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3G licences 207, 208

accounting abuse 197, 198–200
accounting concepts 192–200
accounts requirements, small businesses

231
accruals/accrual basis 28–29, 193,

232
acquisitions

Black & Decker 114–115
cash flows from 32–33
Dairy Crest 206
growth businesses 141–143, 149, 150,

166
Nokia 69–70

acronyms, use of 61, 84
actuarial losses amortisation 89
added value

acquisitions 142
manufacturing businesses 7–8
trading businesses 5–6

adjustments
cash flow statements 27
foreign exchange 79–81
for inflation 120–121
profit and loss account 67–82

adverse event scenarios 302–304
AIM (Alternative Investments Market)

174
algebraic explanation, cash change

signage 43
Alternative Investments Market (AIM)

174

amortisation 64–65
actuarial losses/prior service costs 89
mature businesses 115–116
operating income/expenses 68
see also depreciation; earnings before

interest, tax, depreciation and
amortisation

analyst’s viewpoint 185–188
see also cash flow analysis

arithmetic signage 60–61, 84
aspirant-type growth businesses 144, 149,

151–152
asset-level cash flows 32, 34, 40–41
assets

depreciation/amortisation 64–65,
191

working asset cycle 16–17, 25, 227,
244

working asset investments 40, 53, 56,
147–148, 153–164

decline businesses 181
estimation use 235–236
identifying amounts 72–73
no-growth basis 163
US GAAP 90

see also fixed assets
assumptions

appropriate/inappropriate use 301–304
forecasting 255–256, 261
growth businesses 144
selecting 296
spreadsheet models 295–304
using 295–296, 297, 301–304

305
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assumptions (Continued )
weighted average cost of capital 217
see also fundamental accounting

concepts
audited account completeness 196
available-for-sale investments 70–71
average cost of capital 217

‘bad’ cash flows 185–189
balance sheet

cash flow summary from 231–246
debtors 225–227
spreadsheets 290

balancing properties
cash flow statements 42–44, 79, 93–97
spreadsheets 277

bank loans 202
bankruptcy 18
base case assumptions 301
bias in accounting concepts 195
Black & Decker example

analysing cash flows 111–117, 129
diversity 129
restating cash flows 84–98

borrowings see debt
branded products 120, 122
break-even, start-up businesses

177–178
British Telecom (BT) example 207, 208
‘bubbles’ 137
budget use 261
building spreadsheets 267–268
burn rate of cash 172–177
business(es)

cash flows in 3–20
failure 17–18
money in 4–6
objectives 4–5
phases of 47–58
purpose 4
simplest forms of 4, 6–17
size-related issues 130–133, 209–211

business-level cash flows 32, 34, 41–42
business risk 172
buyouts 213

calculations, spreadsheets 277–278
Capex see capital expenditure
capital allowances 164
capital costs 216–217

capital expenditure (Capex) 33
debt service and 206–207
decline businesses 56, 181
depreciation/amortisation 64
growth businesses 148
mature businesses 53, 115–116, 122,

128–129
net Capex 40–41

estimated summaries 236–237,
244–245

identifying 75–76, 90, 92
mature businesses 122
no-growth basis 164, 165

spreadsheet models 280–281, 290
capitalisation, use of, x
car industry 160–161
case studies, use of, ix
cash

decrease in 42–43, 81–82, 245
generating 5, 17–18

before financing 42, 186
failure consequences 107–129
from operations 23–25, 29–30
working capital 16

in/out before financing 240
increase in 36, 42–43, 81–82, 245
inventories 6
as performance measure 191–200
raw materials 7

Cash Available to Satisfy Finance
Providers (CATS) 41, 51, 54, 87,
97, 202–203

‘bad’ cash flows 186
covenanting 214
estimated summaries 238
growth businesses 139–141, 145
mature businesses 106, 108–109, 125,

131–132, 162
no-growth basis 169
perfect investment concept 218–221

cash balance, final 93–97
cash burn rate 172–177
cash businesses 191
cash change

decrease 42–43, 81–82, 245
estimated summaries 241–246
increase 36, 42–43, 81–82, 245
signage 43–44
value identification 79, 95–97,

242–244
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cash equivalents
change in 36, 81–82, 241–246
decrease in 81–82
definitions 33–34
increase in 81–82

cash flow analysis
assumptions 255–256
credit risk and 201–214
decline businesses 179–183
direct statements 223–230
free cash flow 247–252
growth businesses 135–152, 153–169
mature businesses 99–133, 153–169
net working assets 153–158
performance measurement 215–221
risk management and 231
start-up businesses 171–178
start-up projects 171–176
US GAAP process 83–84

cash flow statements 22–23, 25–46
balancing properties 42–44, 79, 93–97
consolidation 73, 81, 86, 88, 91, 94, 224
data quality 200
direct method 25, 59–60, 83–84,

223–230
indirect method 25–26, 59–60, 83–84,

230–231
layout 39–40, 43, 45–46

balancing 79, 94–97
credit risk analysis 207, 209
estimated summaries 233–246
growth businesses 139
hedging activities 93
mature businesses 111, 119, 125
multi-year models 287–288
no-growth basis 162–163
operating cash margin 86–87
performance measurement 215–216
phases of business 58
signage 60

cash flows
‘bad’ pattern of 185–189
data sources 85, 255–256
decline example 55
divergence from profit 192
financing activities 34–36, 77–78,

93–97
‘good’ pattern of 47, 188
growth example 50
hedging activities 92–93

investing activities 31–34, 73–75,
90–93

mature example 52
monitoring/management models

279–281
operating activities 23–31,

38–39
direct statements 225
restating 61–62, 85–87
value derivation 242–244

profit vs 199–200, 202
signage 60–61, 84
spreadsheet models 279–292
start-up example 49
summarising/restating for analysis

36–38, 59–82, 83–98, 206,
282–283

free cash flow 247–252
no-growth basis 162–163
P&L/balance sheet use 231–246

understanding 3–20, 21–46
CATS see Cash Available to Satisfy

Finance Providers
cell usage, spreadsheets 270
change effects 29, 93–95, 188, 240–246,

290–292
see also cash change; decrease in;

increase in; movements; price
change assumption

change management 144
charities 171
Coca Cola 106
coding process, spreadsheets 267–268,

270
collapse of corporations 137–138
commodity price changes 300–301
common stock purchase/issuance 93
companies see business(es); limited

companies
comparability concept 194–195
compensation, stock-based 89
competitors

cash flow shortfall 189
growth markets 104–105
market growth rate 104
mature businesses 105–106

completeness concept 196
complexity

businesses 10–11
spreadsheets 265
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conservatism see prudence concept
consistency concept 194–195
consolidation, cash flow statements 73,

81, 86, 88, 91, 94, 224
contract default 201
controls, spreadsheets 277
corporate finance theory 260
corporations

collapse of 137–138
size implications 209–211
see also business(es)

costs
accrual basis 193
of capital 216–217
negative events 258–261
profit and 191
see also expenses

covenanting 211–214
CPP (current purchasing parity) 103
credit

debtor changes 159
growth businesses 51
implications of 13–14, 16
start-up businesses 49
supermarket groups 154–156

credit risk 11
analytical tools 207, 209
cash flow analysis and 201–214
definition 201
growth businesses 141
see also default risk

creditors
business failures 17–18
changes to 29, 160–161, 241, 291
creating 24
decrease in 29, 161
defaults 187
manufacturing businesses 14

currency movement assumption 300
current assets 235
current liabilities 236
current purchasing parity (CPP) 103
customer credit 13–14, 159
customer-financing impairment

charges/reversals 70
customers

disputes with 159
movement in net working assets

158–159
receipts from 225–226
start-up businesses 48

Dairy Crest example 117–123
CATS 202–203
diversity 129
dividends 204–207
free cash flow 250–252
perfect investment concept 220, 221

data embedding 276, 297
data entry, spreadsheets 270, 273, 275
data quality 200
data sources, cash flows 85, 255–256
data tests, spreadsheets 268
dates

case studies, ix
spreadsheets 271–272

Dawson International example 181–183
debt

change in 34–35, 42, 158–159
estimated summaries 241, 245
identifying 78, 95
spreadsheet models 291–292

covenanting 211–214
decline businesses 56
decrease in 42, 245
defaults 187, 201
increase in 35, 42, 158–159, 245
manufacturing businesses 12
mature businesses 109, 131–132
net debt 41, 54
real business model 19
see also credit . . . ; loans

debt financing, cash flow effects 249–252
debt service/repayment 202–207,

209–211, 214, 280–281
debt service covenants 214
debtors 235

changes to 29, 158–159, 290–291
creating 24
direct cash flow statements 225–227
increase in 29
manufacturing businesses 14
supermarket groups 155

decimals in spreadsheets 271, 273–274
decision-making, forecasts for 257–258
decline businesses 47, 55–57, 58, 179–183
decline markets 180
decrease in

cash 42–43, 81–82, 245
cash equivalents 81–82
creditors 161
debt 42, 245
equity 42, 245
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inventories 29
trade payables 29

default
‘bad’ cash flows 187
definition 201

default risk 144, 156–157
see also credit risk

defensive strategies
acquisitions 141–142, 149
decline businesses 180

delay risk 259–260
depreciating assets concept 191
depreciation 26, 64–65, 191

disposal of fixed assets 65–67
going concern concept 194
growth businesses 148
mature businesses 115–117, 128–129
operating income/expenses 68
provisioning concept 197, 200
spreadsheet entry 287
taxation paid 164
see also earnings before interest, tax,

depreciation and amortisation
designing spreadsheets 267
detail level, forecasts 258
direct cash flow statements 25, 59–60,

83–84, 223–230
director’s viewpoint

‘bad’ cash flows 188–189
subjectivity in accounting 197

disclosure, lack of 232
discontinued operations loss 89
discount rate, spreadsheet models

283–284
discounting cash flow 285–286
disposal of fixed assets 65–67, 234,

236
disputes with customers 159
divergence between profit and cash flow

192
diversification/diversity 129–130,

180
dividends 12–13

accruals concept 28
business size implications 209–211
inclusion of 204–207
mature businesses 54, 108, 131
net dividends 41, 239, 245
paid 35

CATS and 203
decline businesses 56

identifying 78–79, 95
mature businesses 54
start-up businesses 49

received 34, 76–77
spreadsheet entry 289

documentation, spreadsheet models 268,
269

dot-com boom 136–137, 213–214
double entry explanation, cash change

signage 43–44
drag and drop spreadsheet errors 264
drivers, definition 99, 135

earnings
consolidated statement of 88
net earnings 85

earnings before interest and tax (EBIT)
26, 61, 63, 84, 214

earnings before interest, tax, depreciation
and amortisation (EBITDA) 61,
63, 84, 212

dot.com boom 213–214
leveraged buyouts 213
operating cash margin estimation 234
spreadsheet entry 287

earnings per share measure 218
EBIT see earnings before interest and tax
EBITDA see earnings before interest, tax,

depreciation and amortisation
economic context 99, 135

case studies, ix
free cash flow 247–248
negative event consequences 260–261
see also inflation

economic cycles 247–248
embedded data in spreadsheets 276,

297
employee benefits 71
employee compensation, stock-based

89
enterprise free cash flows 249
entrepreneur’s viewpoint 188–189

see also start-up . . .
equipment

purchases 33
sales proceeds 33

equity
change in 34–35, 42

estimated summaries 240, 245
identifying 78, 93–95
spreadsheet models 291
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equity (Continued )
decrease in 42, 245
increase in 42, 245
manufacturing businesses 12
real business model 19

error rate, spreadsheet risk 263–264,
275

error recognition, spreadsheets 277
estimates

cash flow summary 233–246
interest 125–129, 245
taxation 125–129, 237–238, 245

estimation error 200
evaluating spreadsheet results 285
event risk 256, 258–261
exchange rate

adjustments 79–81
assumptions 300

exit costs 89
expenses, adjustments 67–82

see also costs; non-operating
income/expenditure

expertise in businesses 7
external issues, cash flow shortfall

188–189

failure
acquisitions 142
businesses 17–18
financial control failures 159, 161
to generate cash 107–129

FAS 95 (statement of cash flows) 83
FASB Statement 123R (share-based

payment) 89
fast moving consumer goods (FMCG)

153–154
Fiat Group example 123, 124, 125–129
filename-saving hierarchy, spreadsheets

278
final cash balance 93–97
finance lease liabilities

growth businesses 51–52
payments of 35
substance over form concept 195

finance providers
cash available to satisfy 41, 51, 54, 87,

97, 202–203
‘bad’ cash flows 186
covenanting 214
estimated summaries 238

growth businesses 139–141, 145
mature businesses 106, 108–109,

125, 131–132, 162
no-growth basis 169
perfect investment concept

218–221
vendor financing 123, 125, 128

financial consequences, negative events
260–261

financial control failures 159, 161
financial covenants 212
financial instruments 71
financing activities

cash flows from 34–36, 77–78,
93–97

contracts 201
total change in 241–246

financing risk 141, 259–260
finished goods 7, 23–24, 157
fixed assets

accounting abuse 200
depreciation/amortisation 64, 117
disposal profit/loss 65–67, 234, 236
estimation use 236–237
going concern concept 194
growth businesses 51–52
IAS 38 76
investing in 17, 31–32
mature businesses 53
real business model 19
start-up businesses 49

FMCG (fast moving consumer goods)
153–154

forecast models 281–286
forecasting cash flows 253–304

free cash flow 247–252
historic data analysis vs 255–256
models 261–262
negative event costs 258–261
prediction and 256–257
purpose of 257–258
spreadsheets

development 275–293
models 295–304
risk 263–274

foreign exchange adjustments 79–81
formatting spreadsheets 273–274, 275
formulae in spreadsheets 272–274,

276–277
fraud 137–138, 197
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free cash flow 247–252
functions in spreadsheets 272, 274
fundamental accounting concepts

192–200
future scenarios 257, 301

see also forecasting cash flows
futures markets 260

GAAP see Generally Accepted
Accounting Principles

gain see profit
Generally Accepted Accounting

Principles (GAAP) 26
cash equivalents 33
direct cash flow statements 223
implications of 60–61
restating cash flows 83–98
US/IAS differences 83, 85
see also International Accounting

Standards
globalisation 179
going concern concept 193–194
‘good’ cash flows 47, 188
good practice, spreadsheet use 270–274,

275–293
government depreciation 164
group cash flows 129–130, 233
growth, consequences of 10–13
growth businesses 47, 50–52, 58

cash flow analysis 135–152, 153–169
definition 135–137
free cash flow 252
mature markets 104
perfect investment concept 221
success for 135, 139–144, 145–146

growth Capex 53
growth markets 104–105, 135–137
growth rate of markets 103–104
guarantees 161

hedging activities 92–93
historic cash flow analysis 1–252

‘bad’ cash flows 185–189
credit risk 201–214
forecasting vs 255–256
free cash flow 247–252
performance measurement 191–200,

215–221
restating cash flows 59–98
understanding cash flows 3–46

IAS see International Accounting
Standards

IFRS see International Financial
Reporting Standards

Ikea example 14
impairment charges 69, 70
income

adjustments in P&L 67–82
net income 85
profit and 191
see also non-operating

income/expenditure
income taxes paid 30–31
increase in

cash 36, 42–43, 81–82, 245
cash equivalents 81–82
debt 35, 42, 158–159, 245
equity 42, 245
operating provision 27
trade and other receivables 29

indirect cash flow statements 25–26,
59–60, 83–84, 230–231

inflation 99–103
adjustments for 120–121
assumptions 297–299
creditor changes 160
debtor changes 158
inventory changes 160

information asymmetry 142
infrequent event risk 256
insolvency 18
insurance 193
INT function, spreadsheets 274
intangible fixed assets 31–32, 76
interest 12–13

assumptions 299–300
business size and 131, 209–211
CATS and 203, 214
estimate use 125–129, 238–239, 245
large businesses 131, 209–210
net interest 41, 73, 238–239
operating cash margin after 85, 87–90
paid 30–31, 38–39
received 33–34, 49
spreadsheet entry 288–289
US GAAP template 97
see also earnings before interest . . .

interest expense value 28–29
interest rate assumption 299–300
interest service covenants 214
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internal issues, cash flow shortfall 188
International Accounting Standards (IAS)

22, 38, 61, 84
7 (cash flow statements) 22, 30, 33,

38–39, 223
18 (sales recognition) 194
19 (employee benefits) 71
36 (impairment charges) 69
38 (intangible assets) 76
39 (financial instruments) 71
cash equivalents 33
interest paid 30, 38–39
US GAAP differences 83, 85
see also Generally Accepted

Accounting Principles
International Financial Reporting

Standards (IFRS) 61, 71, 84
Intimas plc. example 156
Invensys example 108–110
inventories 235

cash flow shortfall 189
cash generation 24
changes to 29, 160, 290
decrease in 29
going concern concept 193
manufacturing businesses 7,

156–158
risk 156–158
supermarket groups 155
trading businesses 6

investment/investors/investing activities
217–221

available-for-sale 70–71
cash flows from 31–34, 73–75, 90–93
contracts 201
decline businesses 56, 181
fixed assets 17
growth businesses 136–141, 143,

146–149, 166
irrational behaviour 136–137
mature businesses 116
net working assets 40, 53, 72–73, 90,

147–148, 153–162
estimation use 235–236
no-growth basis 163, 164

return on investment ratio 216
working capital cycle 16–17

investment income value 27–28
investor/acquirer-type growth businesses

143, 166

investor-type growth businesses 139–141,
146–149

irrational investor behaviour 136–137

Jury’s template see template layout

keep it simple, stupid (KISS) 265
keying errors, spreadsheets 264
KISS (keep it simple, stupid) 265

labels, spreadsheets 270–271
labour

globalisation and 179
machinery vs 9–10
manufacturing businesses 8–10

large businesses 105, 131–132, 209–210
large corporates 209–210
law

insolvency 18
limited companies 11
negative scenarios 303

layout of spreadsheets 275–278
see also template layout

lease liabilities 35, 51–52, 195
legal events 303

see also law
lending activities 201, 211–214

see also loans
leverage 131–132, 209–210

see also debt . . .
leverage covenants 212
leveraged buyouts 213
liabilities

finance lease 35, 51–52, 195
working assets and 236

limited companies 11
liquidity, cash burn rate 172
loans

constituent parts 202
credit risk 201, 211–214
defaults 187

location of businesses 105–106
long-term borrowing proceeds 35
loss account see profit and loss account
loss from discontinued operations 89
lumpy projects 259–260

machinery vs labour 9–10
macroeconomic assumptions 297–301,

303
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mail order companies 155–156
maintenance Capex 53, 56
management models, cash flow 279–281
managerial roles 99, 135

‘bad’ cash flows 188–189
decline businesses 183, 187–189
forecasting 261
growth businesses 144

manager’s depreciation 164
manufacturing businesses

cash generation 18
net working assets 156–158
simple forms 7–17

market growth rate 103–104
markets 99, 135

decline markets 180
growth markets 135–137
maturity 104–105, 129–130
sector risk 120

master template see template layout
materiality concept 195
mature businesses 47, 52–54, 58

cash flow analysis 99–133, 153–169
competition 105–106
diversity 129–130
free cash flow 252
perfect investment concept 221
success for 99, 106–107, 132–133

mature markets 104–105, 129–130
medium-sized businesses 132–133, 211,

231
mirror sheets, spreadsheets 278
misrepresentation 197
mitigation in risk management 260
models

forecasting 261–262, 281–286
historic cash flows 8–10, 19
multi-year models 286–292
real business model 19, 59–82
spreadsheets 265–269, 279–292,

295–304
money

introduction of 3
understanding 4–6

monitoring cash flows 279–281
movements

net working assets 158–162, 164
provisions 67–82, 234
see also change effects

multi-year models 286–292

negative cash flows 137–138
negative event cost forecasts 258–261
negative net working assets 155–156
negative scenarios, assumptions 302–304
net capital expenditure 40–41

estimated summaries 236–237,
244–245

identifying 75–76, 90, 92
mature businesses 122
no-growth basis 164, 165

net cash
‘bad’ cash flows 186
before financing 42, 145, 186, 240
growth businesses 145
in/out before financing 240
spreadsheet models 282–283
summarising/restating 38

net of cash acquired, investing activities
32–33

net debt 41, 54
net dividends 41, 239, 245
net earnings, US GAAP 85
net income, US GAAP 85
net interest 41

estimated summaries 238–239, 245
value identification 73

net present value 285
net working assets

cash flow analysis 153–158
change in 244
direct cash flow statements 227
growth businesses 147–148
investment 40

estimation use 235–236
identifying amounts 72–73
no-growth basis 163
US GAAP 90

mature businesses 53
movement interpretation 158–162, 164

neutrality concept 195
no-change time to default measure 144
no-growth basis

definition 163–165
Phibro example 165–169
restating cash flows 162–163, 206

Nokia example
decline markets 180
GAAP implications 60
growth cash flows 145
growth markets 136
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Nokia example (Continued )
operating activities 61–62
operating cash margin 63, 67, 69–78,

81–82
perfect investment concept 219, 221

nominal values, inflation 103, 297–299
nominal vs real forecasts 297–299
non-cash items 26, 64, 67–82
non-current liabilities 236
non-operating income/expenditure 41–42

estimated summaries 240
identifying 75, 76, 90, 92

numbers in spreadsheets 270–271,
273–274

NXT plc. example 174–178

objectives in business 4–5
offensive strategies

acquisitions 141–142
decline businesses 180

operating activity cash flows 23–31, 38–39
direct statements 225
restating 61–62, 85–87
value derivation 242–244

operating cash margin 18, 29, 40
accounting abuse 200
debt service covenants 214
decline businesses 55–56, 181
disclosure lack 232
EBITDA and 213–214
estimation use 233–235
growth businesses 51, 147–148
identifying 62–82, 87–90
interest service covenants 214
mature businesses 53–54, 114–115,

120, 128
no-growth basis 163, 164
perfect investment concept 218–221
start-up businesses 48, 174, 176–177
US GAAP 85–90, 97

operating income/expenses 67–82
operating provisions

estimation use 234, 243
increase in 27
P&L adjustments 67–82

opportunity costs 216
‘other’ label, US GAAP 89, 92
output schedules, spreadsheets 267
overheads 6, 8
ownership, spreadsheets 268–269

P&L see profit and loss account
package holiday companies 156
Panko, Raymond R. 264
partnerships 11
payables see creditors
payments, lease liabilities 35
PE (Price Earnings) ratio 218
perfect investment concept 217–221
performance measurement

Black & Decker 114–115
cash flow analysis and 215–221
cash vs profit as 191–200
recovery of businesses 187

peril-related events 303
periodic net cash identification 282–283
permanent cash flow shortfall 187
permanent debt 209–210
Phibro Animal Health Corporation

165–169
Pizza Express example 242–243
planning spreadsheets 265–266,

286–292
plant purchases 33
plausible future scenarios 257, 301
Portugal Telecom example 228–229
positive scenarios, assumptions 301–302
prediction 256–257
preferred stock repayment 93
prepayments 193, 232, 235
present value 285
price change assumption 300–301
Price Earnings (PE) ratio 218
printing spreadsheets 276, 278
prior service cost amortisation 89
private companies 211

see also business(es)
probability in forecasting 257
proceed-with-project analysis 281–286
proceeds

long-term borrowings 35
sale value 33, 64
share capital issue 35, 78
stock option exercises 78

product recalls 161
profit 5

cash flow vs 192, 199–200, 202
operating activities 23, 25–26
as performance measure 191–200
on sale of equipment 33
before taxation 25–26
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profit and loss account (P&L) 61, 84
cash flow summary from 231–246
depreciation 26
fundamental concepts 194, 200
history of 191–192
income adjustments 67–82
interest/taxation estimates 125
operating cash margin 62–82
spreadsheets 279–280, 286–287,

289
US GAAP 87

project analysis models 281–286
project financing 123, 259–260
property purchases 33
provisioning concept 197–200

see also operating provisions
prudence concept 27, 194
published cash flows see cash flow

statements
purchases

common stock 93
property/plant/equipment 33
treasury shares 78

Q ratio (Tobin) 218

R&D (research and development) costs
139

raw materials 7, 23–24, 157
real business model 19, 59–82
real vs nominal forecasts 297–299
receipts from customer statements

225–226
receivables see debtors
recovery of businesses 187
regulatory events 303
relevant cash flow identification 281–282
repayment

debt service 202–207, 209–211,
280–281

preferred stock 93
research and development (R&D) costs

139
restating cash flows 36–38

financing activities 77–78, 93–97
free cash flow 247–252
investing activities 73–75, 90–93
no-growth basis 162–163, 206
operating activities 61–62, 85–87
P&L/balance sheet use 231–246

real businesses 59–82
spreadsheet models 282–283
US GAAP 83–98

restructuring charges 70, 89
retailer net working assets 153–156, 158
retirements 69–70
return on investment ratio 216
reversals, customer-financing 70
risk management

cash flow analysis and 201–214, 231
forecasting and 256, 258–262,

263–274, 275–293
growth businesses 141, 143
limited companies 11
manufacturing businesses 156–158
mature businesses 120
negative scenarios 303
spreadsheet risk 263–274, 275
start-up businesses 172

ROUND/ROUNDDOWN/ROUNDUP
functions, spreadsheets 274

sales
accrual basis 193
investments available for 70–71
mature businesses 114
proceeds from equipment 33
recognition of 194

saving files, spreadsheets 278
scenario development 257, 301–304
scope of spreadsheets 266–267
sector-level events 303
sector risk 120
self-financing growth businesses 139
‘shake-out’ in growth markets 136, 142
share-based payment 71
share capital proceeds 35, 78
shortfall of cash flow 186–187, 188–189
signage

cash change 43–44
cash flows 60–61, 84

Silicon Valley 136
size of businesses 130–133, 209–211
size of spreadsheets 265
small businesses 11, 132, 211, 231
software tools, spreadsheets 263, 269
sole traders 11, 132
specification of spreadsheets 265–266,

267
spreadsheet error see spreadsheet risk
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spreadsheet models 265–269, 279–292,
295–304

spreadsheet risk 263–274, 275
spreadsheets

assumptions in 295–304
development 275–293
formulae in 272–274, 276–277
good practice 270–274, 275–293
ownership 268–269
techniques 270–274

start-up businesses 47–50, 58, 171–178
start-up projects 171–176
statements, cash flow 22–23, 25–46

analysis of 223–230
credit risk analysis 207, 209
data quality 200
mature businesses 111, 119, 125
no-growth basis 162–163
phases of business 58
real businesses 59–60, 79, 81
US GAAP 83–84, 86, 88, 91, 93

stock-based compensation 89
stock issuance 93
stock option proceeds 78
strategic planning/valuation models

286–292
subjectivity in accounting 197
subsidiary acquisitions 32–33
subsidiary stock repayment 93
subsidy effect, growth businesses 148–149
substance over form concept 195
success

consequences of 10–13
defining 216–217
growth businesses 135, 139–144,

145–146
mature businesses 99, 106–107,

132–133
phases of business 57

summarising cash flows 36–38
free cash flow 247–252
no-growth basis 162–163, 206
P&L/balance sheet use 231–246
real businesses 59–82
spreadsheet models 282–283
US GAAP 83–98

supermarket group net working assets
153–156

supplier credit
growth businesses 51
implications of 13–14, 16

start-up businesses 49
supermarket groups 154–155

surplus cash 19, 20
survival of businesses 187
sustainability, mature businesses 54
Symbian acquisition, Nokia 69–70
symmetrical formulae, spreadsheets 277

tangible fixed assets 31–32
tax settlement 89
taxation 12–13, 41

estimate use 125–129, 237–238, 245
growth businesses 51
identifying 73
mature businesses 53–54
operating activities 30–31
operating cash margin after 85, 87–90
paid

no-growth basis 164–165
unlevering 249

profit before 25–26
rate assumption 300
spreadsheet entry 289
start-up businesses 49
template layout 46, 97
see also earnings before interest . . .

television market 130
template layout 39–40, 43, 45–46

balancing 79, 94–97
credit risk analysis 207, 209
estimated summaries 233–246
growth businesses 139
hedging activities 93
mature businesses 111, 119, 125
multi-year models 287–288
no-growth basis 162–163
operating cash margin 86–87
performance measurement 215–216
phases of business 58
signage 60

temporary cash flow shortfall 187
Tesco plc. example 153–155, 235
testing spreadsheet models 268
text labels, spreadsheets 270–271
times/dates, spreadsheet entry 271–272
timescales/timing

forecasts 258
spreadsheet development 268
working capital cycle 15–16

Tobin’s Q ratio 218
TomTom example 149, 150
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Torotrac example 149, 151–152
total change in financing 241–246
trade contracts 201
trade credit see creditors; supplier credit
trade payables see creditors
trade receivables see debtors
trading businesses 3–4

added value 5–6
working capital 16
see also business(es)

trading cash flows 31
trailing decimals 274
treasury share purchases 78
turnover

decline businesses 181
mature businesses 122

uncovered dividends 108
Unicer – Bebidas de Portugal example

223–228
United States (US) GAAP 83–98

direct cash flow statements 223
IAS GAAP differences 83, 85

unlevering tax paid 249
US GAAP see United States GAAP

valuation models 286–292
value

adding value 5–6, 7–8, 142
cash change 79, 95–97, 242–244
cash flow statements 36
debt service 205
discounts 283–284
free cash flow 247
multi-year models 286–292
net interest 73
net present value of project 285

operating cash margin 62
performance measurement 215–216

vendor financing 123, 125, 128
Vestas example 146–149, 251–252
volume of output

growth businesses 50
mature businesses 52–53

warranties 161
weather event scenarios 303
web site investment 136–137
weighted average cost of capital 217
work in progress 7, 157
working asset cycle 16–17, 25, 227, 244
working assets 16–17, 25

cash flow analysis 153–158
change in 244
decline businesses 56
direct cash flow statements 227
growth businesses 147–148
investment in 40

decline businesses 181
estimation use 235–236
identifying amounts 72–73
no-growth basis 163
US GAAP 90

mature businesses 53
movement interpretation 158–162, 164

working capital cycle 14–17, 18–19
working capital items 90
worksheet layout 275–276, 278

see also spreadsheet . . .
worst case scenarios 303–304

yield curves, debt 209–210

Zimbabwean inflation 99, 103htt
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