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INVESTMENT ANALYSIS YEARLY EXAMPLE WITH EXPENSES ONLY
COMPARISON
Canadian Example

INTRODUCTION
This example shows how to compare two investments that;

1. Involves an investment in equipment
2. Incurs operating costs

Uses the “Invest Expenses Only Yearly Projection” template and the “Incremental Cash Flow
Report” because revenues are not relevant to the investment decisions.

EXAMPLE

A organization needs to install monitoring equipment to measure the number of units processed
per hour and has received proposals from two suppliers and needs to decide which is the most
economic alternative over a seven year period.

General Information

Analysis Period: 7 Years

Corporate Marginal Tax Rate: 33.00%
% of Capital Gain: 50.00%

Discount Rate (Before Tax): 15.00%
Depreciation: CCA Rate 30.00%

Supplier A.

Investment: $500,000

Repairs & Maintenance: $35,000 for the first year increasing at 4.00% per year
compounding

Utilities: $250 per month for the first year then increasing at 3.00% per year compounded
Working Capital for spare parts: $30,000

Salvage Value: $15,000

Supplier B

Investment: $400,000
Maintenance Contract: Supplier B will provide a maintenance contract, which includes parts
and labor at $4,000 per month for five years and then $5,500 per month for the remaining two
years. The maintenance contract excludes overtime calls.
Estimated overtime maintenance costs;
Hourly Rate: $60 per hour for the first year then increasing at 3.00% per year compounded
No. of Hours per year: Year 1 - 100 hours increasing at 4.00% compounding per year for
the next two years then 7.00% per year compounded
Utilities: $300 per month for the first year then increasing at 3.00% per year compounded
Working Capital: Zero
Salvage Value: $15,000

TEMPLATE SELECTION
The selection of the appropriate template is based on the following;

1. The analysis is not impacted by the revenues, which is the same for both options

2. Projections are Yearly
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Template: Invest Expenses Only Yearly projections

STEPS
Using the Invest Expenses Only Yearly projections template;

1.
2.
3

Enter the analysis for Supplier A and save

Enter the analysis for Supplier B and save

Use the “Project Comparison Report” or the “Incremental Cash Flow Report” to compare the
two options

SUMMARY OF THE TEMPLATE INPUT INFORMATION

Supplier A

Project Info Folder

Project Name: Monitor from Supplier A

Project Description: Production Line Measuring System
Analysis Period: 7 years

Investor Folder

Marginal Tax Rate: 33.00%

% of Capital Gain: 50.00%

Discount Rate (Before Tax): 15.00%

Investment Folder
Description: Equipment
Amount: $500,000
CCA Rate: 30.00%

Working Capital Folder
Working Capital: Year 1 $30,000

Expenses Folder
Repairs & Maintenance: $35,000 for first year increasing at 4.00% per year compounded
Utilities: $250 per month for the first year then increasing at 3.00% per year compounded

Financing Folder
No financing

Salvage Value Folder
Salvage Value: $15,000
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Supplier B

Project Info Folder

Project Name: Monitor from Supplier B

Project Description: Production Line Measuring System
Analysis Period: 7 years

Investor Folder

Marginal Tax Rate: 33.00%

% of Capital Gain: 50.00%

Discount Rate (Before Tax): 15.00%

Investment Folder
Description: Equipment
Amount: $400,000
CCA Rate: 30.00%

Working Capital Folder
Working Capital: Zero

Expenses Folder

Maintenance Contract: $4,000 per Month for five years then $5,500 for the remaining two

years compounding

Overtime Service Costs:
Hourly Rate: $60 per Hour for first year then increasing at 3.00% per year compounded
No. of Hours per Year: 100 for the first year then increasing at 4.00% compounding for
the next two years then 7.00% compounding per year for the remaining years

Utilities: $300 per month for the first year then increasing at 3.00% per year compounded

Financing Folder
No financing

Salvage Value Folder
Salvage Value: $15,000



Investit Software Inc. www.investitsoftware.com

INSTRUCTIONS OR ENTERING SUPPLIER A

Getting started
The first step is to open the Investit Decisions Template “Invest Expenses Only Yearly” as

follows:

1. Open Investit Decisions.
2. Select the Investit Templates folder

Investit Templates] Wty Templates ] Wy Projects ]

Select Template for Hew Project

= Invest Decisions Yearly Projections
Invest Expenses Only Yearly o
Imvest Revenue & Expenses Yearly

[=I Imvest Decisions Monthly Projections
Invest Expenses Only Monthly
Invest Revenue & Expenses Monthly

=l Replacement Decisions Yearly Projections
keep Expenses Only Yearly
kKeep Revenue & Expenses Yearly -

[n]»

Qpen

3. Select and open the Investit template “Invest Expenses Only Yearly”. The analysis period

dialog will open at this point.
4. Enter 7 years and click OK

" Enter or change the Analysis Time Period

For how many years do you wish to analyze the project?

Analysiz Time Period e 7| vEArS

(8] Cancel
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Entering the project data and information

Project Info Folder
1. Enter the Property Name: Monitor from Supplier A
2. Enter Description: Production Line Measuring System

The project info folder should look like this;

Project Working
Info. [revestor Irvestment Capital
Report Headers
FProject Mame |M|:|nit|:|rfr|:|m Suppliar A j— |
Froject Description |F'r|:|ducti|:|n Line Measuring Systerm = |
Analysis Time Period
7 Years Change Analysis Time Period

Entry Information
Enter Revenue and Expenses Yearly Change Entry Information

Starting Date January Year 1
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Investor Folder
1. Enter the Investor's Marginal Tax Rate: 33.00%
2. Enter the Discount Rate Before Tax: 15.00%

The investor folder should look like this;

Froject
Info. Imvrestor Irwestrrent 1

[ Turn off Tax Calculations

Imiestor's Marginal Tax Rate I—_} 33.00%

Tax Calculation on Sale based on

i« Percentage of Capital Gain 50.00%

" Incorme Tax

Discount Rate or Desired Return on Investment

Befaore Tax I—_} 15.00%
After Tax 9.75%

Investment Folder

The investment folder should appear like this;

Project I Working . . Salvage
mvestment .
Info. l Investor ] ¢ apital Expenses Financing alue
CCA Claim Option: |Full CCA Claim -]
Investments
IEE_' CCA Claim Setting
Descrint mourt v Morth coad CCA | First | Claim CCa
esCrption Mol ear [u] [=EoE Fate vear |inLast Yesar
ancd $0/vear 1 ~|/Jan ~l|Land |
Biilding §0vear1 ~||Jan || Building =l 4.00%| s0000% d
Equipment & Machinery $0|vear 1 Ll Jan LI EquipmentMachinery ;I 30.00%| 50.00% v

1. Individually Delete rows ‘Land’ and ‘Building’ by selecting the row and clicking on the “Delete”
button.

2. Change ‘Equipment & Machinery’ to ‘Equipment’

3. Complete the Investment folder as follows:
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The Investment folder should now look like this

FProject Warking ) )
Info. ] Investar ] Irestrment | Capital ] Expenses Financing
CCA Claim Option: |Full CCA Claim ~]|
Investments
IEE_' CCAClaim Setting
D L 2 ot v Marth ool CCA First | Claim CCA
E-'SCrlptll:ll'l maLl ear [u] =t Rate Vst in Last vear
auipmert e 500,000|vear 1 ~|[Jan ~||Equipmentiachinery < 30.00%| so00%| W
Working Capital Folder
Working Capital: $30,000
Steps for setting up the Working Capital folder
The Working Capital folder should appear like this;
o
EI'J Investit Decisions - Untitled Project g@
File Edit Reports Tools Uilites |nvestit Activation Help
| 5 ||HE.| | Wy Cornpany Info. ‘ | Client Info. ‘ | Motes |
Project | t | tmant Working E Fi ) Salvage
it rvestar fvestrmen Capital HpENSEs inancing e
Working Capital
De=crigtion Entry Choice Year 1 Jan... | Year 2.Jan.. | Year 3Jan..
Working Capital Add ar Subtract (-] Wiorking Capital | F0 F0 F0

Add

|| Inzert || Delete |

[«] Il

[»]

Frojection Wizard

| Frajection Description

Template: Invest Expenses Only Yearly

1. Enter $30,000 into the grid for Year 1 Jan
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The working capital folder should now look like this;
1 Investit Decisions - Invest Expenses Analysis Supplier A E]@

File Edit Eeports Tools \Milites Investit Activation Help
‘ X ”"E‘ ‘ Ny Company Info. | | Client Info. ‘ | Motes ‘
Project ' ; ! - Working s m ) Salvage
it rwvestor meestmen Capital ¥PENSES inancing Value
Working Capital
Description Entry Choice Year1 Jan... | Year 2Jan.. | Year 3Jan..
Wiorking Capital Add or Subtract (-1WWorking Capital v || el § 30,0000 %0 %0
K0! I | D]
add || Insert || Delete | | Projection Wizard | | Frojection Description
Template: Invest Expenses Qnly Yearly

Expenses Folder
Repairs & Maintenance: $35,000 for first year increasing at 4.00% per year compounded.
Utilities: $250 per month for the first year then increasing at 3.00% per year compounded.

The expenses folder should appear like this;

F'lrr?#ne.ct Ihvestar Ivestment uggmg? Expenses Financing
Expenses
Description Entry Chaice Gy Cateqary Year 1 Jan...
Labar ¥ per vr ;l — Comman ;l 50
haterials § par =l —  |Comman = 50
Repairs & Maintenance ¥ per vr ;l — Comman ;l 50
Litiltie= ¥ per v ;l — Comman ;l 50
Inzurance § par =l —  |Comman = 50
Jlncremental Overhead F per ¥ =] — | Common i F0
JRent ¥ per Sq. Ft per %r ;l 0| Camman ;l F0.00

Steps for setting up the Expenses folder

1. Individually Delete rows ‘Labor’, ‘Materials’, ‘Insurance’, ‘Incremental Overhead’ and ‘Rent’ by
selecting the row and clicking on the “Delete” button.

2. Select row with description ‘Utilities’

3. Select the entry choice ‘$ per Mo’
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The expenses folder should now look like this;

E_ﬁ Investit Decisions - Untitled Project

BE]

File Edit Reports Tools LHilites [nvestit Activation Help
| & ||||E,‘ ‘ hity Cornpany Infa, | | Client Infa. ‘ | Motes ‘
Froject Working ) ) Salvage
i, ] Imvestor ] Investment ] Capital ] Expenses l Financing Value ]
Expenses
Description Ertry Choice Gty Category Year 1 Jan...
epairs & Maintenance F per Y ;l Cammon ;I 50
Litilitie:s § per Mo k| — | Common =l F0.00
[al m ] [»]
add || Insert || Delete |
| Projection Wizard | | Projection Description |
Comiments

Template: Invest Expenses Only Yearly

Steps for setting up the Repairs & Maintenance
1. Select row 1 ‘Repairs & Maintenance’

2. Click on the|

Projection wizard

button. Enter the following Entries

Entry Information

Hy Projection Wizard

Description:  Repairs & Maintenance

Entry Choice:  § perr

Projection
Time Period
Eritry Project . select Increase starting T Yr= | Cont. Proj.
Eritry Using... Year End
= 5 55,000| Annual Compounding ¥ - — 4 00%|Year 1 | IV#? |
- -~
i Projection Description
Fepairz & Mairtenance
Eritry Choice: § per Year
ear 1 F35,000 per Year
Compounding at 4 00% per year for next 6 years

| Ok || PrintReport | | Hel

ey Frojection || Insert Frojection || Delete Prg

ection |

| Delete All Projections |

| Projection Description
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Press OK to save your entries and return to the Expenses folder

Steps for setting up the Utiliti
1. Select row 2 ‘Utilities’

es

2. Click on the Erojection Wizard button.

3. Enter the following entries

i Projection Wizard

Entry Information
Description:  Ltilities

Entry Choice: % per Mo

Projection
Time Period
Project Starting To
Enit Select | . Cort Prai
ry Entry Using... | =S ear End r= | Cont. Proj

— 300%|vear1 || W7 -]

—.'$ 230,00} Annual Compounding ‘j
[

1" Pro jection Description

Litilities
Entry Choice: § per Month
ear 1 F250.00 per Month for 1 year
Compounding at 3.00% per vear far next 6 vears
| OK || PrintReport | I Help |
e Projection | | Insert Frojection | | Delete Projgction |

| Delete All Projections | |

Projection Description

Press OK to save your entries and return to the Expenses folder

Financing Folder

This example does not contain any financing.

Salvage Value Folder
Salvage Value: $15,000

This example does not contain any Disposition Costs so only the Salvage Value needs to be

entered.

10
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The Salvage Value should appear like this;

YWarking . . Sahlrage
Capital Expenses Financing Valug
Disposition Costs
Description Entry Choice Expenze
Seling Expenses % of Salvage Value;l 0.00%
Legal Fees % of Salvage "-.-"alue;l 0.00%
|| Add_ |[ Insert ][ Detete |[ move
Salvage Value
= o Capital Salvage
Bscription Imvestment Walue
fuipmerit $ 500,000 F0

Enter $15,000 into the grid for Equipment

The Salvage Value should now look like this;

YWarking . . Sahlrage
Capital Expenses Financing Value
Disposition Costs
Deszcription Ertry Chaice Expenze
elling Expenses % of Salvage "-falue;l 0.00%
Legsal % of Salvage '\-"alue;' 0.00%
|| Addd || Insert || Delete || Maove
Salvage Yalue
b o Capital Salvage
Escription Investment “Yalue
Equipment F 500,000 el i 15 0000

SAVE YOUR PROJECT

11
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INSTRUCTIONS OR ENTERING SUPPLIER B

Getting started
The first step is to open the Investit Decisions Template “Invest Expenses Only Yearly” as

follows:

1. Open Investit Decisions.
2. Select the Investit Templates folder

Investit Templates] Wty Templates ] Wy Projects ]

Select Template for Hew Project

= Invest Decisions Yearly Projections
Invest Expenses Only Yearly o
Imvest Revenue & Expenses Yearly

[=I Imvest Decisions Monthly Projections
Invest Expenses Only Monthly
Invest Revenue & Expenses Monthly

=l Replacement Decisions Yearly Projections
keep Expenses Only Yearly
kKeep Revenue & Expenses Yearly -

[n]»

Qpen

3. Select and open the Investit template “Invest Expenses Only Yearly”. The analysis period
dialog will open at this point.
4. Enter 7 years and click OK

" Enter or change the Analysis Time Period

For how many years do you wish to analyze the project?

Analysiz Time Period e 7| vEArS

(8] Cancel

Entering the project data and information

Project Info Folder
1. Enter the Property Name: Monitor from Supplier B
2. Enter Description: Production Line Measuring System

12
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The project info folder should look like this:

Froject Mamme

Froject Description

7 Years

Entry Information

Enter Rewvenue and Expenses Yeatly Change Entry Infarmation

Project | i | iment YWarking
Info. nvestor nvestmen Capital
Report Headers

IWonitar from Supplier B = |

|F'r|:|ducti|:|n Line Measuring Syster |

Anahysis Time Period

Chanoge Analysis Time Period

Stading Date January Year 1

Investor Folder

1. Enter Investor's Marginal Tax Rate: 33.00%
2. Enter the Discount Rate Before Tax: 15.00%

The investor folder should look like this:
Froject
Info. Imvrestor Irwestrrent 1

" Incorme Tax

Discount Rate or

Befaore Tax

After Tax

[ Turn off Tax Calculations

Imiestor's Marginal Tax Rate I—_} 33.00%

Tax Calculation on Sale based on

i« Percentage of Capital Gain 50.00%

Desired Return on Investment

I: 15.00%
0.75%

13
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Investment Folder

The investment folder should appear like this;

Project I Working . . Salvage
mvestment .
Info. l Investor ] ¢ apital Expenses Financing alue
CCA Claim Option: |Full CCA Claim -]
Investments
IEE_' CCA Claim Setting
Descrint mourt v Morth coad CCA | First | Claim CCa
esCrption Mol ear [u] [=EoE Fate vear |inLast Yesar
ancd $0/vear 1 ~|/Jan ~l|Land |
Biilding §0vear1 ~||Jan || Building =l 4.00%| s0000% d
Equipment & Machinery $0|vear 1 Ll Jan LI EquipmentMachinery ;I 30.00%| 50.00% v

1. Individually Delete rows ‘Land’ and ‘Building’ by selecting the row and clicking on the “Delete”
button.

2. Change ‘Equipment & Machinery’ to ‘Equipment’

3. Complete the Investment folder as follows:

Froject Working ) )
N, 1 Investar 1 Imrestment Capltal l Expenses Financing
CCA Claim Option: |Full CCA Claim ~]|
Investments
IEE_‘ CCA Claim Setting
— Amourt v o coa i CCA | First | Claim CCA&
escrlphu:un oL ear [u] [= =g Rete Vear in Last Year
Guipment - 5 400,000 Year 1 ~|[Jan || EquipmertMachinery -l 30.00%| 50.00% v

Working Capital Folder
The example for supplier B does not contain any Working Capital.

14
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Expenses Folder

Maintenance Contract: $4,000 per Month for five years then $5,500 for the remaining two

years compounding

Overtime Service Costs:

Hourly Rate: $60 per Hour for first year then increasing at 3.00% per year compounded
No. of Hours per Year: 100 for the first year then increasing at 4.00% compounding for

the next two years then 7.00% compounding per year for the remaining years

Utilities: $300 per month for the first year then increasing at 3.00% per year compounded

The expenses folder should appear like this;

F'lrr?#ne.ct Ihvestar Ivestment uggmg? Expenses Financing
Expenses
Description Ertry Choice Gty Categary Year 1 Jan...
Labar ¥ per vr ﬂ — Comman j 50
haterials § par =l —  |Comman = 50
Repairs & Maintenance ¥ per vr j — Comman j 50
Litiltie= ¥ per v ﬂ — Comman j 50
Inzurance § par =l —  |Comman = 50
Jlncremental Overhead F per ¥ =] — | Common i F0
JRent ¥ per Sq. Ft per %r ﬂ 0| Camman j F0.00

Steps for setting up the Expenses folder

1. Selectrow 1 ‘Labor’
2. Enter Description ‘Maintenance Contract’
3. Select Entry Choice ‘$ per Mo’

4. Select row 2 with description ‘Materials’
5. Enter Description ‘Overtime Costs’
6. Select Entry Choice ‘$ per Hour and Quantity’

7. Individually Delete rows ‘Repairs & Maintenance’, ‘Insurance’, ‘Incremental Overhead’ and

‘Rent’ by selecting the row and clicking on the “Delete” button

15
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The expenses folder should now look like this;

'Eﬁ Investit Decisions - Untitled Project

BEX|

Adgd || Insert || Delete |

File Edit Reports Tools Wilites Inwestit  Activation Help
|¢'ﬁ'; ||”E| ‘ My Cornpany Info. ‘ | Client Info. | | Motes |
Project Working : ) Salvage
e, ] e stor ] Investrent I Capital I Expenses ] Financing VillE ]
Expenses
Description Ertry Choice Gty Category Year 1 Jan...
airtenance Contract ¥ per Mo ;l — Common ;l § 0.00
Crvettime Costs ¥ per Hour and Quantity ;I — Cammon ;I F0.00
Quantity — u]
Litilties § per Ma =l — |common | $0.00
el | I

| Frojection Wizard

| | Frojection Description |

Comment:

I

|| Template: Invest Expenses Only Yearly

Steps for setting up the Maintenance Contract
1. Select row 1 ‘Maintenance Contract’

2. Click on the Projection wizard

| button. Enter the following entries

16
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'E_ﬁ Projection Wizard

Entry Information

& Enter value

Term 1: §4,000.00 per Month for 5 years

Description:  Maintenance Caontract
Entry Choice:  § per Mo
Projection
Time Period
Eritry Project . Increase Term starting Te *‘r‘rs Cort. Proj.
Entry Using. .. ‘ear El;ld
e § 4 000,00 Stepped Projection x| =——fwegssoooo] 1 |vear1 x| * 5 |
r 3 2 |YearB F |z -l
Seler:tl
-
Stepped Projection 1
- .
i Projection Description
Mew value at"End nfon" hased an:
airtenance Contract
" Annual Compounding Rate Increase || Ertry Choice: § per Marth
ear 1 Jan Stepped Projection

 § Increase Term 2 Changed to §5,500.00 per Morth for 2 years
" % Increase
o ortems. 3 | 0K | | ErintReportfl | Hel
[ Show Example -
5] L] [
| Mew Projection || s e Prajection H Delete Prnje|tinn|

Edit Stepped Projection ‘

‘ Delete All Projections |

| I Frojection Description

Press OK in the projection wizard to save your entries and return to the Expenses folder

Steps for setting up the Overtime Costs
1. Select row with description ‘Overtime Costs’

2. Click onthe

Projection wizard

button

17
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Enter the following entries

'EI”J Projection Wizard

Entry Information
Description:  Owerime Costs

Entry Chaoice:  § perHour

Projection

Time Period
Project Select Starting To .
Erit | ki Cont. Proj.
i Eritry Using... l rerease ‘ear Endl " " el

- § £0.00| Arrual Compounding | —_— 00| vear 1 = YT <

- N
L Projection Description

Creertime Costs
Entry Choice: § per Hour
ear 1 FE0.00 per Hour
Compounding st 3.00% per vear for next 6 years

| ok | | prntrepot | | fen |
| Fews Prajection H Insert Projectian || Delete Projegtion |
| Delete All Projections ‘ | Projection Description

Press OK to save your entries and return to the Expenses folder

Steps for setting up the Quantity
1. Select row with entry choice ‘Quantity’

2. Click on the| Erojection Wizard button.

18
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Enter the following entries:

iy Projection Wizard

Entry Information
Description:  Owerime Costs

Entry Choice:  Gluantity

-

1% Pro jection Description

Owertime Costs
Eritry Choice: Guantity
ear 1 100

Compounding st 4.00% per year for next 2 years
then Campounding at 7.00% per year for next 4 vears

| ok | ‘Erintﬂepnn|t Help |

ety Brojection || Insert Frojection | ‘ Delete Proj

ction |

| Delete All Projections | |

Projection Descriptian

Projection
Tirme Period

Project  gelect Starting To .
Erit | A Cont. Proj.
i Eritry Using... l neresss Year Encl = " el

el 1 00| £0MLal Compounding ¥ 7 | — 4.00% Year 1 7| 3~ v

Annval Compounding g - — 7.00%| Vear 4 4 - +

| |

Select

Press OK to save your entries and return the Expenses folder

Steps for setting up the Utilities
1. Select row with description ‘Utilities’

2. Click on the Erojection Wizard button.

19
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'E_ﬁ Projection Wizard
Entry Information
Description:  LHiities
Entry Choice:  § per Mo
Projection
Time Periad
- Project  Select | Starting To . B
i Entry Lsing... MErease Y Edar End| re SR
= § 30000 &nnual Compounding ¥ — 5 00% | vear 1 <l M¥|F -
o "y
= . . . . I
L1 Projection Description
Litiities
Eritry Choice: § per Marth
ear 1 F300.00 per Morth for 1 year
Compounding st 3.00% per vear for next B years
| ok | |PpintRepot | | e | |
| Mewe Projectian | | Insert Projection | | Delete Projgction |
| Delete All Projections | | Frojection Description

Press OK in the Projection Wizard to save your entries and return to the Expenses folder

Financing Folder

This example does not contain any financing.

20
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Salvage Value Folder
Salvage Value: $15,000

This example does not contain any Disposition Costs so only the Salvage Value needs to be
entered.

The Salvage Value should appear like this;

Warking ) ) Salrage
Capital Expenses Financing Value
Disposition Costs
Description Ertry Chaice Expenze
=eling Expenszes % of Salvage \-"alue;l 0.00%
Legal Fees % of Salvage Value;l 0.00%
|| add__|[ insert ][ Delete ][ move
Salrage Value
D - Capital Salvage
Bscription Imvestmert Walue
Ecjuipmert F 400,000 0
Enter $15,000 into the grid for Equipment
The Salvage Value should now look like this;
Warking : . Sahrage
Capital Expenses Financing Valug
Disposition Costs
Description Entry Chaice Expenze
=eling Expenzes % of Salvage Value;l 0.00%
Legal % of Salvage 'x-"alue;' 0.00%
|| add || meert || Delete ][ move
Salvage Yalue
b o Capital Salvage
escription Investmernt “Yalue
Equipment $ 400,000 sl 5 15,000

SAVE YOUR PROJECT
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DECIDING BETWEEN “SUPPLIER A” or “SUPPLIER B”
To decide between the two options use the;

a) The Project Comparison Report and
b) The Incremental Cash Flow Report

Project Comparison Report

Up to four projects can be compared side by side.
Steps involved in selecting the projects for the Project Comparison Report.

1. Select the Project Comparison Report on the Report menu
Beports Tools Utilites |nvestit  Activat
& Print Reports. .
Export Reports to Excel...
Export Reports to PDF ...

General Information Reports

Expense Statement
Operating Cash Flow
Waorkina Canital

Project Comparison Report q—
Lease Analysis Comparison Report
Incremental Cash Flow Report

Feport Manager...
Feport Preferences...

2. On the Project Comparison Report dialog click on the “Add” button to display the Report
Selection List. Select the Project and click ‘Ok”. Repeat the process to add another project.

22
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| Project Comparison Report

ARG FrojBe s Click on the "Add" button, select the project,

then click on the "Done" button
The Multi-Project Comparison Eeport is generated from the selected projects.

Project Mame

b Project Selection List

Selact project

A1 Make Example. Expenses Only Yearly Proj
— |A1 Qutsource Example. Expenses Only Yearly Praj
Keep Example with Revenue & Expenses

Mew Jersey Plant Expansion Option A

= Mew Jersey Plant Expansion Option B

Bl Projection Wizard Monthly Practice Set

Projection Wizard Yearly Practice Set

Done

Replace Example Revenue & Expenses

Supplier & Analysis Af—

Supplier B Analysis

3. The diagram below shows selected projects to be displayed in the “Project Comparison
Report”

Project Comparison Report
Selected Projects

The Multi-Project Comparison Report is generated from the selected projecis.

Project Name Add
upplier A Analysis.nnp "—
Supplier B Analysis.nnp ‘—
| | | M owe Do |
Preview Repnrt| | Print Report | | Export to Excel | ‘ Exportto PDF | | Done
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Project Comparison Report

Project Comparison Report (Before Tax)
Met Cash Flow | Before Tax)
Supplier A Analysis Suppliar B Analyzis
“rear u] (520,000 [<400,0007
1 (38,0007 57,5007
z 39,490 [58,135)
3 [<H1,025) (58,593
4 (2,649 (58.528)
5 (44,322 [50,425)
E (45,0517 (79,255
T 2,868 (55,472
Total (784,427 [E=39,220)
Financid Return Before Tax
Intema Rateof Raum [IRR] MNiA W
MIRR MNiA W
Shortterm financing rate
Shortterm reinvestment rate
Met Present Waue [NPY) * (% 627 2990 at 15.00% *@ 555,56427 at 15.00%
Annual Equivaency _’($ 185,199) at 15.00% —'ﬁ 157.5890) at 15.00%
EBenditto Cost Raio MNiA H A
Fayback Period [Years) MiA M A
Discournted Pay Back Period [Years) MiA M A
Mote
Unable to calculate the IRR and MIRFR because allthe Cash Flows are negative.

Interpretation and Decision

Financial Results

Option Net Present Value (NPV) at 15.00% Annual Equivalency at 15.00%
Supplier A | ($687,299) ($165,199)
Supplier B | ($655,642) ($157,590)

The company should choose the option that provides the lowest Net Present Value (NPV), which
is Supplier B
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Incremental Cash Flow Report
Can be used the show the differences in the cash flow for “Supplier A” versus “Supplier B”
Steps

Select the Incremental Cash Flow on the Report menu

Bepors Tools Litilites Investit  Activati
&5 Print Reports...
Export Reports to Excel...
Export Reports to PDF ...

General Information Reports

Expense Statement

Project Comparison Report
Lease Analysis Comparison Report
Incremental Cash Flow Report +

Report Manager...

Report Preferences...
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Enter;

Investor’'s Marginal Tax Rate
Discount Rate
Short Term Rates

On the “Incremental Cash Flow Report” dialog click on the “Add” button to display the Report
Selection List. Select the Project and click ‘Ok”. Repeat the process to add another project.

Incremental Cash Flow Report
Investor's Rates. Applied to all selected projects
Investor Short Term Rates {Before Tax)
; —
Investor Marginal Tax Rate = 3500% Financing Rate —  5.00%
—
Discount Rate (Before Tax) 15.00%| Reinvestment Rate —Pi 2.50%
Selected Projects
The Incremental Cash Flow Report is created by ‘Adding’ or 'Subtracting’ the cash flows for the selected
Projects. 1) Click on the "Add" button to
display the project list
B Add Subtract '
= i Cash Flow Cash Flow

Project Selection List

L

Select project

REepo | EHit Repon Keep Example with Revenue & Expenses
) Projection Wizard Monthly Practice Set
Projection Wizard Yearly Practice Set
Replace Example Revenue & Expenses
Supplier A Analysis .q_

Supplier B Analysis

2) Select the project &
click on the "OK' button
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The selected projects for the Incremental Cash Flow Report are;

Incremental Cash Flow Report
Investor's Rates. Applied to all selected projects
Investor Short Term Rates (Before Tax)

Investor Marginal Tax Rate —h 35.00%| Financing Rate —. 8.00%
Discount Rate (Before Tax) —. 16.00%| Reinvestment Rate —.

Selected Projects

The Incremental Cash Flow Report is created by ‘Adding' or "Subtracting' the cash flows for the selected
Projects.

Al Subtract

Praoject Mame Cazh Flow Cazh Flowy

Supplier B Analysiz nnp o {

Supplier & Analysis.nng - (*

The cash flow for "Supplier A" will be subtracted from the cash flow for "Supplier B"

P[eviewRepUn| | Print Report | |Exp0rﬂDExceI| |Exp0r1tDF'DF| | Cone

Click on the “Preview Report” button to display the “Incremental Cash Flow Report”
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Met Czsh Flowe| Before Tax)

Increnental Cash Flow Report (Before Tax)

Mot

Unable to calculate the IRR and MIRR because allthe Cash Flows are negative.

Incremental
Flus hlinus Met Cash Flow
Supplier B Anahsis Supplier A Analysis [Befare Ta<)

Year 0O (400 a0 (520,007 130,000
1 (57 GO0 (38,0007 (18 G0
z [55,139) (39,490) (15 649
] (92503 (44,0287 (17 555
4 (52520 (2 5437 (15291
5 (50 426) (44,3727 (16,10
[ [79.3558) [46,061) (33299
T (55472 [2,868) (G2 502
Tuotal (539 220 (724327 54792

Before Tax Financial Raum
Intem= Raeof Raum [IRR) NA Mg * TE2Y
Met Present Waue [NFY] & 150004 +($ G245 Gd2) + (F G720 —' % 31 .E5Y
hadified Internal R ate of R eturn (MIRR) M Mg 251 %
Short term financing rate S 00% 2.00% 2 00%
Shortterm reinvestmert rate 250% 2.50% 280%
Annual Equivaency a 150084 (F 167 5000 (165,199 ¥ 7.E09
Bendit to Cost Ratio at 15.0074 NIA M A MHIA
FPayback Period NA H A HIA
Diszounted Pay Back Period = 1500% NA H A HiA

Interpretation and conclusion

Purchasing from Supplier B will save $31,657 when discounted at 15.00% and provide an Internal

Rate of Return (IRR) of 7.82% before tax
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