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Year O Year 1 Year 2 Year3 Year 4 Year5 | Year6
Year (5000) (5000) (5000) (5000) (5000) (5000) | (5000)
Receipts
Sales (5% increase) 3,675 5,402 6,159 6,977 6,790
Payments:
Material( 10%
Increase) (589) (908) | (1,198) | (1,537) | (1,449)
Labour (10% Increase) (2,1277) | (1,815) | (2,396) | (3,075) | (2,899)
O/heads (5% Increase) (53) (110) (116) (122) (128)
TAD (W 1) (1,125) (844) (633) (475) | (1,423)
Taxable Profits 731 1,725 1,816 1,768 891
Corporation Tax 0 (256) (604) (636) (619) (312)
Add Capital Allowance 1,125 844 633 475 1,423
Non-Current Assets (4,500)
Working Capital (W 2) (300) (120) (1312) (144) (156) -42 893
Net Cash Flow (4,800) 1,736 2,182 1,701 1,451 1,653 581
Discount Rate (15%) 1 0.870 0.756 0.658 0.572 | 0.497 0.432
Present Values (4,800) 1,510 1,650 1,119 830 822 251
NPV in US Dollars 1,382
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iClanall W 3
$ 3,675,000 = 1.05 X 3,500,000
$ 5,402,000 = 1.05% X 4,900,000
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Cash DF @ 20

Year Flow % PV
Zero (4,800) 1.000 | (4,800)
1 1,736 0.833 1,446
2 2,182 0.694 1,514
3 1,701 0.579 985
4 1,451 0.482 699
5 1,653 0.402 665
6 581 0.335 195
NPV 704
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Net asset valuation JgeYl 3le omis .1
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Net asset valuation Jged! 3be @uuds
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YVes 1,598,281 = ( 0.074 — (0.15) /1.074 X 113,100
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Ba = (0.67 x 1.3865) + (0.33 x 0.75) = 1.175
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Option valuation

In the CBE, you would enter the five figures here into the BSOP
spreadsheet, and the spreadsheet would be pre-programmed to
give the following results:

di =1.2076

d2 =0.7833

N(d1) = 0.8864

N(dz2) = 0.7833

c=224

p=0.17

200,000 puts would therefore cost = 200,000* 0.17
= $34,000

(Reasonableness check: This option is out of the money so we
would expect a low value.)
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