are available in the tables «Sales plan», «Variable Expenses»

To add the trend click button «Display / hide trends» on user's toolbar.
To hide the trend click button «Display / hide trends» on user's toolbar.

Example of use the trends




Totals line of minimal balance
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String «Min. balance » enables to check financial feasibility of the project (positive balance of
cash in each period data). Resulting column displays minimal value of cash within the whole
range of calculations. Value in each period displays accumulated balance of cash.

;ﬂ When calculating it is necessary to control positive total balance in each period. Otherwise,
even in spite of high economic parameters, project will be impossible to realize (the project is
financially unrealizable )

Example of financially realizable / unrealizable project
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Results of calculations
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Each table of the software contains vertical and horizontal results of calculations. User may get

acquainted with them having double clicked symbol A v .

There is opportunity to get additional information regarding each type of products, expenses,
investments and credits in the tables «Sales plan», «Variable expenses», «Fixed expenses»,
«Personnel cost», «Plant&Equipment», «Loans» and others. To do this, double click underlined

number in the column "Ne" of respective position in the table.
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User’s work space

Work space is additional feature of the software giving user an opportunity to:
« effect approximate calculations independently;
« perform necessary decryptions;

« make conclusions and notes regarding fulfilled calculations.
Display / hide button opens or hides user’s work space. With that entered data are not deleted.

# The software includes additional sheet "Sheet 1", which is user’s draft, that can be used for
every extra calculations
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"Copy to future periods" function

When calculating the project fairly often situation arises when original data are not modified in the
course of time (for example, sales volume of products remains constant). There is special
function in the program "Enterprise Financial model " (EFM) that enables to move entered data
to future periods using one click. To do this, highlight the cell, which value is necessary to copy,
and then press right mouse button and select menu item "EFM: Copy to future periods " or
simply press "ALT+S".
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Table 1. Sales Plan

Table «Sales plan » contains list of descriptions of salable products (services), terms of payment
(advance / credit purchase), unit sales price, VAT (%) (see «Specify for each item»), and also
sales volumes (in natural units) in each period data.

In the result of calculations totals of the table w ill be obtained:
» total volume of sales;

» sales revenues (is calculated as the multiplication of sales volume by unit sales price
considering trends);

« payments for VAT on revenues;

« cash in from sales of products.

# This table enables to browse results of calculations in detailed and general variant. See here
for detailed results of calculations

User’s step-by-step actions
1. Determine quantity of production types using «Add entry» / «Delete entry» buttons of toolbar.
2. Specify product names.
3. Enter unit sales price of each type of product.
4. Specify sales volume in natural units for each type of product.

5. Enter terms of payment for the products and percentage of products (% advance / credit
purchase) in the string «advance/credit purchase (days)». The products are shipped on terms
of advance/credit purchase (see «Display % advance / credit purchase for each item»).

6. If necessary, enter Value Added Tax (VAT) for each type of product, (see «Specify VAT for
each item»).

See also:
Description
Advance / credit purchase
% advance / credit purchase
Sales price
Value Added Tax

Period data




Description

Enter names of salable products in the column «Description ».

_= Names of products cannot match!

18
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Advance / credit purchase

Sale (purchase) of products and services on terms o f advance payment is sale (purchase),
whereby the customer pays total value or a part of the value of the products before delivery.

Sale (purchase) of products on credit is sale (purchase), whereby the customer pays total
value or a part of the value of received products after delivery.

Adv. purch.  [Purch. on credit | Sales price

Tahle 1. Sales Plan {th. rulx.) {0180 days) {0130 days) {th. rub.)

Table 1.

Ne Deserintion Adv. purch.  |Purch. on credit | Sales price
- | (0-180 days) (B-180 days) {th. rub.}
av - —
1 Product 1 4 15 1,00
r
Z Product 2 30 25,00
r
2 [ Product 3 N, 10

Calculation of advance and credit purchase subject to the following conditions:

1. Advance / credit purchase are entered in days. For advance purchase this is quantity of days
between the date of advance payment and the date of shipment of the products. For credit
purchase this is quantity of days between the date of shipment and payment date for delivered
products. Minimal advance / credit purchase is 0 days, maximal is 180 days.

2. The software minimal period data is 1 month. Thereat it is accepted that cash inflows
(outflows) are paid regularly during month. Therefore if advance (credit) purchase period is not
integer number of months  (for example, it is 45 days), and cash inflows (outflows) are paid
irregularly during a month (for example, lease payment occurs non recurrently for 45 days), then
for correct book keeping of cash inflows (outflows) it is necessary to round up the date of
payment receipt to greater integer quantity of months (see example of rounding advance
purchase):

1-29 days up to 30 days;

31-59 days up to 60 days;

61-89 days up to 90 days;
91-119 days up to 120 days, etc.

Example of sales on terms of advance payment
Example of sales on postponed payment terms (credit purchase)
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% Advance / credit purchase

% advance / credit purchase determines percentage of income that the seller obtains before /
after sale of products. Minimal percentage of advance (credit) purchase is 0%, maximal is 100%
(see «Specify % advance / credit purchase for each item»).




Sales price

Sales price for the products is entered in currency that is specified as primary currency of the

project. Price is indicated for each type of product and includes VAT. To take into account
seasonality of price change it is necessary to use trend for calculations.

21



Value added tax

Value added tax (VAT) is entered in percentage for each type of product. This column (see
«Specify for each item») is necessary if VAT rates differ for entered types of products. Minimal
value of the tax is 0%, maximal is 100%.

22



Period data

23

Volumes of sales of products in natural units in each period data are entered in columns "Period

data (units) ".

Talde 1. Sales Plan {th. rutb.)

T Min, batance |0 petiod |

jan 2011

| feb 2010 | miar 2610 |

apE 3000 | _may 2010 | jum 2010

22,90

16030 | 2T

11250

Table 1.
fan Ze Teb 2010 mar 20 apr 2010,
B {umits) {umits) {umit=} {uriits ) {I.l-'l"lﬂ}
C— r ¥ r L2
550,00 S04 50,00 50,00 50,00 5000
% 550,00 0,00 50,00 50,00 50,00 50,00 S0.00
= TOTAL: Revenues {incl, VAT 50,00 0,00 50,00 50,00 000 S00 50,00
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Table 2. Variable Expenses

Table «Variable expenses » contains descriptions of variable expenses (for example, expenses
to purchase raw materials and components), terms of payment to suppliers (advance / credit
purchase), VAT, and also amount of expenses as result of multiplication of the volume of selected
product type by the price and expenditure rate in each period data.

In the result of calculations these totals will be obtained in the table:
« variable expenses;
¢ VAT on Variable expenses;

« cash outflow concerning variable expenses.

User’s step-by-step actions
1. Specify the number of variable expenses using «Add entry» / «Delete entry» buttons.
2. Specify descriptions for each type of variable expenses.

3. Specify type of products, which sales volume will be base for calculation of variable
expenses or select "Total volume of sales".

4. Specify price of variable expenses per unit.
5. Enter payment terms concerning variable expenses: advance or credit purchase (days).

6. Specify percentages of variable expenses that have advance or credit purchase granted (see
«Display % advance / credit purchase»).

7. Enter Value Added Tax (VAT) if necessary (see «Specify for each item»).
8. Specify expenditure rate of variable expenses per unit of selected product type.

See also:
Description
Type of products
Advance / credit purchase
% Advance / credit purchase
Sales price
Value Added Tax

Period data




Description

Enter descriptions of variable expenses in column «Description ».

25
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Type of products

Type of products is used to select description of product, which sales volume is the base to
calculate variable expenses.

Table 2. Variable Expenses (th. rub.)

Type of products

Table 2.

Fign 1, en

Type of products

Description

Units sales price tremd (%)

r -
Variable expenses 1

r -
Variable expenses 2

r . Product 1
Variable expenses 3 Product 2

otal volume of sale

r -
Variable expenses 4




Advance / credit purchase

Advance / credit purchase

see table «Sales plan».

27
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% Advance / credit purchase

% advance / credit purchase determines percentage of variable expenses that is paid before /
after receipt of products (services). Minimal percentage of advance (credit) purchase is 0%,
maximal is 100% (see «Specify % advance / credit purchase for each item»).




Sales price

Sales price of variable expenses is entered in currency specified as primary currency of the
project. Specify the price (includes VAT) for each type of variable expenses. To display
seasonality of price change use trend for calculations.

29



Value Added Tax

VAT (%) see Table «Sales plan».

30
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Period data

Period data is used to enter values of variable expenses as expenditure rate of selected type of
product in each period data.

Adv. purch. | Purch. on cf odi
(0-180 days)  {0-130 ddays)

Sales price |Min balance | 0 period | jan 2010 feb 2010 |

700,00

Tvpe of products

Talde 2. Variable Expenses {th. rub.)

Table 2.

Ady.purch. Purch, on credit| Sales price TOTAL 0 period Jam 2010
{0180 days) | {0180 days) | (th.rub) {rate} rate)

Description Type of products

Units sales price trend %)
i Varkable expenses 1 ( rodiet 1 B

" Varkable expenses 2 'Qmumt 2 R

i Varkable expenses 3 =

" Variable expenses 1 Types of | E
=TOTAL: Variable expenses (excl VAT, pmdums J 000
=TOTAL: VAT anvaiiable experjses: 0,00

v = TOTAL: Variable expenses (gl VAT): om0
=TOTAL: Cash outflow: 0.0

= TOTAL: Advance payinents tolsuppliers: =
= TOTAL: Accounts payable to quppliers:
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Table 3. Fixed Expenses

Table «Fixed expenses » contains descriptions of fixed expenses (for example, costs of
maintaining buildings, leasing of premises), terms of payment to suppliers (advance / credit
purchase), VAT, and also values of fixed expenses in each period data.

In the result of calculations these totals will be obtained in the table:

« fixed expenses;

« VAT on fixed expenses;

« cash outflow concerning fixed expenses.
To take into account changes of fixed expenses it is necessary to use trend for calculations.
User’s step-by-step actions:

1. Specify the number of fixed expenses using «Add entry» / «Delete entry» buttons.

2. Specify descriptions for each type of fixed expenses.

3. Specify values of fixed expenses in each period data.

4. Enter terms of payment: advance / credit purchase (days).

5. Specify percentages of fixed expenses that have advance or credit purchase granted (see
«Display % advance / credit purchase»).

6. Enter Value Added Tax (VAT) if necessary (see «Specify for each item»).

See also:
Description
Advance / credit purchase
% Advance / credit purchase
Value Added Tax

Period data




Description

Column «Description » serves to specify the descriptions of fixed expenses.
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Advance / credit

Advance / credit purchase : see table «Sales plan».

34

Example of work with suppliers on terms of advance purchase (rounding of advance)

Example of work with suppliers on terms of advance purchase
Example of work with suppliers on terms of credit purchase
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% Advance / credit purchase

% advance / credit purchase determines percentage of fixed expenses that is paid before / after
receipt of products (services). Minimal percentage of advance (credit) purchase is 0%, maximal is
100% (see «Display % advance / credit purchase»).




Value added tax

VAT (%) — see table «Sales plan».

36



Period data

Period data is used to enter fixed expenses in each period data.
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Table 4. Personnel cost

Table «Personnel cost » contains descriptions and number of divisions, terms of salaries
payments and average salaries of employees. Personnel cost expenses are calculated as the
product of quantity of employees by average salary of an employee. To take into account change
of salary in time it is necessary to use trend for calculations.

In the result of calculations these totals will be obtained in the table:

 resulting value of personnel cost expenses (calculate as the multiplication of quantity of
employees by average salary of an employee);

« social on salary accrued,;
« cash outflow concerning personnel cost.
User’s step-by-step actions:
1. Specify number of enterprise’s divisions using «Add entry» / «Delete entry» buttons.
. Specify names of the divisions.
. Enter number of employees in each division into column «Employees».
. Specify average salary of division’s employee in each period.
. Enter salary payment delay (days).

o 0o~ WODN

. Enter payroll tax rate if necessary (see «Display % advance / credit purchase»).

Example of accounting of variable personnel cost in calculations

See also:
Description
Days payable salaries
% of days payable salaries
Employees
Social
Period data




Description

Column «Description » serves for specification of names of company divisions.
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Payable salaries

Payable salaries is number of days between salary accrual date and date of salary payment.
Minimal delay is 0 days, maximal is 180 days.

40
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% payable salaries

Enter column "% payable salaries " in percentage. It specifies percentage of Personnel cost,
which is paid by grace. Minimal percentage of grace is - 0%, maximal is 100%. (see «Display %
advance / credit purchase»).




Employees

Column «Employees » is used to specify number of employees of each division.

42
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Social

Enter percentages in column "Social (%) " for each division. It specifies social on salary accrued
of the employees (see «Specify for each item»). Minimal tax value is 0%, maximal is 100%.
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Period data

Period data (average salary) specifies the value of average salary of an employee of division in
each period.
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Table 5. Plant&Equipment

Table «Plant&Equipment » contains description of investments, term of depreciation, VAT and
also values of equipment payments in each period data.

In the result of calculations these totals will be obtained in the table:
« investments in progress;
« plant and equipment;
< VAT on plant and equipment;
« depreciation.
User’s step-by-step actions:
1. Specify number of equipment payments using «Add entry» / «Delete entry» buttons.
2. Specify descriptions of each type of equipment payments.
3. Specify term of depreciation of fixed assets (intangible assets).
4. Enter the amount of equipment payments in each period data.
5. Enter value added tax (VAT) if necessary (see «Specify for each item»).

See also:
Description
Depreciation period
Value added tax

Period data




Description

Column «Description » serves to specify descriptions of investment.
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Depreciation

Depreciation is used to accrue depreciation of fixed assets that are put in operation.
Depreciation period is entered in years.

Depreciation period of fixed assets (intangible assets) is the period in which this fixed asset is
planned to use.

e Depreciation of fixed assets starts from the month next to the month of the last investment
or the month of occurrence of the first income (later event is selected automatically)

Example of accounting of equipment depreciation




Value added tax

VAT (%) see table «Sales plan».

48



Period data

Period data is used to enter equipment payments in each period data.

49
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Table 6. Loans

Table «Loans » contains description, payment period, percentage rate, grace period on payment
(grace period) and loan amount.

In the result of calculations these totals will be obtained in the table:
« amount of proceeds from loan disbursement in each period data;
« residue of principal debt;
* interest payable;
* principal payments.
User’s step-by-step actions:
1. Specify number of loans of the project using «Add entry» / «Delete entry» buttons.

2. Specify descriptions of loans in the field «Description» (for example, “Loan from bank A",
etc.).

3. Specify loan conditions: payment period, percentage rate and also grace of payment (grace
period) on interest payments and principal debt.

4. Enter the value of proceeds from loan disbursement in accordance with supposed
(concluded) loan agreement.

See also:
Description
Loan payment period
Interest rate

Grace period
Period data




Description

Column «Description » serves to specify descriptions of loans.
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Loan payment period

Loan payment period determines the period of loan repayment (interests and principal amount)
and is entered in months. Repayment of principal debt occurs by equal parts since the moment of
the last receipt of loan proceeds.
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Interest rate (%)

Interest rate (%) is payment for the use of credit resources. Value of accrued interests is
determined by means of multiplication of outstanding principal debt at the end of previous month
by interest rate on the credit in a month (annual rate divided by 12).

L In the case of grace period, interests accrued for the period of using the credit, are paid
together with the first payment of principal debt
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Grace period

Grace period is the period of time since the moment of termination of use until beginning of loan
repayment. Thereat interest payments are accumulated for nonrecurring disbursement in the first
month after termination of grace, and principal payments are distributed uniformly on the rest
quantity of months.

A

) Quantity of months of grace period cannot be more than credit term

Example of grace period accounting




Period data

Period data is used to enter proceeds from loan disbursement.

55



56

Table 7. Other Source of Finance

Table «Other Source of Finance » enables to take into account:
- owners’ equity and payment of dividends to owners of company;
- others and short term liabilities;
- lease payments.

User’s step-by-step actions:

1. Enter owners’ equities and payments of dividends to the owners of company in respective
periods of calculations in the strings «Owners' equity» and «Dividends (amount)».

2. Enter proceeds from borrowing in the sections «Other loans received» and «Short-term loans
received» and also payments of principal debt and interests in each data period.

3. To take into account lease payments in lines:
» Advance payments for leasing (incl. VAT) - enter paid advances on leasing including VAT.
» VAT on leasing - VAT is allocated, that is paid in the sum of advance and lease payments.

» Leasing payments (incl. VAT) - paid lease payments including VAT.

Example of accounting of leasing operations
Example of nonstandard loan accounting
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Table 8. Financial Parameters

Table 8 «Financial Parameters » considerably expands capabilities of the software, enabling to
account for specific features of calculated business. With its help user can select one of two
variants (automatic or manual) to calculate depreciation, taxes, inventories, etc.

See also:

Description

Inventories

Taxes

Other incomes and expenses
Balance influences
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Depreciation

Section "Depreciation " enables to take into account nonstandard accrual of depreciation.

Automatic - in automatic mode calculation of depreciation is fulfilled in accordance with the
terms, specified in the table «Plant&Equipment».

Manual - in manual mode calculation of depreciation is fulfilled in accordance with the values

entered by the user.
Example (of nonstandard accrual of depreciation)




59

Inventories

Section "Inventories " enables to take into account in calculations raw materials and components,
finished inventories and unfinished inventories.

Automatic - in automatic mode calculation of inventories is fulfilled in separate module
"Calculation and analysis of product cost".

Manual - in manual mode value of inventories is entered by user in each period data.

# This version of the software includes only manual input of inventories. Additional block
«Calculation and analysis of product cost» will enable to calculate value of inventories in
automatic mode. Watch over new versions of the software on our Web site

User’s step-by-step actions:

1. Enter datum on planned remaining inventory of enterprise in value terms in the strings
«Inventories of raw materials and components», «Unfinished inventories» and «Finished
inventories».

2. Enter payment for raw materials and components in the string «Payments on inventories» in
accordance with schedules determined by suppliers.

# To calculate raw materials and components it is necessary:

1. To specify number of working days of manufacture, for which raw materials and components
are created (shelf life of inventories)

2. To multiply expenses for raw materials and components, calculated in selected period in the
table «Variable expenses» by shelf life of inventories and divide by 30 (humber of days in a
month)

_=% 1. Values in the strings: «Inventories of raw materials and components», «Unfinished
inventories» and «Finished inventories» - set forth planned remaining inventory of enterprise (but
NOT their change) in value terms for the end of respective period.

2. Pay attention to the fact that the product cost is not calculated in this version of software, i.e.
fixed expenses are expenses of period and are not spread on production unit. In this connection it
is necessary to account for finished products and work-in-progress only by variable expenses.

In the case of decrease of inventories, change in inventory become negative in cash flow
statement that automatically leads to cash reduction concerning operating activities and means
that the inventories were spent on sold products of enterprise

Example 1 (of estimation of raw materials and components)

Example 2 (of estimation of raw materials and components)

Example 3 (of estimation of raw materials and components)
Example 4 (of estimation of raw materials and components)
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Taxes

Section "Taxes" enables to account in calculations any accruals and payments of taxes.
_= If it is necessary to take into account several specific taxes in calculations, each of them is

possible to calculate separately in the work space, and then to sum up in the strings «Other taxes
(accrued)», «Other taxes (paid)»

i This table contains string "VAT to indemnify" that enables user to record manually VAT
repayment. To take into account VAT repayment, check box in front of respective option of
window "Settings”, and then maximize position "Value added tax"

Example 1 (nonstandard accrual of taxes)
Example 2 (accrual of other taxes)
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Other incomes and expenses

Section "Other incomes and expenses " enables to account in calculations other income and
expenses, and also advances given and received.

Other investment (financial) incomes - value of investment (financial) incomes is specified in
each period data.
Other investment (financial) expenses - value of investment (financial) expenses is specified

in each period data.

Other advances received (provided) - value of advances received (advance payments to
suppliers) is specified in each period data. Other advances are advances received (advance
payments to suppliers) that cannot be accounted in the tables of variable and fixed expenses or
sales plan (for example, leasing deposit).



62

Balance influences

Section "Balance influences " enables to take into account in calculations influence of the activity
occurred before beginning of calculations on enterprise’s balance. In this item of the table
"Financial parameters " values of balance items are specified in each period data. Initial values
(values of zero period) are moved from the item starting balance.

Example (balance influences)
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Table 9. Profit and Loss

Profit and Loss sets forth results of enterprise’s activity during period data and how these results
were obtained, i.e. by the method of comparison of income and expenses.

# Analysis of profit and loss statement will help to understand under the influence of what
reasons volumes of obtained income changed during the considered period

Revenues - value of the products shipped to customers. As a result of sale of products cash or
enterprise’s accounts receivable increase.

Variable expenses - expenses which value changes (increases or decreases) together with the
change of sales volumes of products. For example, cost of raw materials and components,
expenses for electric energy, etc.

Fixed expenses - expenses that do not depend on the volume of sold products, which can be
neither increased nor decreased during growth or reduction of manufacturing of products in a
short period of time. For example, costs of maintaining buildings, leasing of premises, etc.

# Revenues and expenses are taken into account in the profit and loss statement excluding
VAT and excise taxes

Salary - expenses for salaries payments (with payroll taxes).

Depreciation - calculation of ratio of fixed assets (intangible assets) primary value to their
depreciation period.

Operating profit - income obtained from operating activity. It is calculation of the difference
between revenues and sales expenses (including depreciation).

Taxes - all accrued payments to budget and non-budgetary funds, are included into calculation,
besides VAT, social and income tax.

Lease payments - accrued leasing payments (it is calculation of ratio of total amount of leasing
agreement excluding VAT to the quantity of leasing payments).

Other incomes (expenses) - incomes (expenses) from other (non-operating) activity of
enterprise (for example, income from the sales of fixed assets or income connected with the
payments for the services provided by credit institutions).

Interest expenses - all accrued interests on credits and loans.

Income before tax - value, obtained by addition of operating income to other income minus other
expenses, lease payments, interest expenses and accrued taxes.

Income tax - tax payable from the income of organization, i.e. from obtained income, decreased
by the value of all expenses made. It is calculated as multiplication of income by tax rate.

# In case of negative taxable income, the income tax is not paid and accrued value (negative
in the case of losses) decreases future payments to budget

Net Profit - the profit that remains at the disposal of enterprise after payment of income tax.
Dividends - part of enterprise’s net profit that is distributed among owners.
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Retained Profit - profit balance of income in period data after payment of dividends to the
owners.

Q? 1. In terms of sustainability, it is desirable that the main part of income formed for the
account of operating activity, and not at the expense of other operations that are random in most
cases. If the results of activity of the organization are determined by the values of other incomes
and expenses, then they detailed analysis and further control is necessary.

2. When making profit and loss statement, compare income and expenses during the period data.
However, income is not always equivalent to cash inflow and expenses to cash outflow.
Everything depends on payment conditions to suppliers or customers. Thus, income of the profit
and loss statement is not always equivalent to cash
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Table 10. Cash Flow Statement

Cash flow statement sets forth all cash inflows and payments of enterprise. The basis of
calculation is the difference between cash at the beginning and at the end of period accordingly
based on which the value of cash flow is estimated.

Cash flows in the cash flow statement are grouped in three key areas of enterprise’s activity:
- cash flows provided by operating activity;
- cash flows provided by investment activity;
- cash flows provided by financial activity.

L When calculating it necessary to control the presence of non-negative total cash balance in
each period. Otherwise the project becomes financially unrealizable

# Analysis of cash flow statement will help to answer the following questions:

1. Are there enough inflows from operating activity to finance working capital?

2. Is there enough cash on the account of enterprise to finance chosen investment program?
3. Is there a need (and to what extent) to attract additional sources of financing?

See also:
Cash flow from operations
Cash flow from investments
Cash flow from financing activities
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Cash flow from operations

Operating activity  sets forth operating activity of company (usually connected with
manufacturing and sale of products and services).

& Properly functioning organization must generate cash flow during operating activity. Without
it stable, long-term work, targeted at business expansion and development, is impossible.
Negative or insignificant cash flow from operating activity is a signal of coming financial problems.
In many cases, it is possible to compensate the lack of cash from operating activities selling part
of assets or obtaining credit, but it is not worth to abuse this. Such measures cannot be firm basis
of operating activity of the organization in the long-term perspective

Cash inflow from operating activity includes:

- actual payment for shipped products and services;

- repayment of accounts receivable;

- customers’ advance payments for future deliveries of products and services.
Cash outflow from operating activity includes:

- payments under items of variable expenses including VAT,

- payments under items of fixed expenses including VAT;

- personnel cost (salaries payments);

- payments to budget and non-budgetary funds;

- investments in inventories.

# 1. Increase of inventories (positive growth of inventories) will lead to reduction of cash inflow
during respective period (i.e. investment of cash in inventories occurs)

2. Decrease of inventories (negative growth of inventories) will lead to increase of cash
inflow during the period, because decrease of accrued expenses occurs for the account of the
use of the inventories created in previous periods
3. As far as operating activity in successful enterprise is the main source of income, then it should
be the main source of cash
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Cash flow from investments

Investment activity this is the result of purchase or sale of fixed assets and also securities.

& First of all investment activity relates to cash outflow necessary for expansion,
modernization, upgrade, and is possible if there is free cash in the organization, that is "waiting
for" more profitable investment. Sale of fixed assets and other operations associated with cash
inflow, are practiced by organizations in financial difficulties or for the increase of profitability of
business in general

Cash inflow from investment activity includes:
- inflows from the sale of fixed and intangible assets;
- income from sale of securities, etc.
Cash outflow from investment activity includes:
- expenses for the purchase of fixed assets (fixed and intangible assets);
- purchase of securities, etc.

# As far as during successful business the company usually seek to expand or upgrade
production facilities, investment activity in general leads to cash outflow
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Cash flow from financing activities

Financial activity sets forth results of enterprise’s work with raising capital during defined period
of time.

# Financial activity reflects company's ability to obtain financing from capital markets and to
fulfil its obligations. Financial operations are intended to provide additional inflow during shortage
of cash

Cash inflow includes:
- cash inflows from the owners (including sales of additional shares);
- obtaining new credits, etc.
Cash outflow includes:
- repayment of principal debt on credits and loans;
- repayment of interest expenses;

- payment of dividends to shareholders;
- lease payments, etc.
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Table 11. Balance

Balance sheet report  sets forth financial status of enterprise as of a certain date (for example, at
the end of report period). The balance sheet demonstrates a company as the holder of resources,
namely assets that are equal to the sources of financing, i.e. equity and liabilities. Managerial, but
not accounting balance is constructed in the program. Extended items of assets and liabilities are
formed on the base of profit and loss statement data, cash flows data and established initial
values of balance.

Previous balance enables to set forth enterprise’s activity before beginning of calculations.
Further change of flows as of current activity is conducted in the section "Balance influences".

# Initial values of the section "Inventories" — set forth in corresponding section of the table
"Financial parameters". Values of initial operations on leasing are in the section of leasing
operations of the table "Other Source of Finance"

What is the balance necessary for:
1. With the help of managerial balance it is possible to estimate business value.

For instance, there are two enterprises: bakery and dairy plant. The first one earns profit and
the second yields losses. Which of them will be more attractive from the viewpoint of potential
customers? Undoubtedly, the second one. As it possesses much larger production assets.

2. With the help of managerial balance it is possible to control assets and liabilities of an
enterprise. The managerial balance provides the head of enterprise with information about
composition and value of available property. At that it is extremely important to execute
complete control over the assets of the enterprise in order to prevent their loss or theft.

3. The managerial balance enables to observe dynamics of business development. The
managerial balance, formed during several months, indicates dynamics of fluctuation of
business value and allows estimating its growth, setting forth change of property value,
residues of cash and non-cash, products and components in enterprise’s stock, etc.

See also:
Assets of balance
Equity and liabilities of balance
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Assets of balance

Asset of balance part of balance that sets forth in value terms material and intangible assets,
owned by the enterprise, and also their composition and location.

Fixed Assets are the assets that have term of use more than one year: intangible assets and
fixed assets. Fixed assets include buildings, constructions, equipment, automobile transport etc.

¥ Fixed assets are booked on the balance according to complete expenses for their purchase
of their acquisition or market value (excluding VAT) and are depreciated during useful life

Intangible assets are organization expenses, patents, licenses, trademarks, etc. Intangible
assets are booked on the balance according to market value or purchase value (excluding
VAT) and are depreciated during useful life.

# On balance fixed assets and intangible assets are booked according to residual value, which
is equal to the difference between the original (purchase) price without VAT and accumulated
depreciation at the time of accounting

In the item «Unfinished investments » expenses are accumulated for unfinished operations of
purchase of fixed assets and intangible assets. Upon completion of the investments
accumulated expenses are moved to the item "Fixed assets". Since the following month upon
completion of the investments depreciation of fixed or intangible asset starts.

Current assets are the assets which, temporarily being in stock inventory, accounts receivable or
cash, can be converted into cash within one production cycle (or one year). Production and sales
cycle begins at the moment of payment to suppliers of raw materials and components and
finishes with money receipt for shipped products.

Inventories are tangible assets, designated for sale or use in manufacturing. Inventories
include the following articles: «stocks of raw materials and components», «unfinished goods»
and «finished goods».

Stocks of raw materials and components are taken into account by the value of their
purchase or by market value (minimal is chosen).

Unfinished goods is specified in this version of software as sum of variable expenses for
manufacturing.

Finished goods in this version of the software is estimated as sum of fixed expenses for
manufacturing.

Accounts receivable rights of claim that belong to the seller (supplier), as to the creditor, as
per unfulfilled monetary obligations of customers (beneficiaries) concerning payment of actually
delivered products, works or services rendered under the contract. Accounts receivable include:
accounts receivable from customers & buyers, advances to suppliers and advance on leasing
and other accounts receivable (e.g., overpayment of taxes).

Accounts receivable from customers & buyers this is cash that customers must pay to the
firm, those who purchased some products or services on credit.

Advances to suppliers payment preceding transfer of property, work performance or
providing of services. Advance is not a mean of guarantee to fulfill obligation, so in the case
of no execution of the contract under which the advance was introduced, it is subject to
return.



Other accounts receivable payments that form budget’s tax debt (taxes receivable).

Advance on leasing amount that is paid by the firm as advance payment for leasing.
Cash comprises cash balance available in enterprise's cash office and on its current accounts.

71
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Equity and liabilities of balance

Equity and liabilities  part of accounting balance that sets forth in money terms amount of own
and borrowed equities of assets of enterprise.

Total Equity represents owners’ equity and retained earnings , accumulated for all the time
of enterprise’s activity.

Long term liabilities balance of debt as per long-term credits (more than one year) including
accrued interests,

Short term liabilities  balance of debt as per short-term credits (less than one year) including
accrued interests,

Accounts payable liability to pay for products or services that were received or delivered.
Salary payable salary accrued but not paid.
Accounts payable to budget not paid accrued taxes, non-contributed insurance premiums.

Advances received from customers & buyers buyers’ prepayment on the account of future
deliveries of products.
Debt on lease payments balance of debt as per accrued lease payments.
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Table 12. Analysis

Table «Analysis » is used for the analysis of calculations made and includes the following items:

Setting useres parameters applied for tracking of values of selected parameters when making
calculations.

Financial Indicators allows for estimation of the company in terms of efficiency of investment
and to choose the most profitable variant of cash investment.

Break even enables to identify dependence of financial results from sales volumes of products
(services).
Financial analysis enables to estimate liquidity, financial sustainability and economic efficiency of
enterprise to determine its credit capacity.
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Setting user’s parameters

When calculating user often faces necessity to track the values of certain indexes. For example,
payback period should not be more than 5 years or profitability index is not less than 1,2 etc. In
this case, after each change in the source data one has to use the table "Analysis " to verify
fulfillment of set restrictions.

Table «Setting user’s parameters » enables to adjust from one to three significant indexes (with
this their names and links (as formula) to the respective cells of the software are entered). After
this window appears allowing to track changes in selected indexes during each adjustment of
initial data.

Description Function

Met Present Value (MPY)
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Financial Indicators

It is the table that represents the values of key indexes of project efficiency.

In the strings of the table cash flows of the project are set forth, which add up to free cash flow
(FCF). The Free Cash Flow is the cash remained at the project investors’ (creditors and
shareholders) disposal, that can be paid to them (as dividends or loan interest) without any
damage to the company’s business. Summarized amount of the FCF is normally used to assess
investment appeal of a project, as far as it is considered that any asset (including a firm) values
the sum equal to the net cash it may generate for its owners in the future. It is assumed that in the
last year the enterprise stops its business and all its assets to be sold out (i.e. the free cash flow
will be added with the residual value).

# When calculating the investment project, it is usually assumed that the costs incurred by the
investor prior to the start of the calculation should not be considered in the analysis of efficiency
indexes i. e., the column "0 period" is shown in the table of Financial Indicators “for reference”
and does not influence on the totals of the project (NPV, IRR)

In the result of calculations these totals will be obtained in the table:

Net value (NV) accumulated effect of project realization for the period data. Net value is
calculated as total value of free cash flows during all the period of project realization:

n
NV =" FCF,
i=1
where
FCF - free cash flow in interval i;
n - number of calculation periods.

Discounting it is determination of current value of cash flows related to future periods. Discount
rate it is rate of return on invested capital required by investor. In other words, using the discount
rate one can determine the amount that the investor will have to pay today for the right to receive
expected income in the future. Therefore, the value of the discount rate depends on key
decisions, including choice of investment project.

Example of calculation of NPV for two projects

# One of the ways of discount rate calculation is the use of weighted average cost of capital
(WACC):
E D

WACC = o+
E+D°" E+D

rp(l=T)

where
E - value of company’s total equity;
D - value of company'’s loan capital (usually value of long-term loans);
rc- cost of total equity (equity claims)*;
rq- credit interest;
T - income tax rate
* For simplicity some managers calculate the cost of equity capital as the sum of base credit rate
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and the risk premium. For example, if company receives loan capital at the rate = 15% per annum
and estimated value of the risk premium = 5%, the cost of equity = 15 +5 = 20%. In most
countries such the premium is equal to 4-5%, although it can be diversified depending on markets
and types of enterprises

Net Present Value (NPV) accumulated discount effect for the period data, calculated by formula:

NPV =-| + FCR
= (1+r)
where
FCFi: - free cash flow in interval i;
| - initial investments (investments on zero stage of calculation) in the project;
r - discount rate as per the project;
n - number of calculation periods.

NPV is among the most frequently used indicators of efficiency. In the general case the method of
calculating NPV consists of summation of free cash flows values, reduced to the current moment,
in all ranges of planning.

Free cash flow cash remained at the project investors’ (creditors and shareholders) disposal,
that can be paid to them (as dividends or loan interest) without any damage to the company’s
business.

# Interpretation of the net present value (NPV) may be different, depending on the purpose of
investment analysis:

- determination of the efficiency of independent investment projects (so-called absolute
efficiency), when decision to accept or reject the project is made,

- determination of the efficiency of mutually exclusive projects (comparative efficiency), when
it is concluded what project of several alternatives to accept.

In the simplest case NPV characterizes the absolute value of total effect achieved with realization
of the project and recalculated at the time of accepting of decision, provided that the discount rate
sets forth the cost of capital

In the case of positive NPV value, examined project is recognized as investment attractive, zero
corresponds to the equilibrium state, and negative value of NPV indicates inadvisable realization
of the project for potential investors.

# The negative value of NPV is not obligatory indicative of direct losses of investors (received
less than spent), but merely sets forth more preferred variants of investing

Internal Rate of Return (IRR) it is the value of discount indicator, at which zero value of NPV is
guaranteed. The formula corresponds to this condition:
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NPV = - +i—FCFi =
= (1+IRR)

The purpose of internal rate of return is to determine maximum cost of capital, which can be used
to finance the project, in which the owner (holder) of the project does not sustain losses.

# Calculated value of IRR is usually compared with the rate of return on invested capital
required by investor. If it is equal to or greater than those required by the investor, investing is
economically justified, if it is less, then, investments in the considered project are inexpedient

e 1 f comparison of alternative investments for the IRR and NPV leads to opposite results,
preference is given to the project that has greater NPV

2. IRR may not exist if net cash flows of the project change its sign more than 1 time

Payback period duration of period since launch of the project until payback moment (i.e., the
period after which NV is not negative). Assessing the efficiency of the project, payback period is
usually in the form of restriction.

Discounted payback period duration of period since launch of the project until payback period
taking into account the temporary value of cash (i.e., the period after which the NPV is not
negative).

Profitability Index (Pl) enables to determine relative characteristics of efficiency of investments.

Pl =1+
TIC"
where
NV- net value of the project;
TIC - total investment costs of the project.

Profitability index of investments answers to the question: what is the level of income, generated
by the project and obtained per unit of capital investments?

_= Indicator Pl is advisable to use for ranking available variants of investment in the conditions
of limited amount of investment resources

Evidently that if:
Pl > 1, then the project is accepted (when NPV>0);
Pl < 1, then the project is rejected,;

Pl = 1, then the project is neither profitable, nor unprofitable from the point of view of absolute
income obtained by the owners.

Operational Profit Margin  sets forth the value of operational profit per ruble of sold products. It
is calculated as ratio of operating profit to revenues:

ROS, = OP/Re,
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where
OP - operational profit of the project;
Re - revenues.

Net Profit Margin sets forth the value of net profit per ruble of sold products. It is calculated as

ratio of net profit to revenues:
Cp
Ros, =
>~ /Re

where

Cp - net profit of the project;
Re - revenues.
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Break even

Break even is efficient tool for making managerial decisions on sales volumes and prices of
products, level of variable and fixed expenses, purchase and usage of resources. Break even
allows answering the following questions:

a) what influence the lowering of sales price of products will have on profit;

b) what sales volume is necessary to cover additional fixed expenses incurred in connection
with possible expansion of manufacturing;

etc.

If there is no reliable forecast of the level of profit and expenses, then made decisions will be
extremely risky and could result in losses of the company. Thus, the purpose of break-even
analysis is to determine what will happen with financial results, if sales volume changes.

# This version of the software includes only general break-even analysis. Additional block
“Break-even analysis of production” will enable to make more deep analysis on the acceptance of
economically grounded decisions in the matters of:

- optimization of product mix, ensuring the highest possible profitability;

- adjusting of prices of products;

- planning of production output in those volumes, which will achieve the required payback.
Watch for new versions of the software on our Web site

Conditions of conducting break even analysis

The maim principle being he basis for the break-even analysis is the nature of expenses
behavior. Part of the expenses varies with fluctuations of sales volume, and another part remains
unchanged. The expenses of the first category relate to variable ones, and those of the second
belong to fixed expenses.

¥ Fixed expenses do not depend on the volume of production unless further development of
business would require increase of production capacity and managerial staff. Unlike variable
expenses, in case of sales volume decline, fixed costs do not change. The company is still
obliged to pay salary, lease payments and credit interests. Therefore it is profitable for the unit of
production to fall on the smallest amount of fixed costs, which is possible at maximum volume of
sold production

Behavior of variable and fixed expenses under fluctuation of sales volume

Variable expenses Fixed expenses

Sales volume

Per unit of product Per unit of product
Grows Increase Constant Constant Decrease
Falls Decrease Constant Constant Increase

When applying model of break even, the following assumptions are introduced:
» expenses are reasonably divided into variable and fixed;
« variable expenses change proportionally to sales volume;

- fixed expenses remain unchanged;
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* unit price is stable in the range included in the analysis;
« product mix of salable products remains unchanged;

« prices of the factors influencing the level of expenses, remain unchanged (i.e., price of raw
materials, lease value, etc. remain constant);

« the sole indicator influencing the expenses is sales volume.

Marginal income is the result of sales of products after reimbursement of variable expenses,
i.e. difference between revenues and variable expenses:

Marginal income = Revenues — Variable expenses
Example of calculation of marginal income

# Any kind of increase of marginal income is profitable for an enterprise

Cover deposit ratio (CDR) percentage of marginal income in sales volume:
CDR = Marginal income/Revenues
Example of calculation of the cover deposit ratio

# CDR demonstrates what percentage of the sales revenues of products can be used to cover
fixed expenses and to form income. The higher this indicator, the more attractive business from
financial point of view

Break even level this is the value of sales revenue at which company has neither loss, nor profit,
i.e. revenues after repayment of variable costs are exactly enough to cover fixed expenses.

Break even level = Fixed expenses/CDR

Break even may be conducted by graphic and analytic methods. Graphic method demonstrates
dependence of revenues, expenses and income from alteration of sales volumes. Intersection
point of lines of total expenses and income determines the level of break-even, i.e. of that sales
volume, in value terms, from which company ceases to suffer losses and begins to increase
profit.

Example of break even calculation

# In order to determine how close the company came to the border, beyond which activity
becomes unprofitable, the deviation of actual volume of income from estimated value of break-
even level is defined

Margin of financial safety demonstrates the percentage for how much may sales volume
decrease before company will sustain losses:

Margin of financial safety = (Revenues- Break even level)*100%/Revenues
Example of calculation of margin of financial safety

Operating leverage demonstrates percentage change of operating profit when revenue
changes by 1%. Operating leverage is connected with level of entrepreneurial risk. The higher
value of operating leverage, the greater profit (loss) from increase (decrease) of sales of products
enterprise obtains. This indicator is used to determine the sensitivity of operating income to
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changes of sales volume.
Operating leverage = Marginal income / Profit from operating activities
Example of calculation of operating leverage

stries: engineering and shipbuilding. Low level of leverage corresponds to food and light industry
or trade
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Financial Analysis

Financial analysis is obligatory component of the financial management of any company. The
purpose of such analysis is to determine the current state of business and acceptable parameters
of company, which of them should be maintained at current levels, and which are unsatisfactory
and require operative invasion.

The following groups deal with analysis of financial state:
- Managers for the purpose of running enterprise;

- Credit analysts to estimate credit conditions and determine company’s ability to repay its
debts;

- Owners with the goal to study efficiency of resources usage.

For the analysis of financial state will be required complex evaluation system of indicators that
characterize:

profitability;
efficiency;
liquidity;
stability;

# To make clear managerial decision there is a need to calculate and compare values of
indicators during several periods. Besides, it is useful to compare results with the standard. As a
standard we can use the coefficients for any and the most successful, in terms of management,
period of an enterprise or average industrial indicators. Remember that the influence of inflation
or seasonal factors may have a significant impact on the value of the coefficients
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Profitability Ratios

Profitability ratios characterize basic results of company’s activity, as its survival potential
completely depends on availability of sufficient level of profit. Besides that, investors want to be
sure, that the income they are going to receive will be more than in case of any other investment
with equal degree of risk.

Net profit margin  demonstrates value of income obtained per ruble of sold products. It is
calculated as the ratio of net profit to revenues for respective period.

Operational profit margin  demonstrates the value of operating profit obtained per ruble of sold
products. It is calculated as the ratio of operating profit to revenues during respective period.

& Difference of net profit margin from operational profit margin is in the fact that the latter sets
forth effectiveness of the basic business operations i.e. credit interests and other incomes and
expenses are not taken into account in calculations

Return on assets displays value of income obtained per unit of assets. It is calculated as the
ratio of net profit during respective period to the value of assets at the end of period.

# When applying this coefficient remember that one can make wrong conclusions about
decrease of return on assets if high-priced equipment appeares on the balance of enterprise,
which is not still used to manufactured products. Or return on assets may significantly exceed
trade indicator if assets on the balance of enterprise ate taken into account at the price much
lower than market one

Return on equity displays how much income was obtained per unit of capital invested by the
owners. It is calculated as the ratio of net profit for the period to the value of equity at the end of
the period.

¥ Low value of the coefficient may be the result of surplus equity relatively to borrowed cash
and indicate insufficient involvement of credits. High value of the coefficient can be also
undesirable because, if the leverage ratio is large, it can lead to high financial risk (remember
about complex estimation of indicators!)

Q? 1. In the "beginning phase" enterprise may work not at full capacity, and, therefore,
conclusions made on profitability indicators may be wrong

2. In the "growth phase" one should constantly monitor profitability indicators: the higher
they are, the better things are going at company

3. In the "phase of slowdown of growth" the most important indicator is net profit margin

In the previous stages the profitability can be not too high, as activity of the company was
just starting, but if the company reaches "phase of slowdown of growth", then, to all appearance,
all major obstacles have been already overcome. At this one of indicators of success is
stabilization of net profit margin indicator.

Upon achievement of "maturity” in the conducting analysis one should include one more
group of indicators, requiring special attention. These are return on assets indicators, as in the
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phase of "maturity" it is important to track investment activity of enterprise.

4. In the "phase of decline" occurs destabilization of all indicators of economic and business
activity of the company. It is necessary to monitor all indicators of business. However, remember
that not all of them can equally signalize about company’s problems. The most significant are the
indicators of liquidity and profitability. On the base of analysis of profitability indicators one can
make conclusion about possibility or impossibility of continuing company’s activity in accepted
direction
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Analysis of operating efficiency of enterprise

Turnover coefficients assigned to determine efficiency of company manages its assets and if the
value of each type of asset is acceptable for the current sales volume.

Total assets turnover displays the value of revenues corresponding to each ruble invested in
assets. In other words, how many times assets will turnover in the revenue for chosen period.
Ratio is calculated as ratio of revenues for the period to the value of assets at the end of the
period

# Reduction of turnover indicator means that investment in assets was not sufficiently
effective. In order to increase the indicator, revenue should be increased, and some assets are
reduced (sold). Remember that decision about selling of assets can be made only after complex
analysis of the turnover of each type of asset and liquidity of the company

Average collection period displays number of turnovers of cash invested in accounts receivable
during a year (month). It is calculated as the ratio of revenues to the accumulated amount of
customers’ debt at the end of period.

¥ |If there is a tendency to decrease the turnover of accounts receivable and credit policy of the
company of work with customers is not changing, then this may show delays in payment of
accounts receivable and be argument to improve work with clients and to estimate their ability to

pay

Inventory turnover ratio  displays number of inventories turnover to ensure current sales
volume. It is calculated as the ratio of operating expenses for a period to the value of inventories
at the end of period.

¥ The decrease of turnover indicator can mean the following:

1. The company invested in inventories too much cash, and surplus assets are unproductive
and represent investments with low or zero profitability

2. The company stores outdated nonliquid inventories

Accounts payable collection period characterizes the speed of the company to pay bills. It is
calculated as the ratio of operating expenses for the period to the value of debt to suppliers and
contractors at the end of period.

# 1. Increase of turnover indicator may mean that suppliers refuse to provide grace period.
2. Reduction of coefficient may set forth the fact that suppliers increase given grace, but may also
indicate problems with the cash that lead to untimely payment of bills
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Liquidity ratios

In financial practice "liquidity" means ability to turn asset into cash rapidly and without losses of
market value. For the company to be highly liquid, it is necessary to maintain certain ratio
between the period of transformation of current assets into cash and maturities of short-term
obligations. According to degree of liquidity there are: the least liquid assets ( stocks of raw
materials and components, unfinished goods and finished goods); rapidly liquid (accounts
receivable), the most liquid (cash in cash office and in bank accounts).

# Many credit analysts consider these coefficients sufficient to determine liquidity of the
company, as they show excess of current assets over short-term liabilities in case of complete
liquidation of the enterprise

Current liquidity coefficient  displays percentage of total short-term liabilities, which is possible
to repay, having sold all circulating assets. It is calculated as the ratio of current assets to current
liabilities. Required value is more than 1, optimal value is 2.

# Optimal value is based on the rule whereby as per a quick sale of the asset price will be
approximately half of its market value

Coefficient of intermediate liquidity displays the percentage of total current liabilities that one
can repay for the account of cash and proceeds from debtors. It is calculated as the ratio of
amount of accounts receivable and cash to current liabilities. Recommended value is 0,7.

Coefficient of absolute liquidity displays percentage of total current liabilities that can be
immediately repaid for the account of company’s cash. It is calculated as the ratio of cash to
current liabilities. Value of this indicator should not decrease below 0,2.

Q? 1. Values of liquidity ratios are higher than recommended values

For the creditor this value is profitable because his requirements are fully guaranteed by
borrower’s assets.

Owner or head of the enterprise can conclude that significant part of cash is withdrawn in
nonproduction low-yield assets and require to sell them if management is unable to prove that
this reserve is necessary for company to avoid problems in future.

2. Liquidity ratios are lower than recommended values

For creditor as well as for owner this means that there is a risk that the company fails to cope with
its short-term obligations.

Analysis of this factor allows making the following conclusions:

a) Due to the lack of sufficient inventory or shipment of products on credit the company is
loosing potential customers;

b) If the company provides its products to all potential customers and has no problems with
creditors, it has a competitive advantage resulting from the progress achieved in the skillful
management of inventory and accounts receivable.

Possible reasons of low values of indicators:
a) schedule of debt repayment does not comply with terms of cash formation;
b) the company spends more money than receives;



c) short-term liabilities are growing faster than the ability to obtain cash
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Stability Ratios

Stability of enterprise’s financial state depends on the structure of sources of capital (ratio of own
and borrowed cash). Low financial stability threats by potential problems in repayment of
obligations in future, i.e. by dependence of the company on creditors and by loss of
independence.

Equity ratio displays percentage of total equity in the total amount of equity and liabilities. It is
calculated as the ratio of equity to the total amount of equity and liabilities. Recommended value
is 50%.

# Need for total equity is conditioned by requirements of self-financing of enterprises, that is
the basis of their autonomy and independence. Particularity of total equity is that it is invested on
long-term basis, and is subject to the greatest risk. The higher its percentage in equity and
liabilities, the greater the buffer that protects creditors against losses and, consequently, the less
risk of business loss

Coefficient of financial dependence  characterizes company’s dependence from external loans
and is determined by the ratio of the sum of long-term and current liabilities to total amount of
balance. Recommended value is 50%.

# One should take into account that financing of enterprises’ activity only at their own expense
is not always advantageous, especially when production is seasonal by nature. Then, in certain
periods, cash will be accumulated in the accounts, but in the others cash will not be enough

Coefficient of financial risk  ratio of the sum of long-term and current liabilities to equity.
Recommended value is 100%.

¥ If the prices of financial resources (interests on credit) are less than income on invested
financial capital, then, attracting borrowed cash, you can increase return on equity

Net working capital (equity) part of working capital that is financed for the account of equity or
that what remains in enterprise’s turnover after repayment of all the current liabilities. It is
calculated as difference between the sum of current assets and current liability.

# Favorable for organization are terms of payment under which current cash received from
customers (accounts receivable and advances of customers) fully cover payments to suppliers
(accounts payable and advance payments to suppliers), so there is no need of investing their own
cash to maintain the uninterrupted payments to suppliers

" Creditors prefer that the coefficients of financial dependence and financial risk were as low
as possible, equity ratio and own circulating assets were as high as possible. In this case
creditors’ losses in bankruptcy or liquidation of company are reduced
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" Owners are interested in reverse, because return on their investments (equity) increases in
case of reducing equity ratio and increasing coefficients of financial dependence and financial risk
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Final managerial decisions and conclusions

" Competent manager must precisely estimate existing situation and choose possible and the
most effective combinations of solutions. At this the following steps should precede final
conclusions about financial condition of the company:

1. Assessment of current state of company and its changes in comparison with the previous
period

Reduction of coefficients may signalize that the situation of the enterprise is weakened;
growth - that the situation becomes more stable. Task of the first phase is not only analysis of
indicators’ dynamics, but also to determine the acceptable level of reducing calculating
coefficients. Although in some cases it is consciously allowed to temporary decrease the
indicators. For example, executing serious investment program: aiming at building and
equipping of manufacturing during record time, the company can carry out investments
exceeding its current financial capacity. i. e. to finance capital expenditure besides earned
income and attracted long-term loans one can use short-term loans and accounts payable.
This may lead to lowering of liquidity and financial stability indicators. Such actions would be
justified if the short period of construction will allow “not to miss existing market situation”.
Manager’s task is to find out the edge below which the situation will become critical.

2. Determining the reasons that led to change of financial situation of enterprise

One should determine not only reasons of problems, but the grounds for company's success.
At this it is important to determine in what area these achievements or failures exist: as a
result of effective operation or proper use of the results achieved, as a result of management
actions of the company or changes in the external environment (skilful planning of production
volumes and work in the warehouse; price increase for customers etc.).

3. Development of action program for the future
Combinations of solutions could be very diverse and vary from period to period. In times of
recession of profitability (for example, a seasonal drop in demand) particularly significant
becomes control over working capital (the volume of purchased stocks, timely deliveries of
components, the accuracy of the planned production volumes and the absence of stocking
warehouse) and the determination of acceptable value of investments Reduction of current
assets may create additional cash reserve to finance capital investments, for example, by
purchase of less volume of inventories (subject to the amount needed for uninterrupted
manufacturing) or receipt of cash from debtors-customers with shorter grace period.
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Limitations of demonstrative version

Unregistered copy of the "Enterprise Financial model " software runs in the mode of
demonstrative version. Limitations of demonstrative version

1. Blocked possibility to add or delete entries of tables 1-6.

2. Blocked possibility to change period data of the software.
To get full version of the software, please, complete registration card on the web site.



Module "Print reports"

"Print reports " module assigned for printing detailed reports of the project. Activation of this
module is effected via menu "Start>Programs>Simple economics>Enterprise Financia I
Model>Additional tools>Print reports ", or "Mark table for printing... " in toolbar.
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Module "Calculation check"

Add-on to the "Enterprise Financial model " software, allowing for verifying of the calculations for
compliance with basic rules of evaluation of the effectiveness of investment projects. To run the
application log in menu: "Start>Programs>Simple economics>Enterprise Financia I
Model>Additional tools>Calculation check" or "Run application 'Calculation checking'
toolbar.

in
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License

This End-User License Agreement ("EULA") is a legal agreement between you, either an
individual or a single entity ("Customer" or "you") and Management, Business, Investments
Consulting Group Itd. ("MBI").

1. INTELLECTUAL PROPERTY ACKNOWLEDGEMENT

User acknowledges that MBI is the owner of the software and documentation ("Enterprise
Financial Model" and it's components), and that it is protected by Copyright laws and treaties
worldwide. Portions of the Enterprise Financial Model are also protected by pending patent
application(s), trade secret law, and contract law. Users may not make any commercial use of the
“Enterprise Financial Model” code, and are limited to the uses granted in 2 below.

2. GRANT OF LICENSE
Provided you have paid all applicable fees, the EULA grants you the following personal, non-
exclusive, non-transferable rights:

(a) You may use the Software on any single computer; use the Software on a network, provided
that each person accessing the Software through the network must have a copy licensed to that
person; use the Software on a second computer so long as only one copy is used at a time; or
copy the Software for archival purposes, provided any copy must contain all of the original
Software's proprietary notices.

(b) You may not decompile, disassemble, extract or otherwise reverse engineer any of the
Software. You shall not have the right to obtain or use any source code for the Software, nor
copy, reproduce, or distribute the Software except as provided above. You agree not to rent or
lease the Software, nor use the Software to render time sharing or service bureau services.

3. WARRANTY, REMEDY AND LIMITATIONS
(@) MBI warrants only that the Software will perform in substantial accordance with the
accompanying user manual for ninety (90) days following your receipt of the Software. Any
Support Services provided by MBI shall only be as described in applicable written materials
provided to you by MBI Technical Support Services.

(b) Some states do not allow certain warranty limitations, so the restrictions of this Section 3 will
apply only to the full extent permitted by applicable law.

(c) MBI's entire liability and your exclusive remedy for any claim you may have against MBI shall
be, at MBI 's option, (1) return of amounts paid for the applicable Software; or (2) repair or
replacement of Software which does not meet the above limited warranty; provided you return the
Software to MBI.

(d) EXCEPT AS PROVIDED ABOVE, THE SOFTWARE IS PROVIDED "AS IS" AND WITHOUT
WARRANTIES, EXPRESS OR IMPLIED, INCLUDING THE IMPLIED WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE. Customer assumes all
risks as to selection, quality, installation, results and performance. MBI does not warrant that the
Software will meet Customer's requirements or that the operation of the Software will be
uninterrupted or error free.

(e) NEITHER MBI NOR ANY OF ITS SUPPLIERS SHALL BE LIABLE FOR ANY SPECIAL,
INCIDENTAL, INDIRECT, OR CONSEQUENTIAL DAMAGES WHATSOEVER (INCLUDING
WITHOUT LIMITATION LOSS OF BUSINESS OR PROFITS, BUSINESS INTERRUPTION OR
DELAY, LOSS OR INABILITY TO USE DATA), EVEN IF MBI OR ANY OF ITS SUPPLIERS
HAVE BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.
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4, TERMINATION

The license will terminate automatically if Customer fails to comply with the limitations described
herein. On termination, Customer must destroy all copies of the Software, including
documentation. Otherwise, this EULA shall remain in force until terminated. Customer may
terminate this EULA at any time by destroying all copies of the Software and providing notice
thereof to MBI.

5. UPGRADES

If the Software is designated by MBI as an "Upgrade" product, then you may only use the
Software if you are also currently a licensed user of the base product to which the Upgrade
applies. Unless the MBI documentation for an Upgrade specifically provides, you may not
separate upgrade products from base products, nor transfer them separately. MBI reserves the
sole and exclusive right to set its policies and prices regarding updates, upgrades and
enhancements. All other terms of this EULA apply with equal force to Upgrades.

6. DEMO VERSIONS

If MBI designates the Software as a "Demo" version, then the Customer's license rights under this
EULA shall extend for a never-ending evaluation period, during which Customer's use is
restricted solely to permit Customer to determine whether to purchase an ongoing license to the
Software. Customer may make a reasonable number of copies of the Demo version of this
Software, including documentation, for internal distribution, provided that any such copies are
unmodified and exact. Customer is specifically prohibited from charging or requesting donations
for any such copies; and from distributing Demo versions of the Software to third parties without
MBI's prior written permission. Demo versions are provided strictly on an "as is" basis and
Section 3(a) does not apply.



Technical support

Technical support is effected by our technical consultants at the addresses:

www.simplecs.ru/eng
litvinj@simplecs.ru

96



Versions’ history

Version 4.3
First English version :)
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FAQ

Help file shows significantly more total line and d ata than the software does. Why?
Answer:

"Enterprise Financial Model" software offers the possibility of unfolding and folding of results for
both tables in whole and individual types of products, expenses, investments or loans. Table
entry underlining, for example 1, or A v symbols feature that data can be represented in
generalized / detailed view. In details see here.

Is it possible to delete several items of products / expenses at once?
Answer:
There is such option in version 3.1. For this purpose select items which you want to delete and

press = - "Delete entry" button on the software toolbar .

Office 2007 blocks macros of the application. Howt o run the software?
Answer:

1. Enter the main menu (menu with commands: “Create”, “Open” etc.), then click “Excel
Parameters” button. In opened window on the right panel select “Trust Center” and then select
“Trust Center Parameters” at the right of the window. In newly opened window select “Macros
Parameters” at the left, then at the right of the window select “Enable all macros” check box. Save
changes .

2. Save the file in the format "Book Excel 97-2003".

How to consider price changes in time for each type of product?
Answer:
In version 3.1 it can be done using trends:
1. Click "Settings" button on the software toolbar .
2. On "Other" property page select items "Additional trends: Sales plan" .
3. Press "OK" button to save changes.
4. In table 1 "Sales plan" table double-click on any product number .

5. Lines under selected type of products will be unfolded. Price change in time is set in line
"Unit sales price trend (%)".

Why project calculation results by years do not coi ncide with calculation results by
months?

Answer:

The following concept is applied in this software: when selecting option of background data entry
by years in “Period data” section all data entered by user are uniformly distributed by months in
hidden columns of the software .

For example:

1. If user performs project calculation by months and adds a new position of investment
expenditures (for example “Equipment”) in the amount of 1200 rub. in January, then depreciation
of equipment will begin from March (in the month following the first month of equipment
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commissioning).

2. If user performs calculation by years and enters investment expenditures equal to 1 200 rub. in
the first year, then depreciation of equipment will begin from February of the following year only.
This is due to the fact that the software will distribute investment expenditures automatically by
1200 rub./12 months = 100 rub. per month during the first year. Thus, the last investment in
equipment will be performed in December of the first year and depreciation of equipment will
begin from February of the following year only.

Calculations under Contract for Services Rendered w il be executed according to the
following scheme: 5% will be paid 30 days prior to execution of works (prepayment); 95%
will be paid 30 days after execution of works (dela  y). How to specify such payments in the
software?

Answer:

For this purpose enter two types of products in “Sales PLan” table: the first type - "Advance
Purchase Contract", the second type - "Contract for Purchases on credit”". Set price in both types
of products equal to 1. Enter the amount of services rendered and set terms of payment
(Advance purchases / Purchases on credit, % and number of days) in the respective periods.

How to consider inflation in the course of calculat ions?
Answer:

Sales trends should be used for consideration of changes in product prices and expenses. In
details see here.

Is it possible to add new name of products / expens es not at the end of the table but
between selected cells?

Answer:

There is no such option in this software version.

How to account non-typical accrual of depreciation in the software calculations?
Answer:

For this purpose open “Financial parameters” table and select manual mode of calculation
“Depreciation”. Then enter accumulated depreciation within the respective periods.

How to account non-typical assessment and repayment of taxes in the software
calculations?

Answer:
1. Accounting of Income Tax, Uniform Social Tax, Property Tax

Open “Financial parameters” table and select manual mode of calculation against respective tax.
Then using keyboard enter assessed amount of taxes in respective period (or calculate it using
formulas). In this case payments by each type of taxes will be made with regularity selected in
"Taxes” table.

2. Accounting of other taxes

The software allows accounting any specific taxes in calculations (for example: Land Tax,
Transport Tax etc.). For this purpose open “Financial parameters” table, enter assessed amount
of taxes in line “Other taxes (accrued)”, and enter amount of paid taxes in line “Other taxes
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(paid)”.
Note

In cases when more than one “other” tax is present in calculations it is necessary to calculate
each assessment and payment (for example using User's work space) and then summarize
obtained results in lines “Other taxes (accrued)” and “Other taxes (paid)”.

How to account variable personnel cost in calculati ons?
Answer:

See example of variable personnel cost calculation here.

How to transfer entered data quickly to the next pe  riod?
Answer:

Select cell with data which should be transfer to the next periods. Then click the right mouse
button and in appeared menu select "EFM: Copy to future periods (ALT+S)". As a result the
background data of selected cell will be automatically transferred to the next periods of
calculations . Refer here for details.

Colors of “Print reports” module cells differ from those in help file. Why?

Answer:

Such situation may occur in some computers and is connected with MS Windows settings. To
represent “Print reports” module in “standard form” download it through: Start > Programs >
Simple economics > Print reports.
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Example of use of additional trends in Table "Sales plan"

Step 1.
Select position “Sales Plan" in the section "Additional trends".

Step 2.
In Table "Sales Plan" double click the number of product.
Result:

Screen displays additional string "Unit sales price trend (%)» that enables to take into account

price change with time according to each type of products.
et s R e P s S e s | Spi |

jan 208 | feh 20 | mas 2010 | apraiil |
[l 100 00 | 17280 | 3s8.08 |

R, A, purch,  FPurell. on cre | Sales price : e 20 | Feh 2000 | mar 2000 | ape 2010
Al OO iy ) i i) T o {umits) - (Uit} {undtzy (unite) units)
ik Priwtlucd 1 | 1,00 300,00 180,00 TM. 100,00
I Lunkssies price treni %) | i g% . i
L Revanuas fincl 16T 318,00 000 00,00 jﬁt‘iw ERLiN )
L MAT o aviiioss 48,08 aaf Sar;sr;p;ce e 178
bk gdamce sakes o,on o g trerd Al (X
L sdvances reveied frame costomers & bayels (haiance) Z 0 fa0° - - a0
L Credt sales 0,00 00 0,00 000 o
i L 2epnounts racaivabia fram custamars £ huders (Balense) - 09,08 0,00 (4.} ooy
2| Product 2 [ 0,00
= i TOTAL: Wolume of sales (th. tons) 300,00 0,00 03,00 A A00.00
= TOTAL: Revems (mcl, VAT): 315,00 oo (g 10500 100 )
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Example of use of additional trends in Table "Variable expenses"”

Project of sales organization of household appliances is being considered. We know that
purchase value of products type "Vacuum cleaners" increases in January by 1%, and in February
by 5%. Purchase price of products type "Refrigerators" increases in January by 2%, and in
February by 3%. It is necessary to take into account specified modification of prices in
calculations.

Step 1.
Select position table “Variable Expenses” in the section "Additional trends".

"Genaral data | Petiod data

[ Recelculete manusly.

Step 2.

Successively double click each number of variable expenses.

Min. balance | Operiod | jan 2010 | feb 2010
(EA] | ‘850000 7 33 58

Table 2. Yariable Expenses (th. rub.)

Table 2. /.

Plan 1, codranclc Th rub”

i d jan 2040 feb 2010
Desgcription TOTAL (rate} trate)
Wacuum cleaners = 1,00 1,00
L it ssles price frend (%) z 19 5
L \arabie sxpanses (inct WAT) 13 150,00 0008 105000
L A Ton varfable expenses 200593 540 S o7
L Advance purshases 0,00 0,00 0,00 2,00
L Advance payments to sypelisrs (halance) - .00 eRer g
L Purchases on credit 0,00 o000 &00
L Accounts payabie to suppliers (balgnes) - 000 &0
‘_‘x_?'(lluefamm - 1,00 1,00
L7 2FOTAL: Variable expenses (incl. VAT): 39 610,00 3050000  3110,00

Result:
Additional string "Unit sales price trend (%)", enabling to display specified modifications of prices
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in calculations, will appear under each item of variable expenses.
| Min. balance
| 000

Teb 2010
7 330,68

Table 2. Variable Expenses (th. rub.)

el = an 2010 feb 2010
Hz Description TOTAL } (rate) (rete)
L | wacuum cleaners y 1,00 1,00
L Uing zafes price trand (%] : 1% S%I
L Variabie expenses (incl VAT) 13 150,00 0 100,00 105000
L 1T on variahle ¢xpenses 2 005,93 T 540,68 e
L fetvance purchases 0,00 0,00 0,00 0,00
L agvance payments o suppders (balance) - .00 00 .00
L Purchases on credit oo o.00 00
L Accounts pavabie fo suppliers (balance) - a0 2,00
Refrigerators i 1,00 1,00
b 13t males price trend (3] ) 25, 32|
L \ariabie expenses fincl WAT) 26 460,00 2 L0068 2060,00
L AT on variable expenses 4 036,27 ER AR Jnd2d
L Agvance purchases 0,00 0,00 6,00 0,00
L Agvance pavments to suppliers (bafance) - o0e 0,04 0,00
L Purchasss on credil 0,00 000 0,00
L Accounts pavabie to suppiizrs (halanee) - oog 0,00
4T =TOTAL: Variable expenses (incl. VAT): 39 610,00 3050000  3110,00
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Picture below illustrates modifications of calculation results of the table «Sales Plan» when

entering values 0%, 5% and 10% in the string of trends.

176

# slEl & | D J K i Il N
=l Min. batance | Opericd | jan 2010 feb 2010 | mar 2010
- ) 0,00 B0 (] 7280 T
p 3
-2l e
g [ L
da

1. Operiod | jan2040 | feb 2040 | mar 2010
» 11 :"i i Eriptions T‘:T:" (units) | {units) | (units) | (units)
@ 13 Units sales price trend (T&) n o P 10%
“El1a L Product 1 300,00 10,00 104,08 10,00
o g 55 2 | Product2 0,00
g 1152 .. = TOTAL: Volume of sales ith. tons): 308,00 Wy iy 1wl
2 156 = TOTAL: Revenues {inck VAT): 315,00 100,00 105,00 10,00 |
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Example of financially realizable / unrealizable project

The cash flow statements of the same company are given. The given tables demonstrate that the
project on the top is unrealizable (net of cash of the project is negative) and cannot be accepted.
In the project on the bottom side company takes credit, thereafter the project can be realized.

T T

oo | -5.00

[ Bin. Bal
5,00

Table 10, Cash Flow Statemment (th. rulb.)

| §
|

Tabkle0, ¢

et R R P T 1

= Description ToTAL Operiod | jan 2010 feb 2810
A |
av CASH FLOW FROM OPERATIONS
t | Tashin 100,00 LR 0 0,00
F Recewabla Faymanis
100,00 0 (e 100,00
3 Cagh ol 105,00 0,00 0,0 405,00
4 Vanable paemnents 104,00 0,30 [efee] 105,00
e gt T
e M e e e
Cash Moy pronddisdArset by Mimancing
aciidties
Chanpe im cash and cash agunalents
Het Cash at the end of the period
| {accumulatad]
Project financially unrealizable
[ R SR g [Min. balance | Operiod | jan 298 | feb 208 |

a,nn | T | 1.00 | 1 0o0

Wa Daeseriptian TOTAL | 0peried | Janze | fen 2010
L L

P CASH FLOW FROM OPFERATIONS

1 | Cashin

2 Rceiable Paymarls

3 Cashout

g Warable paprnents

et e e N RO

1@ | Cashin
18 | Ccashom

Cagh flow providediesed by fitsancing

acthities

240 | Change in cash am cash equnabants
Med Cash at the end of the period
{accumulsted) -

OM  Drgject finaneially
| realizable

B

Project financially realizable
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Example of sales on terms of advance payment

Shipping of products for the amount of 100 rubles (at the price 1 ruble per unit) is fulfilled on
terms of 100% advance payment during 60 days until actual shipping. With that advance payment
for the products (advances received from customers) forms enterprise’s accounts payable.

Tabie 1. Sales Blan {th. rub. nor.purch:. l‘u.mtmdltfwcwllwlm.bduu! 1 period jm“z:iﬁl fef:?rﬁl‘_lﬂ n:{;z;n;lﬂ I

Adv. purch, iﬁuth on credit | Ssles price 0 period tan 20 feb 2010
0-188 daysh | (080 days) | (e nshd {unis) {unash | {units)
Product 1 C Bl = 2,00 j 100,00 [
L Revenges o WA T) gy - 100,00 L] a0 A0
L T o pevemas Bt [ a0 a0
L Adhirids St 1o 0.00 0,00 i
L Acvances received fram cushamers £ buyefs {halance ) - 0.80 .{-—m—hw
L Creat s o ano B0 days a0
L Aevounts receiabin o costomery & Hapes (BERA] 3 Q00 0,00 X
Product 2 non ] | |
e = TOTAL: Vohie of sales ith. tons): 100,00 | 0,00 o0 100,00
= TOTAL: Revenises (el VATY 100,00 0,00 0,00 100,00

;ﬂ The picture below represents table "Sales Plan" in detailed variant. See here for detailed
and generalized variant of data representation

;ﬂ Advance payment for salable products is permanent “interest free” source of enterprise
financing. This may help you to earn additional income and to have more cash available
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Example of sales on postponed payment terms (credit purchase)

Shipping of products for the amount of 100 rubles (at the price 1 ruble per unit) is fulfilled. 50% of
the value is paid by the customer on actual basis of shipping, for 50% 15 days credit purchase is
given. With that customers and buyers receivables form enterprise’s accounts receivable.

Agw.purch. |Purche on eredit|% adu. f credl | Sales price | Min. balance | Operiod | jan2000 | (e 200 |
101810 gy (160 dayx) | purchass fth. rubng | 0,00 | | AT | acei

Tabda 1. Sales Plan (b, rub,)

Adv. purch.  [Purch on credit | % adu, {orodst | Sshes price |
A0-AS0 iy} (8- 180 dluyi) parchass | (. fuln) i

jan 2018 fed 2010
farifteh fanits)

TOTAL
ar

L Product 1 - B0 1.0 :) 400,00 100,80

L Repnases (el WAT) ~— 100,00 fia 0 000
-
L T an miveaues ™ 0,08 e 0,00
-
LA kinci aslan T e 130 a8 00
M o~
', . -
L Adusmcss sacaisd fove duslonners & Bl (idiance) - [1E0) T (121]

L Croait sasrs 24,00
— —-] L dcmmnts rrcefvahie oo cRsmers & fagers (halanesy . s e o
2 | Provict 2 - | | ooe | 15 days 50

ir

= TOTAL: Walume of sales (h. lons): 100,00 I 100,/0% 0,00
= TOTAL: Revermes (ncl, VATE 400,08 0,00

;ﬁ The picture below represents table "Sales Plan" in detailed variant. See here for detailed
and generalized variant of data representation

_ﬁ Provision of credit purchase promotes increase of sales, but each unpaid invoice is direct
loss which decreases income of enterprise. In most cases it appears that it is impossible to
consider these losses before their occurrence. To decrease risks of loss of income, please,
determine what sales volume on credit is optimal for your enterprise. Pay special attention to
customers’ paying capacity
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Example of work with suppliers on terms of advance purchase (rounding of advance)

Monthly rent payment is 100 rubles. In accordance with agreement this payment occurs for 45
days (nonrecurrent 100% payment) before rendering the service. In this case to calculate leasing
cash outflows correctly it is necessary to round up the advance purchase to the integer number of

months, i.e. to enter in column «Advance purchase» 60 days.
[Pureh, on eredit | Min balance | 0 poriod  jan 200 fab 2040
| 20000 166000 | S08s00

Table 3. Fived Expanses i rul)

Tl 2018

0,00 100,08

L Ehgd expernses (el WAT) — 00,00 o0 Hede0
L WA o i evpensns |/ Roitid uip the advance | e 0.0 0,00
b Advance porchases L purchaze Jﬂl.ﬂu 10009 100,00 00,00
b Adiance paymonds o sapplers (halanc) ! - 1009 200,00 200,00
L Powghaoes on crmdt o .60 L]

o 8.0d

L Aceounls payaddd to swolisss (didacs)
= TOTAL: Period data selacted by user: 5 1,08 1,80 1,00
47 =TOTAL: Fixed Expenses (inck VAT): | 300,00 0, 100,00




Example of work with suppliers on terms of advance purchase
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Monthly rent payment is 100 rubles. In accordance with agreement this payment occurs for 60

days before rendering the service.

Table 3. Fied Expenses (Eh. ruh.j

Tahkle 3.

Plan 1, currency: ™ mb?

Purch. om czade | b, halance
0,05

Fn 20| fob AHD
1ECDOD |

3 035 00 3 0045 00

R
L Flmd axpenses finz) WATI
L 144 oo sl mpisnsas
L advanze purchasns
L tavanes papreents do suppfare (Datiues)

L Surchgsns an credf

| Lacoounts papabi o sippiers dbaiance)
= TOTAL: Period data selected bnfuser:
+¥ = TOTAL: Fired Expenses (mcl, VAT):

EL

G000
2

(LR
SO0

e 160,00 a0
Be0 0.0 o
e [ fa]
20,0 5000 300
o [ G
.60 iR .00
180 1,00 1,00

'# Remember that giving advances you credit your supplier free of charge and decrease

volume of enterprise’s spare money
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Example of work with suppliers on terms of credit purchase

Monthly lease payment is 100 rubles. In conformity with agreement this payment occurs in 30
days after rendering the service.

Adu, parche  Purch, on crodi | BMin balance | @ | 2w feb 2040 mar 2H8
Tabde 3, Fieed Exprraes (th. rub.) il s —@;‘:"" !'v"-wm—l--»;?n '—'—""W“'*'r—""l

Table 3, ri
Blap 1 cavedaty Thon!
Ad, parch.  Purch, on coodd T - & " N
:‘: Bratsiptinn 10 | 8-1R diys 1::!':]. prr#nd Jhn 200 el 20 | mar 20
10| Hent C n 2 00, 1840 100,00 10000
L Fad spenses dnel WAT) RILE ] LI TN, Gt AL
L VAT an fad axpapses 0o oog a0 g
b Aovanee pachdses L [eAEn) 005 {eXn e (3]
L digvaniss PEets 1) et (ke ) - o o [ekni) L
S Punchases an crasi 004 0.0 1,00 F00
L decounds payahie 1 susnilars fhalansal - 100,00 A0 A0S
= TOTAL: Period data selected ing uses: 1,00 1,4 1,00 1%
47 = TOTAL: Fixad Expenzas fincl VATE T A0 100,00 10080

# Credits on purchase are constant source of non-interest financing for enterprise. Postpone of
payment may facilitate to earn greater income and to have more cash in disposal. You should
estimate recipient of payment and to determine how long you can reasonably delay payment
period, of course without additional financial expenses and decrease of credibility
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Example of accounting of variable personnel cost in calculations

Enterprise fulfills project concerning sales of household products. At marketing division of the
company (number of employees 1) average salary amounts 20 thousand rub. + 3% of income in
the current period. It is necessary to take into account salary in calculations.

Variant 1 . Accounting of variable personnel cost i n total amount of personnel cost
expenses

This variant can be used if it is important to allocate total amount of personnel cost expenses in
order to fulfill analysis and to accept managerial decisions.

Step-by-step actions:

1. In the table "Personnel cost " in the first period of accruing enter in cell =20+'01-Sales
PlanL156*3% , where '01-Sales Plan''L156 is reference to the cell containing total income of
the first period.

2. Distribute this formula to the rest periods of calculation.

k14 - ] =20°01-Sales PlanIL15573%) =
:';35 FSEIE= i I i | kK T L T ™ T

1] —— i bal 0 periad Jan 200 | feb 208 | mor 200 aprinn |
- T T’H”“"p'm; mewa 0,00 &1 01 |- s | ~ 485 co |
E ME-
2=
< 0 pring Jan 2040 feh 2090 FIET i

E [t an ThaT apr
T :h' Description 'T:" faver.gal) | {aver.sal) | (wor. sal} | faver.sal) (aver sal)
& ST T | sueiisin . I sognl s 0,00 60,00
JE|1EE = TOTAL: Period data sehected by iiser: 1,00 1 1,00 1,00 180
P 122 4T = TOTAL: Salary fincl Social); (1] 088 0,00 0,00 [T
Variant 2 . Accounting of variable personnel cost i ncluded in variable expenses

Choice of the second variant of personnel cost accounting is recommended in case when you
use break even in order to accept managerial decisions, because during the calculations more
precise accounting will be obtained in comparison with the first variant, where variable
expenses are understated and fixed expenses are overstated by the value of variable
personnel cost.

Step-by-step actions:

1. In the "General data" (Settings window) enter in "Taxes" > "Value added tax (VAT)" and
select position "Specify for each item". After this operation set VAT for all types of products
and variable expenses.

2. In the Table «Variable expenses» create new type of expenses: «Variable salary of
marketing division», and in the column «Type of products» select «Total volume of sales»,
equate «Sales price» to 1.

3. In the first period of salary accrual write in the cell "jan. 2009 (norm)" value 3% and
distribute specified value to all the rest periods of calculations.

| Tabie 2 Warible Experrscs (ihe rubi) Type of peoducts  SUERROEE | gy '“'":;:“”“'! *peind

o FI1E ol 2000 e 200 e M0
0,00 1524 §5 2556 56 86375 |

Descrption Type of produsts

Salus price. VAT () - ¥ jun 2018 fob 200 e A0 apr 2610
b rub) | cdrete) trete) (ratep (rakap

Unetss sals prics from Cag
Warlable expenses 1 Product ¥ 15,25 1RO

AT BT &57 357
2 Variabs salary of marketing dssion | Total uoleme of saies 1,0 nAn

noy o0 03 I
LEes o

= TOTAL: Variable sxpensas incl VATE won
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4. To take into account social on salary accrued, it is necessary create extra item «Social» of
variable expenses in the table «Variable expenses», a and in the column «Type of products»
also select «Total volume of sales», equate «Sales price» to 1.
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Example of accounting of equipment depreciation (since the moment of receipt of the first
income)

Computer at the amount of 100 rubles was purchased and put in operation in January 2010.

Depreciation accrued since August 2010 (month next to the month of the first income receipt).

The computer was planned to use during 3 years.
T =

= =5 e S o D e SO I S S
< Deprecisiion | Min.balsoce  Operiod | jan 2010 | feb 38 Wl 3H0 | aug 018 | sep 2000
‘| A, P RMSOEEEGIMpIRT N T “10p.08 0.0 1o0.00 SOBER | Goos
=
¥
" [ — ""‘"“‘:.""""5' ToTAL  Opmriod | jm20i0 b aia | augaifs | sep 2o
8 iT a :
4 1 Compuibe 1 190,00 ':_m.a’
45 L frvestims nds (ot 1A 7] 10000 180 2 a0 B2 e
16 L LA T o inwesrmends 1535 £, 5 0,0 200
'EE L e shoends faecd VAT, actamidersdl - e;,.“, tondh met fio e montf B4, 78 4,78
1:§ L it ods it prcess (o, KAT) 7 10, 1 1 frstmcamaimcal U o5 am
g L owiial vt - 300"
20 L Qg iotiog 7T 0,00
b Depresicion faceinuktliea] - P
? Tin. CalgesteDperiod | jan 2010
2 —_ Tauhe 9, Pl sl Loss (Bh. ) o T i
ar
1
DBascription ToTAL Dporked | jan 2010 |
av -
' | Hmenues 168,48 nop 0
2 | Uperaling expens : =
- = i it a0
3 Wanakie eapenses nan ana g'm.l
4 Fiead szpenzes nan am om na
3 | Ealary nan opa om oo o
=] Disprecialion M7 003 m 0o 00
! | Operating profi 157,72 n.0g nm nan 15848
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Example of grace period accounting

In January 2010 company received credit at the amount of 100 rubles for a period of 3 months at

interest 10% annually. Grace period of 1 month is given to pay principal debt and interests.

Lion peymend | Mlerost roee - Gréos period | Wi, Gaseein | @ peeiod | jan 2610 | Teb 200 | mar 200 apr S0 |
Tabile B Loans . rob. et i % D) {itai I om 1] (LT T~ ) IR TR |

Takle &

Loan pegned | rinvest eate | Grace pisrd
e parind fmnrghi l % ymar) Hmrrhi
L] Loant £ T [ T To8an
L B S0 K ] 18 M o 550 0,
b Dot sahleg vald fies ivopliead - At betr ) 1 e A0, 0
L Onst it neckings ol e dnigininieg o R pafrond - 0,00 R Tt 50,03
L OystadeniAng daby gt it anes of e irind - o, 00 0,00 a5 Ay a0
L fefavast acivnsd a0 o o a8 04z
L feteredd paid a8 o e 18T [P
=) L Privciour ey 103,38 0,00 o0 S 0
A% = TOTEL Proceeds from loans
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Example of accounting of leasing operations

Lessee purchased equipment, with that total amount of leasing deal of 100 rubles including VAT.

The lessee paid 20% of advance in the first month, and repaid the rest amount during 2 next
months. It is necessary to display these payments in the software.

Step-by-step actions:
1.Enter advance in the amount of 20 rubles.
2.Take into account two leasing payments, 40 rubles each.
3.18% VAT is allocated from advance and lease payments.

[Hin. bdenes: | 0 pericd | jan 2610
goe- | o | ED

Table & Other Source of Finance b, rub.j

Table T,

Aian |, cuprendy. Uhorab?

i

B st

2 Amwnci payTrenls o lsging (g Ty

HWIT an leasing

11

Leasing paymends drcl. WaT)

Result:

1.In the profit and loss statement lease payments are accrued in equal percentages (excluding
VAT).

[ Min balence | O period | jan 2090 feb 2090 | mar 2800 | apr2de |
Tabibe 8. Profit and Loss (ih. rub.) T {aTED | 175=m | oM

b Laase paymearnts BATS 1,00 (] 000 4238 4238
Olher Incormes 8,00 0,00 0,00 00 a3 ao0

|
Cilbigs engenges 00 'CI.W: el ] oo oo 0,00
Infires] Gupinges a0 l].lmi EiEi] o 0o 2,00/
Egfings bafore § % ; | 37 3]

2.1n the cash flow statement the outflow increases in connection with lease payments.
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Table 10. Cash Flow Staternent (th. rub.) | Min. balance | Operiod | jan 2040 | feb 2010 | mar 2010
0,00 . ACo0 | 14780

apr 2010

CASH FLOW FROM OPERATIONS

Leasa payments 100,00 000 2000 0,00 4000 40,00
Cash flow provided/ased by financing
activities -100,00 0,00 -20,00 0,00 48,00 40,00
24 Chw in cash and cash equivalents 727,96 000 #0,00 57,80 27,80 43,80
o5 | MetCashat the end of the period _
{accumulated) - 0,00 &0,00 197,80 175,59 218,48

3.Assets of balance contain value of given advance that decreases while accruing lease
payments in the profit and loss statement.

o e e R

Table 11

ot

b 20 mar 280 | apr 2010

T L advances [ Suppliers {

- OREF ACCHURE rRcRivalEe |
- atvance onleasing |

Example of nonstandard loan accounting

In January 2010 enterprise received loan in the amount of 100 rubles for a period of 3 months at
interest 10% annually. Grace period of 1 month is given to pay interests, and principal debt is
repaid in entire amount at the end of loan period.

¥ Ifitis necessary to account for several specific loans, each of them can be calculated in the
work space separately, and then to sum up obtained values in corresponding strings of the table
«Other Source of Finance»

| R0 | Teb 2090 | mar 2090 apr 2010
100,00 | 20000 | 16643 g5.38

Table 6. diher Source of Finance (th. rub.)

Table 7.

Plag 1.t

mar W0 apr 2000

Description

Orvners’ equity

| Dividends {amaunt) 0,00
| Odher loans received 404,00 400,00
| Principal payments 400,00
Inferest paymenis 2,50 1,67

Gharfterm lnaps-teceiced  emmsery o oh oessf00 | MHJ__MM.J
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Example (of nonstandard accrual of depreciation)

Automobile at the amount of 6 000 thousand rub. is purchased, which is planned to be used
during 3 months and then sold for 5 000 thousand rub. Payment for the automobile is made by
equal payments in January and February 2000. Supposed lifetime is 5 years.

Step-by-step actions:
1. Enter equipment payments in the table 5 in accordance with schedule of payments for the
automobile.

Tabli 5. PlandSEquipment i, rik.} VAT () """‘n";"“l “':‘:“" ! {"‘;_L?'J'_f

= Deaerigtion & | uAT L) TOTAL 0 peirrinid Jan 2040 T 2080 FTEar Bl
et | t | M | a
L mstomobile 4 I 20,00% & 000,00 Joouon 3 ea,00

L Tt bty (s LT B 000,00 T Jan0 4
L 14 T om imvesiments 816,25 (¥l Q0 a8 25
L aabnngnts famel VAT, acolmuialed - s SO T 03475
L mslmants m provess (ingl KA T) 3 . FO0e & O £
b Dnitia vadue - LX) AR BO34TS

e e o e,y it e o BN i i A

2. Switch on manual mode of calculating «Depreciation» in the Table «Financial parameters».
3. In the table «Financial parameters» enter monthly depreciation at 84,75 thousand rub. during
two months.

4. Enter in the month of June net book value of sold automobile to write off fixed asset from
balance.

calcutatinn | PAn-tlnen | Wpordod | e 2R | Tebia10 T imer 2010 | epr208 | me 2| jun e
o 30 i e S e e B

Tabin B. Ficarcisl Parsmtars (6 ruh.)

Table &
Bigw A, coarreans 18 neh
3 Beserigtinn Typeoteslamton | TOTAL | 0 parind | B | feb 2P | mer W | aprIOW | mayIEd | jun e
LA - i
DERECIATION
i Degradakon Fomasal n | L i - L1 Lo L L.t
5075 e o |,gl| #4748 BALTS ewiE
INVENTORES '
]
L0 _Iameinin ol Fe s e o Lty --J__._“_'.__.....u...u-'....h.'ﬁ'_' RSeS|

5. Enter income from sale of the automobile in the string «Other investment incomes».

| ]
Tabie: 8, Financlal Parameters (. ruo.) | Type of cacutation "'“'n"‘r:m e ? o I J’""Jmf

OTHER INCOMES AN EXPENSES i
| £ 00, =0

| Other investment Incomes & 000,50
0,0
1 N

B

I Omer investment expenses

Result of calculations:
Results of calculations are set forth in profit and loss statement below.
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Table 8, Profit and Loss (the rub.) ! once | Opexiod | janatid |

fLE |, 9003 O

=) Coerataonzad 5 08475 [ aiit 00 [ s s a0
- | variable epenses 4 | 1.00] o 000 000 (el 0o 000
4 Feian axpansgs T | 000, o0 0,00 000 00 g 000
5 Aalan ngg 0] 0 1,0 00 000 00 0,00
& Crepreciation 508475 | 0, ar] 0,09 o 75 B2 75 -msﬁ
1| Oparating profit SiELE | i A0 16RA TS s $475 8475 AMEIS
8| Tawes ux | nm! 238 233 23 283 383 38
2 Laase payments ] 00| 00 0,00 00 o0 0 oga
Ak Olhgrincomes 5 000,80 | "m]: 01 0,0 a0 000 000 EWJE
" Crlhgr mapenses o | 0o 0ga 0,00 0,00 oo 000 0,00
12| Inkerest spenses 08 | n,m; opo [ili5] 050 o0 00 00
o kanngsbelore incomatgs, L Laaeeat | LB TR LB a2 L BRERet B o Rl
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Example 1 (of estimation of raw materials and components)

Storage time of inventories is accepted to be equal 10 days. Expenses for raw materials for
manufacturing of products totaled 100 rub a month.

Value of inventories = (10days*100rub.)/30days = 33 rubles.
Inventories of finished products and work-in-progress are estimated similarly.
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Example 2 (of estimation of raw materials and components)

Enterprise plans to lay in a stock inventories for the amount of 100 rub. (payment to supplier will
be effected upon receipt of products). In a month after beginning of work inventories will be
increased up to 200 rub. for the second delivery of raw materials and components grace period of
30 days is given.

Step-by-step actions:

1. Record planned inventories in each period data in the string «Inventories of raw materials
and components».

2. Record payment to supplier for delivery of raw materials and components in the string
«Payments on inventories».

Tabie &, Fnancial Farametens i, rub.) | Type of caloulation _Mn.;

ap g | e 2018 Tob 2000 | iras 2000 wpr A0 |

21308 | dacaar | g8ra3 - | 21

Dapraciation :
e |
VENTORES
Pl "
Inventories of raw masenals and companant Manual = oo o, nan I.?
M tnm0n 100,08 2000 20
| Unfinishad inventorias lanaal - s I am o,
#
|
Firished mwerionss mamaal - ', HayTemE N L
.
|‘f 8,00 nu-\ i |$
Fapmants an Imeninnas t ¥
t\_ 408,00 0

Result of calculations:

1. Made inventories and accounts payable on given grace for the payment of delivery of raw
materials and components are registered in balance (100 rub.).

Tperiod 7090 | Ten 2010 | mar 2010 | Gpr 20 | may 2090
TALSE:R) < Baran e ) l I:’n Ir.:n'-_nr- I 15558 I B103.32 oo =i l

Hz | Description 0 period jan 2040 Teb 2040 mar 2010 | apr 200 | may 2010
av ASSETS
1 | Fied &intanglble assels 000 0oo 0,00 0,00 0,00 0,0
Z | Unfinished imestments o0 o8 0,60 0,00 00 0,00
3 | =TOTAL: Fixed Assets: 0,00 0,00 0,0 0,00 0,00 0,00
_ﬂ_ll Imventories 0,00 100,00 100,00 200,00 200,60 _0‘455
- stocks of ra matenals and
|\ Eomponait 0,00 100,00 100,00 200,00 200,00 0,0
5| i b i ,‘-AM
e T e St ST i S ag T g e B e
21| shoterm labiliies 00 0,00 0,00 0,00 000 0,00
’ ™
2 ACcounts iafle
| A 000 0,00 0,00 100,00 0,00 0,001
| Sl Pl et | omph 000 e esesses  non | o0m0 | esno)

2. In cash flow statement outflow increases (string «Change in Inventory») by the amount
payable for the first and the second delivery.
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[ Min. balance | Operiod | jan 2090 | feb 2810 | mar 2010 | apr 240 |
0,0 .00 1180000 | 6153559 | G10338 | S00533

- Tahles 10, Cash Flow Statement (th. rub.)

Table 10.

Pilap

Hz Daztriptien TOTAL 0 period | Jan 2010 "iapzl{ll mar 2040 | apr 2010
4
av _ CASH FLOW FROM OPERATIONS
Cashin 12 100,00 060 1200000 109,00 B,08 0,08
3 Recebable Paymants
12 100,00 000 1200000 100,00 0,00 0,00
3 | Cashout 4B95,61 0,80/ w000 3B64M 32,20 100,00
4 HanEnle peye 1,00 000 0,00 0,00 0,00 0,00
B Fiagd payrments 0,00 000 0.0 0,00 0,00 000
B Salaries payments 0,00 gm. 0,00 0,00 0,00 0,00
I Tan panments 4 B96,61 000 000 338441 3200 0,00
QS chamcwlmenny, 00 | 0.00 00,00 0.0 000 100
Cash flow pronddediused by operating
actiities ¥ 203,39 000 1190080  37E4H Sz 400,00
R FTEERRIEEE S e . ———
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Example 3 (of estimation of raw materials and components)

Enterprise plans to lay in a stock inventories at the amount of 100 rub. in the second period
(month) data. Payment to supplier will be effected on terms of 100% advance one month before
delivery.

Step-by-step actions:
1. Enter volume of inventories in the string «Inventories of raw materials and components».
2. Enter payment to supplier for delivered inventories in the string «Payments on inventories».

| Min.talance | Operiod  jan2010  feb3618  mar 2010
0,00 .0 [E] ET Jil )

Tabde 8, Financisl Paramaters (10, v,y | Tupe of caleiation

Tabla 8.
a
{13 Description - Ty of calebation TOTAL Operiod | jan 2000 | rtenzeis | mar 200
AT el
DEPRECIATION
L Dapmaciston furto e o 5 L
! T I
INVEHTOREES
I lnwerdories of caw eealEials and cornponant Meandia
+  Unfinished Inverlaries Mataial
4 Finished immnionies Kol
5 Payrnents o invenlodes Fanust

" T SRRy M___..m..m_..m o
Result of calculations:

1. Made inventories and paid advances are registered in balance.

Tabie: 11, Balance {th. rub.)

: Previous

Iz Descriplion halance D period jan HE0. el B0 e 200 ape 280
T ASSETS
1 Figed & intangible assels 000 0,00 (¥ ] 040 0.0
» Unfimishad investmeants - 00 0,00 000 0,00 0.0
G = TOTAL: Fixed Assels: 1,08 o0 0,0 oo 0,00 0,00
4 nventorias 0,08 00 0,00 10000 000 000
5 - shacks of rawr matenals and

COMPONETE 000 0,00 100, 000 om
-] - unfinishad goods. 000 0,00 (i o] 0,00 ot}
7 - fimshed goods a0 0,60 o 0,00 (i)
g Artounts recaivabio 0,08 oo 100,00 0,00 0,00 oo
| - frarn custorners & buyers 000 0,00 000 0,00 oo
10 | - advantes 1o suppfiecs 0oa 150@ oo 0,00 oo
A1 | eenttar acaqunts ECEINEIE it | et () DO ) L i OO - U e L)

2. In cash flow statement outflow increases by amount of payment for delivery (string «Change
in Inventory).



Table 10. Cash Flow Staternent {th. rub.)

[ Teb 2010 |

[ #in. balance | Operiod | jan 2010
1,00

0,00

Table 10
Me Description TOTAL Operiod | jan 2040 | feb 2010
L L
av 'CASH FLOWY FROM OPERATIONS
1 J Cashin 1 200,00 0,00 100,00 100,00
2 Receivable Payments
| 1.200,00 0,00 100,90 100,00

3 J Cash out 354,24 0,00 100,08 3220
4 Variahle payments 0,00 0,00 0,00 0,00
5 Fived payments 0,00 0,00 000 0,00
6 Sakaries payments 0,00 0,00 0,00 0,00
7 Tax payments 354,24 0,00 0,00 32,20
g Change in Inventory 0,00 0,00 100,00 0,00

Cash flow providediused by operating

actiities 845,76 0,00 0,00 E7,80

124
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Example 4 (of estimation of raw materials and components)

Enterprise plans to lay in a stock inventories at the amount of 100 rub. in the first period data.
Payment to supplier will be effected upon receipt of products. In the second period half of the
inventories will be handed over manufacturing and remaining raw materials decreases twofold.

Step-by-step actions:

1. Enter respective value of inventories in each period data in the string «Inventories of raw
materials and components»:

- in the first period 100 rub.
- in the second period 50 rub.
2. Enter payment for supplier in the string «Payments on inventories».

period | jan 2B | Tab 340

00 | - 1o0nn | LT i

Fil 240

1868, 55

Tebike B Financiol Parsmedcrs fth, ruby) | Tyme e

| Bin, hatance | 0
| o

[ D 2000

H: Buscription Typs ut calculation TOTAL iperid | jandE | feb 20 | i 2810 ‘ ape 210
aw | Ll
|| Depreciation At wan oAy (1] (] 0
| i
INVERTORES
2| Irvvenbosies of raw malerials and companeri Riarsal 2 a0 Lo u,00 !;
| Al 0,00 A
F | Unfinished menrdanies Earaal am L .00 0,09
4 | Finishad Invantories Maraial e i) i i
H Garpmema anirrenones Matsial ol a0 #00 0,00 u;
B e T _ - - (S RS BRI SRR

Result of calculations:

1. In balance the string «stocks of raw materials and components» contains value of inventories
in each period data.

Table 11, Balanee {th, rub.)

Table 11. 52l

Plan 1,

Hz | Descripdion F’-“"'"": 0 period | jan2H0 | feB 2040 | mar 248 | apr 200 |
ar ASSETS |
1 Fixed & intangible assets U.W; 0,00 0.0 o000 000
) Unfinishad invesiments - 00 000 a0 o0 nan
= 3_ = TOTAL: Fixeel Assets: i, ;0| i) [L0i1] 00 1,00
4 Inventanes 0,00 0,00, 0,00 100,00 5000 00
- gtacks of raw maferials and |
CArMpanans U.IJUE 0,0 100,00 5000 o
a8 = Uninished goods ! U.UUE 0,00 0m 0 nao

2. In cash flow statement outflow increases (string «Change in Inventory») by the amount of
payment for delivery in the first period data and decreases by 50 rub. in the second period. This
is due to the fact that expenses for raw materials and components that taken into account in
variable costs in the second period, are reimbursed by 50 rub. via decrease of inventories’
volume



126

d | [@n20 | Teb 2090 | mar 2090 | apraoig |
100,00 ETE). | 18559 | 30G:

Table 40, Cash Flow Stalement (th. rub)

Descrigion TOTAL l I period | jen 2090 | feb 20400 | mar 2040 | ape 2090
4 |
 CASH FLOW FROM OPERATIONS
! Cashin 1 200,00 mon o000 180,80 101,80 10,50
2 Receivabie Paymenls |
1 200,00 o0 10000 100,00 100,00 100,00
4| Cashout Wi 00 0,80 13220 AT AT
4 ‘Yariable paymenis 00 0,00 0,00 0,00 0, 0,
] Flxed paymants 0,00 n'mi o0 fil:a) am 0,m
3 Salarias payments 000 o0 a0 000 0.0 0,00
U Ta payments 35424 000! 000 3220 130 30
: =
6 Change in inventory 0,00 800! 000 100,00 50 50,00
Cash fiove providedivsed by operating |
actitios 5T 0,00 100,00 31,20 147,80 147,30
; T PV L e can e |
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Example (nonstandard accrual of taxes)

Enterprise’s income before tax, that is formed in Profit and Loss, amounts 1 000 thousand rub. a
month. Fixed income tax, 100 thousand rub., is paid during the first two periods, after that income
tax is accrued as 20% of income before tax and amounts 200 thousand rub. a month.
Step-by-step actions:

1. Switch on manual mode of calculation of income tax in the table «Financial parameters».

2. In the first two months enter fixed income tax 100 thousand rub., and then make reference to
automatic mode of calculation (it is supposed that automatic mode takes into account 20%

income tax).

Tabide B Financil Parameters fth, rub.)

B |fSncome b accnied

P | Propedty lax actiusd
1 0,08
T 1 i P e AR T

Result of calculations:
As a result of the calculations nonstandard accrual of income tax is formed in the table
«Financial parameters». In the table «Profit and Loss» automatically calculated income tax in
the first two periods in changed into manually formed one.

| i, | @period | jan 2000 | feb 2090 | mar 2090 | apr 200 |
168,49~ | 33340 XH47

Table 9. Profit and Loss ith. rub.)

0o | Anann

'!'fshle 9.

fan 2010 ‘ feb 2010 | mar 2010 | apr 2040

203,50 o0 163,49 169,49 163,48 13%

= - I e P e

Tnlarest expanses aen | 000 0,00 000 0,00 0,00/
Earnings before mcome tax 203380 0,00 169,43 169,49 169,43 169,43

Incorme tax 2 200,80 _C 0,00 100,00 100,00 200,00 200
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Example 2 (accrual of other taxes)

Enterprise applies simplified taxation system. Object of taxation are revenues that decreased by
the value of expenses. Tax rate is 15%. The tax is paid quarterly.
Step-by-step actions:

1. Copy income and expenses data from the table «Profit and Loss» to user’s work space (to
recalculate the taxes automatically you are recommended to insert data with the help of
formulae).

o | Wi et b AT pided Hifg | e L ma i mi ma 51 kb mi
| "
et famea facouedy | ™
eher lased fpaid) |

Bovenues Prefi ssd Loss) ] e R e Rl 100 1660 1000
[ £ i Az

Oy siirag esperisces (Froff s ooy

2. Record the formula for tax calculation in the string «Other taxes (accrued)» (Revenues (P&L)
— Operating expenses (P&L)) *15%. To ensure correspondence between revenues and
expenses all the taxed should be accrued monthly.

‘ Tabin B Fmancial Paesmatnrs (h ruby | Typn of calculsion (M e | Speriad e ""r‘?{"“-' !
e e
s
| Wk aied 15 VAT ped i i A bl i L 8 051 Ny
| a0
ERg| ot e atac) M .50 50 .50 Tam Tas) e mi]
(b B4 i) | " -.*

2 L2

Fevenues (ool and Luss) L LR L A0l

Dprar oty et (Paolil aid Lids Ee] ig 62

3. Enter the amount of quarterly payment of this tax in the string «Other taxes (paid)», which is
equal to the amount of taxes accrued during the last three months of enterprise’s work.

2 | W balan feb 2090 | mar 2640 | apr 2040 | rmay 2060 | jun 2640
| e CEl Pacemitere e rity | e | 0,00 26895 | 9@ | a4y ASEAT | G
TAXES
E | Incoenetak stenies Manual a2 18,90 18,60 153 48,00 17,70
— [ X
¢ | Proparty tax accrued At L o,0m LA L) 0,00 0,00
w00
g | Soclal sccrued Auto L o006 0,00 089 0,00 (3]
(1]
2 | Value added tax (VAT paid Auln 55 0,54 5 1054 0,54 05
L1 ]
10 CHRBC1K0E Gaccraed) 19,30 15,00 7E,50 T 74,50 1,00
Cihar laxes (paid) T 00
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Example (balance influences)

Two months before beginning of calculations 100 thousand rub. were invested by the owners in
the purchase of fixed assets which depreciation starts since February. Depreciation period of the
purchased fixed assets is 4 months.

Step-by-step actions:

1. Enter information about owners equity in the table «Balance» in the column «Previous
balance» ("Equity and Liabilities”, "Owners Equity") and about purchased fixed assets
("Assets", "Fixed & intangible assets") .

Table 14, Batance ih. rub) Iulnhmal 0 period

Oscription

av ASSETS

Fized & infangible asselis A0, 00 0,00
Unfinished investments = 0,00
= TOTAL: Fixed Assets: 100,30 1,00
. Inwantones 0,00 0,00
memnatamaidat s ot A ARS L |
T i T B s g -!"m*l""‘—?%
= TOTAL: Current Assets: 2

T AN T it
P e e e

=TOTAL: ASSETS:

Owners Equity 100,00 0,00
Felained gamings 0,00
—fu‘fAL: i’n{ailgum 040,30 jl:l]ﬁ

o o e ;

2. Net book value of fixed assets in each period data, calculated by the user, is entered in the
table "Financial parameters".

| Tabin B Finsncial Persmeters: dh rot) Typo of cal i“h'h . S parind Jin th L“_m" Mar T8 —'P'-'-g!'-u'—_-
1 nan 11,00} EOELO AR S5e R
BALANCE IHFLUERCES
I Fueed & Inlangkta asssts | oapo | sonso 500 i 350
e e o

8 ppeounts recsvable: fom cuslomers & buyers = i
= Start value l

- Arcounls recewablo: advances fo suppliers = !
Accounts racabvabis char socnums
‘recerable - a0

Result of calculations:

As a result of calculations depreciation accrued on asset will appear in profit and loss report,
and in the balance will appear net book value of fixed assets.
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=R ead Lama bl [ Min. hatance | 0 period | 17531?1“- ] M_;—ji:l [ :;w [ apr2618 | may 2090 |

Deseription TOTAL | Operiot | R0 | feb 2010 | mar2010 | apr 2040 | may 2000

iy L] )
1 revenues 203350 00 162,99 155,48 169,49 169,49 168,40
il RN g Ses g0 o0 0 2500 500 25,00 2500
b ; Wariale expensas 000 0y 000 000 0,00 0,80 0,00
4 Fled enpenses (1] 000 0,00 000 0,00 0,00 0,00/
5 | Salsy (1] 000 0,00 0,00 0,00 0,60 0,00/
e [ Dapreciation 100,00 000 000 26,00 2500 25,00 25,00
7. Dpesating profit ) 199050 o CAERdE dadan 144,49 144,48 144,48
-t R e i T || A, i S e A,

Table 11, Balanee (th, nub.)

M Dosuription Frevious | wperiod | jan2010 | feb2010 | mar2010 | apr 20
iv ASEETS
4 Fized & irfanginie azsels 100,00 100,00 100,00 7500 5000 25 0
2 Unfinished investments - D,WE 0,00 0jan 0o 000
3 | =TOTAL Fizced Assats: | 100,00 Angow 400,00 75,00 50,00 25,00
4 Irwendories | (X D,CHJ: 000 10000 ood o,0a
b F0GKE ST REUAS P, e | L L B TN e P oot i O DR S
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Example of calculation of NPV for two projects

Let's examine two projects. Both require initial investment at the amount of 500 rub., there are no
other expenses. Projects are financed only for the account of investors’ equity. When realizing
project "A" during three years owner obtains income at the amount of 500 rubles at the end of
each year. When realizing project "B" owner’s income is 300 rubles at the end of the first and
second year, and at the end of the third year it is 1100 rub. Which of the two projects is more
profitable?

Solution:

Let's suppose that investor specified discount rate at annual level of r=25%. Net Present Value
(NPV) of the projects «A» and «B» is calculated as follows:

r o= _ so0 4| 500/ 500,/ 500/ N ——
DRV o +[ A+ 025) T M0t T e sy | T YOO

NPV, = 5004 [300 300,/ 1100/ -
NPV, =-500+ B3O 1 025y * W14 025y * M1 4 02517 495

Thus, the investor will choose the project "B".
However, if investor indicates discount rate equal to r = 35% per annum, then the NPV of the
projects "A" and "B" will be equal to 348 and 334 rub. respectively. In this case the project "A" is
more preferable. Consequently, the investor's decision depends not only on the values of net
cash flows and value of investments, but also on the discount rate: if it is more than 30.28% (with
this value NPV of the projects "A" and "B" match), then, project A is more preferable, if it is less,
then, the project "B" will be more profitable
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Example of calculation of marginal income

Representation of source data in the table
Description Value (rub.)

Revenues 100 000
Variable expenses 40 000
Fixed expenses 30 000
Operating profit 30 000

Marginal income = 100 000 rub. — 40 000 rub. = 60 000 rub.
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Example of calculation of the rate of deposit for coverage

Representation of source data in the table
Description Value (rub.)

Revenues 100 000
Variable expenses 40 000
Marginal income 60 000
Fixed expenses 30 000
Operating profit 30 000

RDC = 60 000 rub./100 000 rub. = 60%
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Example of break even calculation of the project

Representation of source data in the table
Description Value (rub.)

Revenues 100 000
Variable expenses 40 000
Marginal income 60 000
Fixed expenses 30 000
Operating profit 30 000

RDC = 60 000 rub./100 000 rub.=60%

Break even level = 30 000 / 60% = 50 000 rub.
l.e., revenues in the amount of 50 000 rub. allows compensation of all operating expenses, but
would not earn profit for the enterprise.



Example of calculation of margin of financial safety

Representation of source data in the table
Description Value (rub.)

Revenues 100 000
Variable expenses 40 000
Marginal income 60 000
Fixed expenses 30 000
Operating profit 30 000

RDC = 60000 rub. / 100 000 rub.=60%
Break even level = 30 000 / 60% = 50 000 rub.
MFS = (100 000 rub. - 50 000 rub.) / 100 000 py6. = 50%

135

Margin of financial safety has sufficiently high value. Reducing the revenues by 50% activity of

enterprise becomes unprofitable.
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Example of calculation of operating leverage

Company has the following structure of expenses: fixed expenses 30 000 rub., percentage of
variable expenses 40% of revenue. Let's consider the effect of operating leverage. The table
below illustrates profit (losses) in growing (falling) level of sales. The table also compares relative
changes of revenue and profit.

According to the specified data, starting from break-even level, at 20% increase of sales volumes
significant increase in profit occurs (because it's initial value is zero). With increase of sales
volume by 20% more, profit increases by 40% in comparison with the previous value. Further
growth of sales increases revenue only by 34%. Thus effect of leverage decreases as volume of
sales increases compared to break even.

Profit fluctuations depending on sales volume (rub.

Revenues Variable Fixed Profit (10ss) Increase comparedo to the Operating
expenses expenses previous step (%) leverage
SEIE Profit
20 000 8 000 30 000 -18 000
40 000 16 000 30 000 -6 000
50 000 20 000 30 000 0
100 000 40 000 30 000 30 000 2
120 000 48 000 30 000 42 000 20% 40% 1,7
144 000 57 600 30 000 56 000 20% 34% 1,5

However operating leverage works in both directions. Note that as a result of sales volume
decrease from 40 000 rub. to 20 000 rub., i.e. by 50%, company sustains losses threefold.

Marginal income (MI) = 100 000 rub. — 40 000 rub. = 60 000 rub.
Operating leverage = 60 000 rub. / 30 000 rub. =2
Conclusions:

1. The smaller the percentage of total variable expenses or the greater the proportion of fixed
expenses in total expenses; (“wide” or “narrow” angle - see fig. regarding break even analysis),
the greater operating leverage.

2. The closer the sales volume to breakeven point , the higher operating leverage.

3. With the high value of operating leverage, position below break even point is connected with
losses, and achieving of break even level brings profit increasing with sales increase. With low
operating leverage risk is lower, but also less award in the form of profit.

Q? Making operative decisions

Source data for calculations: Revenues are 47 000 rub. (1 880 units of product, 25 rub. each),
RDC is 60%, fixed expenses are 15 000 rub.

1. What net profit is to be expected when sales volume is equal to 47 000 rub.?

MI=47 000 * 60% = 28 200 rub.

Minus: Fixed expenses = 15 000 rub.

Net profit =13 200 rub.

2. Consider the matter of increase of expenses for advertising by 5 000 rub, that should lead to
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increase of sales by 8 000 rub. Should one increase the expenses for advertising?
Growth of MI =8 000*60%=4 800 rub.

Increase of expenses for advertising =5 000 rub.

Net profit decreases by 200 rub. (4 800-5 000 = - 200 rub.)

Conclusion: It is not worthwhile to increase advertising expenses, because growth of marginal
income is less than the increase of expenses.

3. For the purposes of sales increase management decides to decrease unit price by 5 rub. And
to increase advertising expenses by 1 000 rub. For the account of these arrangements growth of
sales by 60 % is expected. Is it worth taking such actions?

Decrease of sales price by 5 rub. per unit will lead to decrease of marginal income per unit from
15 to 10 rub.

Supposed sales volume =1880 pcs.*160%=3 008 pcs.;
Supposed MI = 3 008 pcs.*10 rub.=30 080 rub.;
Current Ml =1 880 pcs.*15 py6.=28 200 rub.;

Growth of MI =30 080-28 200=1 880 rub.;

Increase of expenses for advertising =1 000 rub.;

Net profit increase =1 880-1 000=880 rub.

Conclusion: Decrease of price by 5 rub. and increase of expenses for advertising by 1 000 rub. is
profitable for the enterprise in the case of sales increase by 60%.

Accepting investment decisions:

1. If sales volume is considerably higher than break even level, it is possible to use technologies
that require high fixed expenses, such as realization of investment projects to install high-
production lines.

2. If company works at the limit of profitability, i. e., sales volume is near break even level, it is
advisable to implement projects having minimum percentage of fixed costs.



