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Abstract

AN UFUNUDIENININITAIAUIIUN UL AL RU

(Short-term Financing) uazn1sannItiunu
5¢va1281N7 (Long-term Financing)

e uNnunuyuIau (Working Capital)

2NN TLURAUULURINURAURZLIUNURNULI AU

QD QD QD QO

e n1svinvulszanaiduda (Cash Budgeting)

eN1TIIUHNUAA R IUNUsEaEFU (Short-term
Financial Plan)

e UNUADILIUNAINNTUIATT (Cost of Bank
Loans)
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Jd Y ~a I
NAINDNTIVAMINUNU ($19)

AU UNUNIKUNATNAaIN1T (Cumulative
Financial Requirement) #aatdu&uwnglu
NN Usenaudie

Al&unisneanis (Permanent Fixed Assets)

AJUNITWENNULIBUAII (Permanent Current
Assets) LU Louamum anuin1s@ATueN
FudnALdatiuen

AFuUNSnanyud autingd (Temporary Current
Assets) Aa JunInduyuiauinfanisfadia

‘m'aaomutﬂuﬂsomnmuqmma = RIULANETY
senINILEUARUALAILARLLEUATY C 5




Jd Y ~a I
NAINDNTIVAMINUNU ($19)

FA: nagnsuuunauaaiy (relaxed strategy) wia

am‘mLoumusuﬂumﬂaLﬂuwammuwumummm
Adiavn1s fHrutAiuzavldugassasduAanisaIuise
inldasnudandnnsndluanudasnisuanaiie
(Marketable Securities) 16

$C: naansuuuanm (restrictive strategy) 1aa
W UNUITEZEN LILANaATaLARNRUNINE
asLarduUNswanuIauaIsLVInY G9Aans
maamsazgaoqLouszﬂzﬁfutwameﬁaﬁumwn
NUUR AUTIATNINUALARUARAALIR




Jd Y ~a I
NAINDNTIVAMINUNU ($19)

#B: nagnsuuutilunaie (intermediate
strategy) ZivAanisaslitiuraaluiion
mmuwumummmmmaomsmmwLaumu
eiAit7 k] uauﬂamsmmaan‘lumommmu
PUNUNINUATHDINITFINTIIUNUSLEIZE
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RUNUNY UYL

B PununyuRaulsenauae

NaunFweauyudau (Current Assets) dsenaudie gnuil
A13A1 (Accounts Receivable) &uriaginaa
(Inventory) Wuda (tdu WudiaTusuiaisivuuuaa
ninduazuuuilszdn) uasuannindgluainueasnisuay
AaA (L24U A IFITWIALAEL AILIUARY)

AuilduviywIau (Current Liabilities) Usenavéia il
n13A1 (Accounts Payable) sniduane (Note Payable)
A5 szeizdU (Short-term Borrowing) @1 ldlna@m1gang
(Accruals)

ANdrudsznauaratd{autdad wadnuuiinazadn

B Pununyuaugna (Net Working Capital) =
Current Assets — Current Liabilities 9




199TUAA
(Cash Conversion Cycle)

Fuenu
A ﬁaonmué’omnﬁﬁam'sdwm’f‘luammszmdo
ﬁummammﬂmnmmnnamsmm NIHR G

AUBIRTAAR m'sau"l,m‘u wumnanuumnms
endta Taa'lisNsLasanisaanand

AN AL mmaaﬂﬂaoﬁummmaa (Inventory
Period) + atgLaldnuaIgNNINITE )
(Receivables Period) — aneadaaadtaniii
n13A1 (Accounts Payable Period)
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1ASNUEA (79)

Inventory period =

Receivables period

Payable period =

average inventory
annual COGS / 365

average accounts receivable

annual sales / 365

average accounts payable

annual COGS / 365

11



1ASNUEA (79)

eAnnual COGS = dunuiuaranasail

eAverage number = ALRRATERINIAILAY
dulluasneail

QD QD
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O =2 ol

32 AIATUIUIIITLIURAUDILZ BN UM I Y Tl
JUATTLIURIU

|ncome Statementi Balance Sheet

3rdQtr'o4 | End4th qtr'03 Endof 4th gtr'04
Saes 4,951 i Inventory 453 490
COGS 4451 | AR 500 552

AP 335 382
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Solution

Inventory period

average inventory

annual COGS/365

(490 + 453)/2
4,451/365

= 38.7 days
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Solution (cont.)

averageaccountsreceivable
annual sales/365

Recelvablesperiod =

_ (552+500)/2
4,951/365

= 38.8days
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Solution (cont.)

average accounts payable

Payable period
annual COGS/365

(382 + 335)/2
4,451 | 365

29.4 days

= WAINUIA = 38.7 + 38.8 + 29.4 = 48.1 Tu

16



Working Capital Trade-Off

D

2 AUNUTINTUATIAAITRUNTW RN ULIEIU
1sznauael

N\

aunuMIAIaLAaY (Shortage Costs) ARy

aguAmaneia wazagznidsnnuaudsua
SUNINENN UL U

N\

sunulunisiAusn&uan (Carrying Costs)

LU ANQAURTABIRUNTWE LasAILRaTan &
LUsAUMNUTIN UK UNITWE RN U LI U

AT AR UNS NN U uTUIBUN AN YINTA
AUNUTIUGRA
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~ A\ 9 ~
ﬂmﬂat’JumJawamuﬁmmmunuﬁgunau

& matingann Dynamic Mattress Company (faa

ISV TSRV hERRE).
Assets 2005 2006 | Liabilities& Equity 2005 2006
Current Assets 4 5 | Current Liabilities
Cash 4 5 Bank Loans 5 0
Mark Securities 0 5 Accts Payable 20 27
Inventory 26 25 | Total Curr Liab 25 27
Accts Recv 25 30 | Long Term Debt 5 12
Total Curr Assets 55 65 | NetWorth 65 76
Fixed Assets
Gross investment 56 70
less Depr 16 20
Net Fixed Assets 40 50 | Total Liab and
Total Assts 95 115 | owner'sequity 95 115
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|ncome Statement

Sales $350
Operating Costs 321
Depreciation 4
EBIT 25
Interest 1
Pretax income 24
. Tax at 50% 12

Net Income $12

auud 19

dividend = $1 mil
R.E.=$11 mil
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Sources

Issued long term debt 7
Reduced inventorie s 1
Increased accounts  payable 7
Cash from operations
Net 1ncome 12
Depreciati on 4
Tota  Sources $31
Uses
Repaid  short term bank loan 5
Invested in fixed assets 14
Purchased marketable securities 5
Increased accounts  receivable 5
Dividend 1
Total Uses $30

Increase in cash balance

20



MINNUYTZNURUEA

FBAUMU
Alwennsaltnadduan (sources of cash)
Alwennsainistdiusn (uses of cash)

AU AanNITnadIN1sURaLAN (Cash
Shortage) wyaliduaatila (Cash Surplus)

21



1st 2nd 3rd 4th
1. Beginning receivables 30.0 32.5 30.7 38.2
2. Sales 87.5 785 116.0 131.0
3. Collections
. Sales in current Qtr (80%) 70 62.8 92.8 104.8
. Sales in previous Qtr (20%) 15.0 17.5 15.7 23.2
~ Total collections 850  80.3 1085 128.0
4. Receivables at end of period
(4 =1+ 2 -3 $325 $30.7 $38.2 $41.2

=D

¥ nszuIUIAUa9 DMC unannnstAunilanngnv
ANTAN LARZLWAYAUY LAY A150 N1Taaniu

Nauudlvizanuie (Sales) Wwlasunagavinauasilieiu

1Aa $75m
22



1st 2nd 3rd 4th
Sourcesof cash
collectionson AR 85.0 80.3 1085 128.0
__other 15 00 _125 _ 00
Total Sources 86.5 80.3 1210 128.0
Usesof cash
payment of AP 65.0 60.0 55.0 500

labor and admin expenses 30.0 300 30.0 300

capital expenditures 32.5 1.3 55 8.0
__taxes interest, & dividends 40 40 __ 45 50
Total usesof cash 131.5 953 95.0 93.0
Net cash inflow -$45.0 -$150 $26.0 $35.0

(sources minus uses)




aanuan (Cash Balance)

Cash at start of period 5 -40 -55 -29
+ Netcashflow ____________-45 -15_+ 26 + 35
= Cash at end of period -40 -55 -29 + 6
Min operating cash balance 5 5 5 5

Cumulative short term financing  $45 $60 $34 - $1
required (minimum cash balance
minus caash at end of period)

$$DMC fiulanad1sadtiuda litwan19eatiugnu
UIU $5m
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YT UNANNAARUEAA

Baszsuanuanaanuualyialugad’lasung
wsn tHuwszasanuluniwdadudsyian
Nugytulasuausniiutag (LanAun1sin
AN LANSWEARUNTYRAFILINU)
uanandaanuauadianlstiaaagalnlu
829 LaTN&WsN wegLANAUTU&aI LeTuNR

URY
Farvinvuszunaduantu EXCEL 15138

fUTANARAUNIANTANAILLUTLNIAEINY

lwRau'ly (Sensitivity Analysis) ‘lédnel
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MIINUNUIANUIUNUTEBL U

FHFUUAMIN ﬁamsmmsasumumu%’imn

AR uaNsu1A1s Nansieanida 8% sall nu
du 4 asesall (2% sa'lasuna) 49AanIs
grusan lagaga $40m

AlRauNantiduldlesunagsnald wasaganatinu
5% (a7unaze = 1.05% -1 = 21.6% aall)
Alnaudull AN19hana I 1IN ANUAINNTUAY
ARIAAE $5m

= ALNUIINTUIANTHNNIN
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Qtr

1st 2nd 3rd 4th
Cash Requirements
1. Cash for operations 45 15 - 26 - 35
2. Interest on bank loan 0 .8 .8 .6
3. Interest on stretechd payables 0 0 .8 0
4. Total cash required 45 15.8 - 244 - 34.4
Cash Raised
5. Bank loan 40 0 0 0
6. Stretched payables 0 15.8 O 0
7. Securities sold 5 0 0 0
8. Total cash raised 45 15.8 O 0
Repayments
9. Of stretched payables 0 0 15.8 0
10. Of line of credit 0 0 8.6 31.4
Increase in cash balances
11. Addition to cash balances 0 0 0 3
Line of credit
12. Beginning of quarter 0 40 40 31.4
13. End of quarter 40 40 31.4 0

27
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MIUTLNUNAUNUNITIAMIRUNUITE 8L AU

D

S LLNUNNTIEANNUUAY DMC mamaﬂﬂams
'svmumumﬂmstaaumnLﬂmﬁmuwo ik
DMC 1inazvin'lganing

AU NHLAITAITN U9 DMC a5

AIDMC 6a9&1529 3 U a NN NI NEANAINN
AavNIAIARIA LY (AURNUTTUINLLI UM
1IR1) WNAnINUUIalu?

ANLWNUNTILAUNUTVINTA aas1&ununyuIau
. Qs a <

(Current Ratio) Lazaas @ IUNUNRYULIAULI?

(Quick Ratio) atiTuszauitnungaumnaalu?

28



Y

MIUTLNUNAUNUMIIANIIUNU I BL AU
(AD)

Q

F A1 UNF LI Ua9 DMC arsa1u (6a)
R Lﬁmﬁaz"lﬁmwyLﬁaﬁaﬁaﬂam%a”l,ai &1 DMC §ia
seelzIRNANAviTaan'll?

Algn1gndni1siuaay DMC aaudanail agluszaul
A1 LU IALNUNTAIARN?

AlA15A52aLaNINIa LU?

Al@asuandrseuiliiuaantiu 2 21eida’lu (Liaaa
sz ugnaanuualailulasunausn)?
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UNAINUNUTL B TU

FLIuUNANNEUIATT (Bank Loans)
AlLine of credit: F1uuldunudEnag bigunsad
LlAunINg
mumnamﬂaaﬁ’uzmuﬁamuﬂ v line of credit
A1ANC NI THAINULNUUAIDUNANT

AIRevolving credit agreement: I1UIULUN
1IN L& HTaAAunIE Maluszasiiai
AARIAULY

AlTerm loans: Wuduualvial aneen?

30
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INUNUITLIZTU (D)

BriuddnannIwdallszAu (Secured Loan)

N\

grunnagtvid lideyamaasnannInean

1seAiu (Collateral)

N\

Accounts Receivable financing: 1dyar1aniiil

N1TAAUTEAULIUA

N\

Factoring: anagnuiinsaiiaaidunisidiu.

’immaaamwm‘lumﬂ 12U mﬂan‘mumsmmu
szazIRLALU 1 Lmauiumﬂmuam 2% =>

Implicit Interest = (1+2/98)12 — 1 = 27.4%

31
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UNAINUNUTLEZTY (AD)

BruANnannInega1lsziu (sa)

Allnventory financing: TRuAA IR a1 TEAY
Pud (RIUNNsUIANTALTURUAT LN L&)
surA1sanaazling field warehousing 1aei41y
Tﬂﬂ\‘]Lﬂ‘].l?iuﬂ'm\‘lL‘I/iaa‘l/laﬂﬂ'ﬂ?.iQWﬂ’iuﬂu‘l')
A5

Fasd1snaiaiel (Commercial Paper)

Al Feyaun g un ladnanningerdsenu aOn
aanInllaleaBEnauIalnanidgiuznig
ANTLUTTUAY LazuaTAFANTUNIINITIUAU 1N
hitdsuras
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AUNUUDIRIUNDINTUINT

; ZQamﬁﬂdm%’n AN3A32eLeNIANNFUIATITANR
adil vaa'luAudsueuantdsauL A
(Benchmark Rate)

Ay sUNANTARA A ANLIALNNINNA I
t5eney 1%

Alanstdsauringu tzu the London Interbank

Offered Rate 1uavngir Federal Fund Rate 1u
81195

33



Y S 9 |
AUNUVONNUDNIIND U ($19)

Simple Interest:

annual interest rate
number of periods in the year

Amount of loan X

Effective annual rate:

uoted annual interest rate n
1+ 9 n )" -1

n = aaumumsnuauly 11

34



A10819N15 AU

Fauastrignaliu 100,000 un anatu
AN 1 eau araaasiaantde 12% eall
Aaasaandasatfiau = .12/12 = .01

Naanidaiidasaralu 1 wau = 100,000*%.01 =
10,000 11
AEAR = (1+.01)12 -1 = 12.7%
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Discount Interest

¥ 15714811A15 100,000 un tiluian 11 ane
fuan 6%

Asu1a15THN UL .94*%100,000 = 94,000 u1n Wit
davAusu1ms 100,000 un

Nanseandasail = 6,000/94,000 = .0638

¥ 15745U1A15 100,000 1w tilutian 1 iau s
ansInantie 6% sall udrsuinsAadIuae 5%

Asu1a1511ENULs .995*%100,000 = 99,500 1N LELN
davAu 100,000 1w

Aanseanidasaifay = .005%100,000/99,500 =
.5025%

REAR = (1+.005025)12 — 1 = 6.2% o




Interest with Compensating
Balance

FgauasAnualiignanadtnin 20% uav
NuANsuIATaan T liInusuralg

EFUNAsUIA151EA 100,000 un iuian 1
WHau éhadnsaantiia 6% eafl

Naandafidgasanalu 1 dau = .06/12*100,000

= 500 un

NFaseandasaifiau = 500/80,000 = .00625

AEAR = (1+4.00625)12 - 1 = .0776
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