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FINPLAN

Hands-on 4: FINPLAN Results Interpretation

Learning outcomes

By the end of this exercise, you will be able to:
1) Run a complete model using FINPLAN.
2) Understand the operating Account, the Cash Flow, and the Balance Sheet.

3) Calculate the results of the model using financial ratios, such as Leverage, Exchange Risk, and
Debt Service Coverage.

4) Interpret the results of different financial ratios.

Activity 1

Results Menu

Now that you have entered all the data required for financial analysis of the coal power plant, we
press the button “Calculate”. FINPLAN provides two sets of results, one is “Intermediate Results”
and the other is “Final Results”, reported under the item results. Intermediate results are useful to
explain the final results. We first explain the final results. If you click the button results, the

noou

following screen appears. It has six items: "Operating Account”, “Cash Inflows and Outflows”,

“Balance Sheet”, “Shareholders’ Return”, “Financial Ratios”, and “Project Finance Analysis”. In the
next couple of lines, we explain each of these items one by one.
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Activity 2

Operating Account

If you click “Operating Account”, the table below will appear. Operating account is explained in
the lectures. This table summarizes the yearly income and expenses due to operation of the
project, and it shows whether the firm is making money from its operation. It should be noted
that all results are in million local currency, and at current prices.

The top five rows present the income by year. The only income from the project is revenue from
electricity sales. As operation starts from the year 2017, so do the sales of electricity. This is
reported in the third row at the top. Although electricity amount to be sold remains constant, as
price increases over time due to inflation, therefore, revenue increases too.

Let us focus on the expenditure block now. The plant has only two operational expenses: fuel costs
and O&M costs. Other expenses are financing-related, including interest payment, foreign
exchange loss, and depreciation.

Foreign exchange loss occurs due to the currency depreciation. In simple terms, suppose in the
year 2014 you borrowed 100 US dollars and the exchange rate is 3.5 Ringgits per dollar. So, when
you converted it into local currency, you received 350 Ringgits. You have to return those 100
dollars in the year 2016, and in that time the ringgit depreciates, and the exchange rate becomes
4 Ringgits per dollar. So, you need 400 Ringgits to buy 100 dollars. Therefore, in 2014 you received
350 Ringgits, but when you return that money you need 400 Ringgits. 400 minus 350 is 50
Ringgits, and that is foreign exchange loss. We have assumed Malaysian Ringgit is fairly stable, so
foreign exchange loss is not substantial.

Depreciation expense is 137.4 million Ringgits every year, starting from the year 2017, when the
plant goes into operation, and continues for 20 years.

Total expenses are calculated and reported in the row called “Total Expenses”.

Subtracting total expenses from the total revenue in a particular year is how the net income is
calculated. It is reported here as “Profit or Loss”. Profit when it is positive, and loss when it is
negative. You may notice that the plant makes losses till the year 2017, and thereafter it makes a
profit. The plant pays tax only when it makes profit. However, if you notice carefully, it started
paying tax only from the year 2021, although profit starts from 2018. This is due to the tax loss
carried forward provision, which we will explain in a few moments.
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Operating Account in FINPLAN

Operating Account in Local Currency (Million)

Fized Incomg + othar Income L]

I Total Saks Ravenues

EXPENDITURE :
Gemaral Expenses o
Expemaiture on Purchases L]
Fual Costs L
O&M Costs o
Contr. To Dacomm. Fund o
Interast Pala o
Formign Exchangs Loss o
Contr. To Dacomm, Trust L
I Depreacatien I L)
Reyalty o

Income Tax

4 TotalExpamses
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o o o o o o L] o o L]
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L] 1.94 7.8 15.64 19 .49 1818 16.74 15.2% 1168 12.02 14
L L L L] o o e o L] e
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L] o o e o o o o o o
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If you click at the left top corner, you can export this table in Excel, which makes computation
easy. On the next page, you can see this Excel table in two screenshots.

Tax Loss Carried Forward

Look at the first screenshot from Excel. Coming back to the tax issue, we have added a couple of
rows at the bottom to show the tax calculations. From the row on profit or loss, from year 2014
till 2017, the plant makes losses. In 2014 the loss was 17.2 million, in 2015 the loss was 57.8 million,
and so on. Thus, till the year 2017, the accumulated loss of the firm was 184.8 million Ringgits.
Now by the tax loss carried forward option, this accumulated loss can be carried forward to the
successive years, to calculate the taxable income. In 2018, expenses before tax were 1073.1 million.
When subtracting these from the total income, we get net income as 34 million, which is positive,
but if the accumulated loss is carried forward, then the firm’s taxable income is “-184.88 plus 34,
which is a loss of 150.8 million. So, there is no need to pay tax. Similarly, in 2019, the net income
before tax is 54.7 million, but when the accumulated loss of 150.8 million from the previous year
is added, the firm’s taxable income is minus 96.12 million. So, again there is no need to pay tax.

Continuing this way, in 2021, for the first time, the firm makes a positive taxable income of 83
million, so the firm needs to pay the tax. Applying a tax rate of 25%, tax in that year is 20.8 million.
Afterwards, the taxable income is positive every year, and the firm needs to pay tax.

Dividends and Retained Earnings

Now analyse the same table a little further by focussing on dividends and retained earnings. Look
at the second screenshot on the following page. Net income is divided into two parts: dividends
which will be paid to the shareholders and the remaining income which will be kept within the
firm as retained earnings. Dividends can be paid only when the firm pays tax. Therefore, the
dividend payment starts from 2021. Till 2020, as taxable income is negative, no dividend will be
paid, and the entire profit is kept in the firm as retained earnings. But how is the dividend
calculated in FINPLAN? You may remember, you have used the dividend rate as 50% in the equity
screen. Dividend in a particular year is a minimum of 50% of the equity, and 50% of profit,
whichever is the minimum. You can check that till the year 2028, equity is 650 million; therefore
50% of the equity is 325 million. Up to 2028, profit is always less than 325 million, so the entire
profit is distributed as dividends. In 2030, equity is 250 million because of equity return in 2029
and 2030. So, 50% of the equity is 125 million. However, the profit is higher than this amount, so
125 million is distributed as dividend, and the remaining is kept within the firm as retained
earnings.
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Operating Account Exported in EXCEL - Tax Loss Carried Forward

Yeaar 2012 2013 2014 2016 2016 2M7 2018 2019 2020 2021 2022 2023 2024 2025 2028 2027 2028 2029 2030 2031 2032 2033 2034 2036 2038 2037
INCOME :
Fixed Income + ather Income 0 0 Q ] c ] o c ] 0 e 0 C 0 o Q Q 0 4 0 [ o 0 e 0
Tatal Sales Revenues a 0 e o 0 1084.57 1107.15 1161.44 11975 12454 120521 134702 1400.6 1456.04 151622 157581 18231 187179 1721.95 1773.61 182681 1881.62 1838.07 1966.21 2056.08 2117.74
Interest Eamed a 0 o [ a o c a 0 ] o C Q (1] Q a 0 e a [ a 109 728 1382 1874
Total Income 0 o 0 0 0 108467 1107.15 1161.44 119756 12454 120521 1347.02 14009 1456.94 151622 157583 1623.1 1871.78 1721.85 1773.81 1826.81 1881.62 1839 16 2000.49 2060.81 213757
EXPENDITURE
General Expenses a 0 [ o c a o c a o e 0 C Q o Q a 0 e 4 0 a o o Q q
Expenditure on Purchases 0 0 e [ [} [} ] [ 0 0 o o C ] 0 Q Q ] e ] [} 0 o ] 0 d
Fuel Casts 0 0 e 0 C 63852 68426 69103 71887 74785 77798 80934 8419 B76.64 911.18 0479 9681 102584 1067.18 1110.19 1156492 1201.48 124089 1300.27 1352.67 1407 1
0&M Costs a o a o 0 15057 1566 16828€ 16037 176156 1832 19052 18814 206.07 21431 22288 2318 24107 250.72 280.74 271.17 28202 2633 30501 317.23 3209
Cantr. To Decornm. Fund o 0 a o 0 1] 0 [} a 0 e o [ Q 0 Q a 0 a ] [} aQ 0 (] a
Interest Pad 0 0 1527 5003 929¢ 11978 9669 B366 793 6847 6268 5858 B44E 5016 4696 422 38B5 3595 4098 4242 2808 1285 o [ [
Foreign Exchange Loss a 0 194 78 1564 1949 1815 1874 1525 1368 1202 1032 B8.6E 7.058 544 an 182 0 e a 0 o 1] ] Q
Cantr. To Decomm. Trust a 0 e o [ Q o [ a 0 ] ] C 0 (1] 0 a 0 4 a 0 a 0 ¢ Q
Depreciaton 0 0 Q o C 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 137.42 13742
Royalty 0 0 a o 0 [} 0 [ a 0 Q 0 C Q 0 ] a ] a 4] 0 o 0 e a
Income Tax a 0 e o c a o c 0 2075 3048 3521 4007 4509 5022 5542 5675 65788 5842 5571 5881 8164 6463 86518 @557 1001
Total Expenses 0 0 1721 5782 10883 1085.79 1073.11 1098.71 1120.22 1164.31 1203.78 1241.39 1280.69 1321.67 1384565 1409.68 145284 1498 18 1552.69 1808.49 1850.38 1696.81 174525 1807.91 1872.9 183723
Profi/Loss 0 0 1721 5762 -10B83 122 3404 5473 7728 8108 9145 10563 12021 13627 15067 166.27 17026 17363 16025 18712 17642 18581 1939 19558 19672 300.35
Didencs 0 [ Q [ 0 a o c 0 6226 9145 10583 12021 13627 15087 18827 170.28 17383 128 125 126 125 125 125 125 124
Retained Earmings (<] 0 -17.21 5782 10883 122 3404 85472 7728 1882 e 0 C Q o Q 1] 0 4428 4212 6142 @081 689 7058 7172 17534
xpenses before tax 073.12 108871 1120.21 114357 1173.28 1206.18 124062 1276.58 1314.33 1354 11 1396.09 144028 1406.28 1550.77 1501 58 1633.87 168061 1742.72 1807.32 1737.
Accumulated loss
Taxable income 16085 8612 1883 BI0 1218 1408 1603 1804 2009 2217 2270 2316 2267 2228 2352 2478 2686 2008 2623 4004
Tax 208 308 352 401 451 50.2 564 588 579 564 557 588 619 846 852 658 100.

Operating Account Exported in EXCEL - Dividends and Retained Earnings

Year 2012 2013 2014 2016 2018 2017 2018 2019 2020 2021 2022 2023 2024 2026 2028 2027 2028 2029 2030 2031 2032 2033 2034 2035 2038 2037
INCOME :
Fxed Income + ather Income Q 0 4 o C 0 0 c Q 0 e 0 C Q o Q Q 0 Q Q c a 0 Q 0 C
Tatal Sales Revenues 0 0 (] 0 C 1084.57 1107.15 1161.44 11975 12454 126521 1347.02 1400.6 1456.64 161522 1575683 18231 1871.76 1721.95 1773.81 1826.81 1881.62 1838.07 1968.21 2056.08 2117.78
Interest Eamed a 1] Q o C a o C a 0 [ o [ a o a a 0 Q a [ aQ 109 728 13852 18.7¢
Total Income 0 o o 0 0 1084.67 1107.16 1161.44 1197.6 12454 120521 1347.02 14009 1456.94 151622 1575.83 1623.1 187179 1721.85 1773.61 1826.81 1881.62 1838 18 2004.49 2060 81 2137.57
EXPENDITURE :
General Expenses. Q o [ [ C ] ] [ a 0 [} [ [ ] 0 Q a 0 [ a [ a 0 ] a C
Expenditure on Purchases 0 0 (] 0 c ] ] [} Q 0 e 0 C 0 o Q a 0 Q a ¥ o 0 Q J c
Fuel Costs 0 0 Q 0 C 6852 £8426 69103 71887 74786 77798 B08.34 B8419F 87588 91118 0478 6881 102584 1067.18 1110.19 115493 1201.48 124989 1300.27 1352.67 1407 18
O&M Costs aQ o [ o C 15057 1686 162B€ 169.37 17616 1832 19052 18814 206.07 21431 22288 2318 24107 260.72 280.74 271.17 28202 26833 30503 317.23 326.92
Cantr. To Decomm. Fund Q 1] Q 0 c ] ] C a 0 e [ C Q 0 Q a 0 4 a C a 0 [ a c
Interest Pad Q 0 1527 65003 929¢ 11978 9889 B36E 793 6B47 6268 65B58 B44E 5018 4508 422 38B5 3695 4098 4242 2806 1265 (1] ] (] C
Fareign Exchange Loss a 0 194 78 1564 1949 1815 16874 1525 1388 1202 1032 88g 7.08 544 an 182 ] e a C Q 0 ] a C
Cantr. To Decornm, Trust (] 1] (] o0 c ] 0 [} a 0 4 o [ Q o Q a 0 e Q C a (1] e J c
Depreciaton 0 0 [ 0 C 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 13742 C
Rayalty 0 0 e 0 C 0 ] C o 0 Q [} C 0 0 Q Q 0 Q 0 0 a ] Q a c
Income Tax Qo 0 Q o0 c ] ] [} 0 2076 3048 36521 4007 4509 5022 5542 65675 6788 bH842 655671 5881 61684 64683 6518 6557 100.12
Total Expenses 0 0 17.21 65782 10883 10856.79 1073.11 1096.71 1120.22 1164 31 1203.78 1241.39 1280.69 1321.67 1384 55 1409.58 145284 1498 16 1552.69 160649 1650.35 1696.81 174525 1807.91 18729 183722
Profi/Loss 0 0 1721 57682 -10B63 122 3404 5473 7728 8108 9145 10663 12021 13527 15067 168.27 17026 17363 18925 16712 17642 18581 1939 19558 198.72 300.35
Dmdends (] 0 (] 0 C [ 1] C 0 6226 9148 10683 12021 13627 15087 18827 17028 17383 128 125 126 125 126 128 125 126
Retained Earnings Q 0 .17.21 6782 10863 122 3404 B473 7728 1882 Q [ o Q 0 Q [ D 4428 4212 5142 @081 689 7058 7172 175.3F
Expenses before tax 1073.12 109671 1120.21 114357 1173.28 1206.18 124062 1276.58 1314.33 135411 1396.09 144028 1408.28 1650.77 1501 58 1633.87 1880681 1742.72 1807.32 17371
Accumulated loss -184.88
Taxable incame -15085 -6812 1883 B30 1218 1408 1603 1804 2009 2217 2270 2316 2267 2228 2352 2478 2686 2808 2623 400EF
Tax 208 308 35.2 40.1 451 502 554 588 57.9 584 557 58.8 619 B46 652 656 1001
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Activity 3

Cash Inflows and Outflows

We move to the next item by clicking “Cash Inflows and Outflows”. The table below shows all
sources of cash that come into the project account at a certain year and the cash that goes out as
expenses. Clicking at the top left corner, this table can be exported to Excel as well. On the
following page there is the Excel table which could be used for calculations.

The block at the top shows cash “Inflows” by sources. During the construction years, the sources
of cash have included equity, loans, and stand-by facility. The company borrows from an export
credit entity as well as takes a project loan. However, they are added together and reported as
“Loans Drawdowns”. This money will be spent to pay the bill of the plant construction. There is a
shortage of funds; therefore, the model withdraws from the stand-by facility to match the fund
requirement.

From 2017, only cash inflow is revenue. However, between 2022 and 2030, stand-by facility is used
again to meet the shortfall.

Let us look now at the lower block, which presents the cash “Outflows”. Between 2013 and 2016,
the major expense is construction related. Other expenses are interest payments and loan
repayments. From 2017, outflows include operating expenses, such as fuel, and financing
expenses, such interest payments, loan repayments, etc.

In the last row, cash outflow for VAT payment and cash inflow of VAT reimbursement are reported.
VAT repayment is reported in negative terms, 219.8 million Ringgits, which is used to repay the
stand-by facility that paid the VAT.

From the year 2034, a large amount of cash is deposited as a short-term deposit, visible in the
top-most row. This is not a good use of cash, as a short-term deposit provides low interest.

In conclusion, this is not a good financial plan. A better financial plan can be developed.
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Cash Inflows and Outflows in FINPLAN

Cash Inflows and Outflows

Cash Avaliabie In Short Term Deposis (at end of previous year) ° o L o o L o o L]
[ BN BN N BN BN Bl [ |
INFLOWS :

Revenues o o -] o L] 1064 .57 1107.15 1151 .44 1udrs
Fixed Revenues L L -] L] L] L L] o -]
Sales o o L] o o 106457 1107.15 1151 . 4a 1197.5
Othars o o o o o L] o o o

Interest Earmed L o o o o L] o o o

New Equilty ] 100 150 200 W0 L] [ ] [ ] L]

Bonds lssue ° o L ° L e o o L]

Loans Drawdowns L 193.92 587.58 791.27 179 59 L] L o o

Stand-by Facliity 96.48 149 73 156.71 149 .81 L]

TOES SRt - m m SRS ESS FRS SESS ST m m Sses

Flow fram ShontTermDeposits

Total Cash Avalable _ u m m m m m m m

OUTFLOWS
Investmant L 361.48 804 D& 1002.89 S80.04 L] L] o o
O&M + Decommissioning Cost o o e o o 150.57 156.6 162.86 169 37
Fusl Expansas o o -] o o 63852 664.26 &81.03 718.87
Expeanditure on Purchases L o -] o L] L] o o a
General Expenses o o L o o L o o -]
Intarest Pald L o 15.27 50.03 22.99 11978 96.69 88.66 79.3
Repayments: Loans & Bonds L o 3.67 14.84 29.97 153.7 159.62 165.8 172.26
Repayments: Stand-by facility o o o L] o 221.87 0 43.09 57.68
Equity Repayment L] L] -] L] L] L] [ ] o o
Taxes & Roayaltias L o e o o L] L o o
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Cash Inflows and Outflows Exported in EXCEL

Cash Inflows and Outflows

ﬁ'u;mmdgm;&n P ] e " P N o o o o PO A B ) P e S |
Year 12 017 2014 215 2018 2017 218 2018 2020 2021 2022 AN 204 225 2026 0207 228 200 2030 203 2002 2037 034 2005 208 2007 238 2000
Revenues 0 0 0 0 0 1085 107 1151 1198 1245 1295 1347 1401 1457 1516 1578 1623 1872 1722 1774 1B27 1882 1848 1088 2068 2118 2181 2247
Fixed Revenues ¢ ¢ 0 06 o0 o0 0 o 0o © o0 o6 o 0 o0 0 o0 0 o0 0 o0 0 O 0 0 0 O ¢
Sales 0 0 0 0 0 1085 107 1151 1198 1245 1295 1347 1401 1457 1516 1578 1623 1872 1722 1774 1B27 1882 1648 1988 2058 2118 2181 2247
Others ¢ 06 0 o 0 o0 ¢ o o0 0 o0 O ©O0 0 O O o 0 O 0 0o 0 O 0 0 0 O ¢
Iderest Eamed ¢ 0 0o 0 o0 o0 0 o O 0 o0 0 o0 0 o6 0 O0 0 o0 0 0 0 1 7T W AN B A
New Equity 0 100 160 20 20 06 o0 o0 o0 6 o0 o o0 0 o0 0 o0 0 O 0 0 0 O 0 0 0 O ¢
Bonds lssue ¢ 06 o o0 0 o0 0 o0 O O O O O O o6 0 o0 0 o0 0 0 0 O0 0 0 0 O 0
Loans Drawdowns 0 14 568 ™ 40 0 0 o o0 0 o0 o o0 o0 o 0 o 0 o0 6 o 0 0 6 0 0 O ¢
Stand-by Facikty 0 9 160 %67 450 o0 0 o0 0 8 X®» B A ¥ BV 4 B 6 @ 0 0o 0 0 0 0 0 O 0
Tatal Inflaws 0 300 887 1148 740 1085 1107 1151 1187 1254 1328 1377 1424 1481 1540 1619 1677 1734 1740 1774 1827 1882 1830 2000 2070 2138 2208 2277
Flow from SharTermDepoits ¢ 06 o 06 o O0 o0 o o0 © o0 o6 o 0 o0 0 o 06 o0 0 o0 0 O 0 0 0 O 0
Tokal Cash Avalable 0 300 867 11478 748 1085 1107 1151 1198 1254 1328 1377 1424 14B1 1540 1619 1677 1734 1740 1774 1827 182 1838 2000 2070 2138 2208 22717
Ivestment 0 %148040100285800 ¢ 0 o o0 © o0 o o0 © O O O O O O O 0 O O O 0 O ¢
08 + Decommissianing Cast 0 0 0 0 0 161 157 18 169 178 180 1M1 198 26 214 223 232 241 250 281 271 242 200 M6 37 20 M3 M7
Fuel Experses 0 0 0 0 0 639 684 691 710 48 TTA B9 B42 B78 O11 O48 988 1028 1067 1110 1155 1201 1250 1300 1353 1407 1484 1520
Expenditure on Purchasas ¢ 06 o o6 0 o0 o0 o 0 © o0 o o 0 o0 0 o0 0 o0 0 o0 0 O 06 0 0 O 0
General Expenses ¢ 06 o o6 o 06 0 o0 o0 0 o0 0 o 0 o0 0 o0 0 o0 0 o0 0 O 0 0 0 O ¢
Ideres: Paxd 0 0 1527 60 9 120 97 B 79 68 6 5 64 S0 48 42 ¥ ¥ 4 &£ A B 0 0 0 0 O 0
Repayments: Loans & Bonds 0 0 467 15 30 154 180 186 172 179 & 177 89 168 178 185 W o0 o0 0 o0 O O O 0 Q0 O ¢
Repayments: Stand-by &acilty 0 0 0 0 0 22 2 4 48 0 o0 0 o0 0 0 0 o0 0 o0 1O W 162 0 06 0 Q0 O ¢
Equity Repayment o 0 o o0 0 0 0 o0 0 0 O 0 O O O 0 0 20 20 0 0 0 0 0 0 0 O ¢
Taxes & Royalfies 0 0 0 0 0 0 0 0 0 2N XN 3B 4 45 0 65 67 58 5 56 59 62 65 65 66 100 100 9
Dividend 0 0 0 0 0 0 0 0 0 62 8 106 120 135 151 186 170 17363 125 125 125 125 125 1256 125 126 125 126
Flow to sherd term deposits o ¢ o 0 0 ©0 0 0 O O O 0 0 O O 0 0 0 O 0 0 3 208 200 20 UK 5 N
Total Outfiows 0 981 820 1068 703 1284 1107 1151 1998 1254 1328 1377 1424 14B1 154D 1819 1677 1734 174D 1774 1R27 1BB2 1838 2000 2070 2138 2208 277
Cash Avatable (VAT) 020 @4 80 & 20 0 o0 o0 0 o0 0 o0 0 o0 0 o0 ¢ o0 0 0 0 0 o0 0 0o 0 0}
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Activity 4

Balance Sheet

The next item of the results menu in FINPLAN is the “Balance Sheet". This is defined in the lecture.
The balance sheet gives a snapshot of the financial health of a company by reporting what the
project company owns and what it owes at a certain point of time. What it owns are called assets,
reported in the upper half of the table. What it owes are called liabilities, reported in lower half of
the table. Again, by clicking at the top left corner, we can export this table in Excel.

On the following page, you can see the same table exported to Excel. Let us discuss the asset
portion first. When construction is completed, asset value is reported, which is the total
construction value, 2,748 million. Depreciation starts from the same year, at the rate of 5% per
year, as we have assumed straight line depreciation with depreciable life as 20 years.

Receivables are the short-term assets, which would be encashed soon. In this case, this is the VAT,
or value added tax, which has been paid during the construction. This will be refunded on the year
the plant starts selling electricity. The short-term deposit starts accumulating from year 2033.

Now we look into the liability portion. Investor’s equity is liability to the project company, which
is reported in the first row. Cumulative retained earnings reported in the operating account are
transferred to the balance sheet and reported under the heading "Retained Earnings”.

Loans from export credit and other sources outstanding in a year plus net of principal paid in that
year is reported under net loans outstanding. Current maturity includes accumulated stand-by
facility, plus the loan amount due next year.
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Balance Sheet in FINPLAN

Balance Sheet in Local Currency (Million)
o oo [aow Joos [aoe [wow Joow s [ww [wnw [wm [wn [wse [aw
- | (¢ | [ [ [ | |
Gross Fixed Assets 0 0 < [ 0 2748.45 2748.45 2748.45 2743.45 274845 274845 2748.45 274845  2748.45
Less:Acc Depredation [ 0 ) 0 0 137.42 27484 41227 54969  687.11 82453  961.96 109938  1236.8
Lass:Bal Consumar Contribution ° 0 L] L] 0 0 ° 0 L] 0 o 0 L] 0
NetFixed Assets L] 0 < o o 1o U736 DIGAR 1NMTE 206104 192391 170689 164907 1511.68
Work In Progress © 36148 1165.52 216841 274845 0 ] 0 ° [] ° 0 ° 0
Recelvabies o 1892 93.24 17347  219.88 < -0 -0 < -0 -0 2 -0 -0
Short Term Deposits 0 0 o [ [} [} o ) ) 0 ° 0 ° [
TOTAL 1258.7% 134188 1968.32 2611.02 147316 1336.18 2119.7% 1061.34 1923.91 1786.49 164507 1511.65
I S S
fquity
Retained Eamings 0 o -r.n 75.03 -183.66 -184.88  -150.83 “86.1 -18.82 0 ° 0 ° [
Bonds Outstanding 0 0 ° [ [ 0 [ o 0 0 ° 0 ° [
NatlLeans Outstanding o 1%0.28 765.08 1534.32 1797.08 1657.01 1509.43 1353.96 1190.26 1021.86 856.42 697.91 538.25 369.04
Consumer Deposits + Decommissioning Reserve 0 ] ] o L] 0 L] ] ] 0 ] /] ] 0
Cument Maturity L] 100.11 Hwon 41250 T04.9 i “i ol a2 7m.n my an a17.49 am. s “Hon 4% el
TOTAL L 1%0.4 1158.7¢ 134188 968012 1611.02 4716 1136.18 1198.7% 1061.14 19131.91 1706.4% 164907 1S11.68
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Balance Sheet Exported in EXCEL

Balance Sheet in Local Curvency
(Million)

Study Year ’g‘msnumsmsmrzmmzmzmmzmsmmsmnnmzmmmwmmmsmmzmmsm
Assets:
Gross Fixed Assets 0 0 0 0 02748 2748 2748 2748 2748 2748 2748 2748 2748 2748 2748 2748 2748 2748 2748 2743 2748 2748 2748 2748 2748 2748 2748 2748
Less:Acc.Deprediation 0 0 0 0 0 137 275 412 550 687 825 962 1099 1237 1374 1512 1649 1786 1924 2061 2199 2336 2474 2611 2748 2748 2748 2748 2748
Less:Bal.Consumer
Contribution o o o ¢ 0 06 0 0 0 0 0 o0 ¢ 0 0 0 O O 0 O O 0 0 0 O 0O 0 0 0
Net Fixed Assets 0 0 0 0 02611 2473 2336 2199 2061 1924 1786 1649 1512 1374 1237 1099 962 825 687 550 412 275 137 O 0 0O O 0
Work In Progress 003611166 2166 2746 ¢ 0 0 0 ¢ 0 ¢ ¢ ¢ 0 0 O O 0 O O O O O O O 0 0 0O
Receivables o 2% 9132 0 0 0 0 0 0 0 ¢ 0 0 0 0 O 0 O O 0 0 O O O O 0 O
Shart Term Depasits oo o ¢ 0 0 0 0 0 0 O O O 0 0 0O 0 O 0 0 0 3 243 451 GRO 835 1010 1183 1353
TOTAL 0 390 1259 2342 2968 2611 2474 2336 2199 2061 1924 1786 1649 1512 1374 1237 1099 962 825 687 550 449 518 588 6G0 835 1010 1183 1353
Equity and Liabilities :
Equity 0 100 250 450 650 650 650 650 650 650 650 650 AS0 G50 650 650 RS0 450 250 250 250 250 250 250 250 250 250 250 250
Retained Earnings 0 0 -17 -75-184 185 /151 % -9 0 0 0 O 0 0 0 O 0 44 86 138 199 268 338 410 585 760 933 UM
Bonds Outstanding o o o ¢ 0 ¢ 0 0 0 0 0 0 ¢ 0 0 0 0 0 o0 0 0 0 0 0 O 0 0 0 0O
Net Loans Outstanding 0 190 765 1534 1797 1657 1509 1354 1190 1022 856 698 538 39 19 o0 0 O O O O O O O O O O O O
Consumer Depasits +
Decommissianing Reserve oo o ¢ 0 ¢ 0 0 0 0 0 0 ¢ 0 0 o0 0 0O 0 0 O 0 0 0 O 0 0 0 0
Current Maturity 0 100 261 433 705 489 465 428 377 389 417 439 461 493 534 587 449 512 530 35 12 0 0 0O O 0O 0O 0 0
erTAL 0 390 1259 2342 2968 2611 2474 2336 2199 2061 1924 1786 1649 1512 1374 1237 1099 962 825 687 550 449 518 588 660 835 1010 1183 1353
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Activity 5

Shareholders’ Return

The next output from the model is the “Shareholders’ Return”. If you click it, the following table
will appear. We export this table in Excel and we will explain it.

At the top, it provides shareholders’ Net Present Value (NPV) and equity Internal Rate of Return
(IRR). The concepts of NPV and IRR are explained in the lectures. That means in calculation only
shareholders’ contribution, which is equity, is considered as cost. Benefits include shareholders’
earnings, which are dividends, and the disposal value of the plant, which is basically cash that
remains in the project account. The loan and remaining portion of the earnings are ignored. NPV
is positive and IRR is 12.19%. Both are good, and the project is attractive for the investors.

The model also calculates the return on equity on an annual basis by dividing the dividend in that
year into the total equity outstanding. Equity was injected for four years, starting from the year
2013. After 2016, no equity was injected. Therefore, equity outstanding in the year 2017 and
onwards is 650 million. The dividend in the year 2021 is 62.3 million ringgits and equity is 650
million Ringgits. Return on equity is 62.3 divided by 650, which is 9.58%. Next year the dividend
increases to 91.5 million Ringgits; however, outstanding equity remains the same at 650 million.
Therefore, the return on equity is 14.1% and so on.

Activity 6

Financial Ratios

A power project has many stakeholders; the most important are the owners and investors, lenders,
government, and regulators. FINPLAN produces many financial ratios. By clicking the button
“Financial Ratio”, the following table appears. These ratios determine the financial viability of the
project from the viewpoint of different stakeholders. By clicking the top left button, we export the
table in Excel. We explain three ratios: Leverage, Exchange Risk, and Debt Service Coverage. The
meaning behind these ratios is explained in the lectures.

FINPLAN has a default value for each of these ratios and judges the computed value from the
project relative to that. If it is less than the default value, then it reports "PB”, otherwise, "OK". In
the next pages, we explain these ratios one by one.
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Shareholders’ Return in FINPLAN

Yy

Shareholders' Return in Local Currency (Million)

icinises s _

1623 95 1219 %

InRial Equity

Eg.Inoease 2 -0 -100 -150 -200 -200 -0 -2 -0 - - -2 -0 -0
Eq Repaymants ° o o < o z o o ° o o o ° o
Divigene < ° ° < o M ° - o - 62.26 91 a5 108 &3 12021

Return On Equity (%) 1s.07 18.25 18 49

Shareholders’ Return Exported in EXCEL

Shareholders' Return in Local Currency (Million)

NPVProjet | BR |

162394 12199

Ve 2011 | 2012|2013] 2014 | 2015 2016 2017 2018 (2019( 2020] 2021 | 2022 | 2023 | 2024 | 2025 | 2026 | 2027 | 2;em | 2029 | 2030|2031 (2092 2033 2034] 2035|2096 | 2037 2038 2099] 200 2041 2042] 2043 | 2044] 2045| 2046 |
Intta Equity ¢ o o 0 0 0 0 ¢ 0 ¢ 0 © ©0 6 0 0 © ©0 0 0 0 0 0 0 O 0 0 0 0 O 0 O 0 0 0 O
fq.ncrease 0 0 %O W-00 0 0 O O O © 6 0 o0 ©o O O 0 0 0 O O O O O 0 O O O OO O O O
bq.Repaymerts ¢ 0 o ¢ 0 ¢ 0 ¢ ¢ 0 © O © @ 0 o 0 0 0 M 0 0 0 O O O O 0 0 O O O O O O 0O
Dividend b0 0 0 0 0 0 0 0 0 626 9145 10563 1020 13527 15047 1627 1026 1763 125 15 125 15 126 125 125 125 115 15 125 126 18 126 15 125 18
Iy_m 0 0 0 0 © 0 0 ¢ ¢ 0 © © 0 6 0 @ © O 6 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 nEs
Total Flow 0 0 100150 200200 0 0 0 0 6226 9145 10563 12001 13627 1507 16627 1006 36 305 1§ 126 106 126 105 106 L5 126 16 16 125 10§ 126 1% 126 24mM
BetomOnbouty ) 0 0 0 0 ©0 0 0 0 0 0 8
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Financial Ratios in FINPLAN

It e UUS
X E1 BN BN BN EnEN BN BN BN BN En e e el ER
Working Capital = o.s LR 1] 088 o 081 08 082 0.8 0.8 07s 0.7s 0.72 0.&7 0.6
s re e res L4 ] re L4 ] Ll ] L4 ] rs L] rs Ll res re
Leverage I ° 1.9 329 4.09 iss 156 302 244 189 1.57 1.32 107 0.83 .57 0.2
Ok FB FB PB PB P8 re FB PB FB PB Ok ok ok ok
Equipmant Renewal < 1 1 1 1 0.95 0.9 0.85 0.8 0.7s 0.7 0.65 0.6 0.55 0.
re ok Ox Ox Ok Ok ok Ok Ok Ok Ox ok Ok Oox Ok
Gross Profh Rate < o o ° o 068 065 0.65 0.68 068 068 065 0.68 0.6 os
re L4 re re re ok Oox ox ox ox ox ox ok ok ok
Debt Repaymant Time 0.2 40 40 40 40 6.02 527 455 38s 318 256 201 1.49 0.98 0.4
Oox PB PB PB PB PB PB PB Ok ok Ok Ok ok Ok ok
Exchange Risk 0.1 0.1 0.1 0.9: 024 0.7s 1 1 1 106 109 113 1.12 113 11
L] L] rn re L4 ] L L] L L4 s Ll s L] (4] re
Breakeven Point 0.1 0.1 10 10 10 1 0.93 0.91 o ss 0.8s 0.83 0.7y 0.75 .73 0.7
Ok ok Pe FB FB Ld ] PE FB Ld PB PB ok ok Ok ok
Intemst Charge Weaight 0.01 0.01 2 2 2 0.28 0.22 0.19 0.17 0.14 0.12 o112 0.1 o.09 0.0
ok ok rs L] Fe FBe Fe ox Oox ok Oox ok Oox ox oK
Global Ingex 004 236 amn 454 44 166 188 142 128 1.2 112 108 0.9 o9 o.s
Seif Financing Ratlo < o -0.02 -0.08 -0.42 o o ° o < o ° o o
Ox ok Ok ok ox Ok Ox Ok Ox Ok Ok Ox ox ox ok
Dabt Equity Ratlo < 0.66 0.77 0.8 0.79 0.78 0.7s 0.71 0.65 0.61 0.57 0.52 0.as5 0.36 0.2
Fe Ok Ok Ok Oox oK Ok Oox ok Ok FB Pe FB Fe FB
Debt Service Coverage < o " Jo08 16 1.0 112 117 123 123 1.24 32 144 151 15
e re ox Ok Oox re rs re s s e ox Oox ox ox
ROR on Rav Assats - o -0.28 -0.47 -0.64 442 514 5.96 691 7.02 7.73 885 10.17 1173 13.6
PB P8 PB PB PE P8 P8 PE PE P8 PE Ok ok Ok ok
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Activity 7

Leverage

Leverage is also known as the debt-equity ratio. Simply calculate by dividing debt in a particular
year by the equity outstanding in that year. The higher this value is, the worse the financial
condition of the project, as the assets of the project depend more on debt, indicating the danger
of bankruptcy. Therefore, the lender has a preferred value.

Default debt—equity ratio is 60:40, or 1.5. If leverage of any year is greater than 1.5, it reports it as
"PB”", or problematic, and "Ok” if it is less than 1.5. If it is problematic, then equity should be
increased to bring the ratio down. This number is important during the construction phase and
the loan repayment stage. The modeller can select other values that will be deemed acceptable
by the lender. For example, 75 to 25, or 3, and adjust the debt-equity ratio accordingly.

If we assume debt—equity ratio of this project as 75 to 25, then from the table, this is not complied
with between the year 2014 and 2018. Therefore, this plan is not acceptable; more equity needs
to be injected during the construction year. That will influence many other financial aspects of the
project, for example, NPV, IRR, etc.

Activity 8

Exchange Risk Ratio

The principal and interest of foreign loans due in a year need to be repaid in foreign currency. So,
the company needs enough local currency to buy the required foreign currency based on that
year's prevailing exchange rate. The exchange rate varies over the year, and this may lead to
foreign currency risk. The exchange risk ratio ensures that, in any particular year, enough local
cash should be available so that foreign currency needed to repay foreign loans and interest due
in that year could be bought when applying that year’s exchange rate.

FINPLAN assumes the default value as 1.2 or security margin as 20%. That means that the local
cash available in a particular year should be 1.2 times or 20% higher than the local cash needed
to buy the required foreign currency to repay foreign loans and interest due in that year, applying
the exchange rate of that year.

It is important during the loan repayment period. In this model, it is clear that the financial plan
of our project would not be acceptable to the lender, as the exchange risk ratio is less than 1 in
2017, and 1 thereafter. It can be improved by increasing the revenue, that means price, or injecting
some loans or bonds in local currency.
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Leverage
Study Year 2012 | 2013 | 2014 | 2015 | 2016 | 2007 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2024 | 2005 | 2026 | 2027 | 2028 | 2025 | 2030 | 2031 | 2032 | 2033 | 2034 | 2005 | 2036 | 2037 | 2038 | 2039
0 19 | 329 | 409 | 385 | 356 | 302 | 244 | 189 | 157 | 132 | 107 | 0% | 057 | 0.28 0 0 0 0 0 0 0 0 0 0 0 0 0
ok | e | es | o | o | s | »o | s | #e | pe | pe | ok | ok | ok | ok | ok | ok | ok | ok | o [ ok | ok | ok | ok | ok | ok | ok [ ok
Exchange Risk 01| & 01 | 081 | 024 | 078 1 1 1 106 | 109 | 11 | 2122 | 133 | 104 | 134 | 104 | 136 | 13 | 111 | 111 | 113 | 126 | 125 | 124 | 12 | 119 | 118
] ] P8 4] ] 4] ] ] P8 L] P8 P P8 P8 L] Ok ok ] P8 Ok Ok ] P8
Debt Service Coverage 0 0 792 | 308 | 163 | 101 | 112 ) 117 | 123 ) 121 | 124 | 132 | 144 | 151 | 153 ) 154 | 15 | 965 | B49 | 818 | 1219 25% | O 0 0 0 0 0
PB Pa Ok Ok Ok P8 PB P8 PR P P8 Ok Ok Ok Ok Ok 3 Ok Ok Ok Ok 0k P8 P8 P8 P P8 P8
Exchange Risk Ratio
StodyYesr | 2012 204 | 2015 | 2006 | 2017 | 2018 | 2019 | 2000 | 2000 | 2022 | 2023 | 2024 | 205 | 2026 | 2007 | 2008 | 2029 | 2090 | 2091 | 2032 | 2093 | 2094 | 2035 | 2096 | 2097 | 2038 | 203
iLeverage 0 19 | 329 | 409 | 385 | 356 | 302 | 244 | 189 | 157 | 132 | 107 | 083 | 057 | 08 0 0 0 0 0 0 0 0 0 0 0 0 0
ok | e [ ee | pe | pa | pe | pe | pe | pe | pe | Pe | ok | ok | ok [ On | ok | ok [ ok [ ok | ok [ ok ok | ok | ok | ok | ok [ o
Risk 01| 01 01 | 091 | 024 | 0% 1 1 1 106 | 109 | L1 | L12 | 123 | 114 | 114 [ 134 | 136 ) 13 | 111 | 111 ) 113 | 126 | 125 | 124 | 12 | 119 | 114
P8 [« ] PB P P8 P8 4 P8 4] P8 ] Pl 4] ] 4] PB P8 Ok Ok P8 ) Ok Ok Ok 4] P8 4]
ServieCoverage | 0 | o | 792 [ 30e |16 | vor 132 | 17| 123 12 | 124 | 132 [ nas | sy | 183 [ ase | 15 |95 | 849 | sas |m29| 9| 0 | o | o | 0| 0| 0
pe | »s | o | ok | o [ »o | #o | »e [ »s | s | ps [ oc | ok | ok | ok | ok | ok [ ok | ok | ok [ oc | o | s [ s [ o | e [ b8 | 0
Debt Service Coverage
Study Year 2012 | 2013 | 2004 | 2015 | 2006 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023 | 2004 | 2025 | 2006 | 20207 | 2028 | 2029 | 2030 | 2031 | 2082 | 2033 | 2034 | 2035 | 2036 | 2037 | 2038 | 2039
[Leverage 0 | 19 ) 329 | 409 [ 385 [ 356 | 302 | 244 | 189 | 157 [ 132 (107 | 083 | 057 | 09| O 0 0 0 0 0 0 0 0 0 0 0|0
Ok | PB | Pb | P0 | PO ( PO | P8 | P8 | PB | PO [ PO | Ok | Ok | Ok [ Ok [ Ok | Ok | Ok | Ok [ Ok [ Ok | Ok | Ok | Ok [ Ok | Ok | Ok | Ok
Exchange Risk Q1 [ 01 | 01 |091 (024075 1 1 1 [ 105 ) 108 | L1 [ 112 | 113 ) 104 [ L34 | 104 136 | 13 [ 111 | 111 | L13| 126 | 125 | 14| 12 | 119 | L8
PO | P | PB | P | B [ P8 | P8 | PB | P8 [ PO | PO | P8 | PB | PB [ PO | PB | PO | Ok | Ok [ P8 | P8 | P8 [ Ok [ Ok [ Ok | P8 | PB | PB
[Debt Service Coverage | 0 0 | 792 | 308 | 163 [ 101 [ 112 | 117 (123 | 120 | 124 | 132 [ 144 | 151 ) 153 [ LS4 | 15 | 965 [ 049 | 818 | 1219|2596 O 0 0 0 0 0
pp | b8 | ok | ok ) ok | ee | po | e | ea | pe | e | ok | ok [ ok | oc | ok | ok | ok | ok | ok | ok | ok [ ps [ P [ paf o pafopefom
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Activity 9

Debt Service Coverage

The debt service coverage ratio (DSCR) is important for the lenders. They want to be sure that
there is enough cash in the account, so that the principal and interest due in any particular year
will be repaid.

Default value in FINPLAN for this ratio is 1.3. Therefore, security margin is 30%. That means cash
available in a particular year, which is net income before paying interest, plus new equity if there
is any, should be 1.3 times or 30% higher than the payment, which is the total of interest and
principal amount due in that year.

Lenders monitor this indicator during the loan repayment period. If it is less than 1.3, then the
modeller should make the adjustment. For example, increase the price or inject new equity. The
DSCR of our project given in the above table is violated between 2017 and 2022; therefore, re-
evaluation is needed. Therefore, the current financial plan of the coal power project is not a viable
one as it does not comply with several aspects — revision is needed. As has been previously
mentioned, FINPLAN cannot optimize the financial plan by itself, it needs to be done manually, so
that all aspects are compiled and NPV and IRR are optimized.
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