Solutions to numerical problems from Test 1
1. MVA =20 million($45) - $400 million = $500 million

2.

BEP =041= & EBIT =$111.52 million
$272 million

ROA=0.11= L NI =$29.92 million
$272 million

NI = EBT —0.4(EBT) $29.92 million =.6EBT EBT =$49.87 million
EBIT — INT =EBT $111.52 million — INT = $49.87 million INT =$61.65 million

$111.52 million _

TIE = — 1.81
$61.65 million
1
3. ROE = ROAXx =13% x > =22.41%
1. P _
A
4,
Income Statement
Sales $9,600
Operating costs 4,440
EBIT $5,160
Interest 300
Earnings before taxes $4,860
Taxes (40%) 1,944
Net income available to common stockholders $2,916
Dividends 874.80
Addition to retained earnings 2,041.20
5.
70 million s - 5 million s
=——+——(%$20 million) — $2 million —$+x$120 million x (1—.4)
100 million $100 million

=$8.4 million
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7. NOPAT = $4 million(1-0.4) = $2.4 million
FCF =%$2.4 million —$1.3 million = $1.1 million

Income Statement

Sales
Operating costs
EBIT

Interest

EBT

Taxes (40%)
Net Income

Dividends
Addition to RE

2003
$3,960,000
3,607,692

$352,308
20,280

$362,028
132,811

$199,217

$119,530
$79,687



