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Quayle City Subduction 7w n"011's nin"IT °
(D717 1'7'na) Plant

Trecome Assets
Sales 550 Net W.C. S0
COGS 275 Property, plant and

Selling, G&A 75 equipment 1170

less depr. 360

200
taxes (@ 35% % 70
Net Income $130

Net Invest.. S10

Other assets 110

Total Assets  $1,000
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(ROI) nypwnn 7y nxiwnn

RO — LEAS — .13
1. 000

COC =10% 7w in y'nn Marm. e

(NetROI) nypwnn 2y n'pan aNIWNN °

NetROI =13% - 10% = 3%
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N'? NNY72IT AXIvn = EVA IXN 'MMXY DN e
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V4 = Residual Income

= Income Earned - income required

= Income Earned - [Cost of Capital x Investment]

10% X1 1NN 'NnY [N1'na e
VA = Residual Income

— 130 — (.12 % 1,000)
— +810million
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FFP = Economic Profit (COC)
= (ROI — r)x Capital Invested

12% NIN [IND 'NNY N1'N2 ,KNAIT?
EP = (ROI — r) x Capital Invested

=(.13-.12)x 1,000
= $10million
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1997 - ni'xj7' X ninan 7 EVA

i millions : Capital Feturn on  Costof
’ : i b Inwvested Capital Zapital

Coca Cola | $2,442 F10. 214 36.0%% QT

Drowr Chetmnical i 6,81 23,024 122 9.0

Ford Motor i 1,719 58,272 121 9.1

Seneral Electric i 2,515 53,587 177 1277

eneral Motors i - A.527 B2.88f7 H. 9 a-r

He-wlett - Paclkard | - 99 24,185 15 2 15°7F

I B i - 2,745 B r,451 T.a8 11.8

Johnson & Johnson i 1,327 18,138 218 1355

Ml erclc i 1,688 22,219 23.0 14 5

Microsoft i 1,727 S.680 471 11.8

Philip MMotris i 3.119 42,885 20.1 125

Safeway | 335 4. 963 1577 5.5

TTAT. i 298 135,420 9.8 T2

WAralt Cisne v i - 3477 A0,°702 11.0 12 .6
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cash receipts + change in price

Rate of return = ot :
beginning price
_ G+ (A-K)
£

Economic income = cash flow + change in present value

C,+(PV, —PV;)
PV,

Rate of return =
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INCOME

RETURN

ECONOMIC

Cash flow +
changein PV =
Cash flow -

economic depreciation

Economic income

PV at start of vear

ACCOUNTING

Cash flow +
change in book value =
Cash flow -

accounting depreciation

Accounting income

BV at start of vear




Nodhead ninn ?2v nirrnn

Cash 11 0w

PV at start of
year (r = 10%)
PV at end of
year (r = 10%)
Change in
value

E conomic
incomne

Rate of return
Co

E conomic
depn.

100
1000

1000

100
10

200
1000

901
-99
101
10
99

YEAR

3 4
250 298
901 741
741 517
-160 -224

90 74

10 10
160 224

298
317

271
-246
52
10
246

298
271

-271
o
10

271




Nodhead 7¢v ROIl-1 0902 nin

Cash flow

BV at start of
year, sirt line
depn

BV at end of
year, sirt line
depn

Change in BY

B ook income
Book ROT %
Book depn.

1
100
1000

333

-167
-67
-6.7
167

2
200
333

667

-167
+33
4.0
167

YEAR

3 4
250 298
667 3500
300 333
-167 -167
+83 +131
12.4 26.2
167 167

298
333

167

-167

+131
393

167

298
167

-167
+131
78.4
167




MBA ,CRM ,FRM x1719 'vin
alrdVil

Mo 'Y
roip@intrinsicvalue.co.ll
052.598.1668

Office: +972.77.507.0590 W Fax: +972.77.507.0591 ® www.intrinsicvalue.co.il B info@intrinsicvalue.co.il


mailto:roip@intrinsicvalue.co.il

