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aendl 4ad 21.714 = 175,000 + 3,800,000 .. »6u157,000 J e
Basaal
O3Sy ague 128,946.77 Liial (5sSoy ms 46,053,237 ol 5i o .o
= (shiall agudl dad
ae21.714 = 128,946.77 + 2,800,000
= Gl pgal (as¥ Al pull Aol ()5S Ml
.2,800.000 = 21.714 x 128,946.77
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Lgie (yim gl 2l gl 2l Aadije S5 B 5 Lpadll (il jual)
= Lt ) il Aaa faid (Y 53 Lae LYY Slay ) i) Ay
Jiel aa gay (o gam B DYl cel g (e e g pdall (3iaS
JSS SLaBY) ellh (§ fana e g il
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Bankruptcy and its Attendant Costs
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Lo el gy cpe 9 pa A dpdlall il gl

iy Y a¥) 8 Ll O Y el pae Als (3 n
o ey Lail 5 Alle AdSS & g el JasS e dnily Lay eIy e L
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f—a il e Alle da 0 el 8 Sl B Syl SV Ll
Ginds yhlaall e dlpie day0 ) @ F AT e () getbud) alasl
b 1 e 13 Y 55 e 3 Amge Rlla Ld o
e aile ) sanlily Loty JalSIL LilSs () gealuaall Jaaty (il g o 5 ulal
s e Al el S J8 Jad Aagay g il daa
DY) SV LY gyl e g sl

e AL el e MlAT) RS Jests e U Jigad) 5 6Soy
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e e dldiadl Cild palll o3 O salay il Aaa of 3y gkal
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Integration of Tax Effect and Financial Distress Costs
¢ s—dall e A L gl y iyl e JS S pled oS
(1/15) JR& s el

Value of

firm (V) LR o giezal ZAIEEE AN Al

Vi=V,+Tep

u_‘t-’-)‘:"'u sl Aagll
£ oas—ial MM Wl Jh
il jadall pilady s iy

sl il Al dul

f apall il dail
V = Actual Value

(1/15 Js3)

3 Vu ool 38 osn g gkl ad of (1/15) IS5 e oty Y
Ll g g kel dad o 5 Al s 38 las S5 3B MM Uk
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sy of ¥ B Akl Jiley lan il ClaaSy ial Y A e
o Al Jagaall A6l Tas g MM alle oo g g pall day al Y
L)) oy elias¥) 3 VL g kel dad daa fay Jully gl Y
aie (5 b adais N Joas of B 2l e JS8 LAY Lo gl dalSs
Al dag gaall o Y1 ae 258l (e saal g Baay al jBY daall AdIKHl
Aag el Aty Akaiil) 038 iy .l B 10 e il oy el
g s phall Tl (e Lo Jual (al Y1 (5 gne ()5S adie g cp 5 pukall
333 A Adladiul & ) zise s Y Gy BY A e g
o Al b goall S5 (e el &gl Glldy o3y JSG B A

LB S U8
& 3 omiall LUK Aol A% apis Bale) (Say Al Gaus Lo 6 gun

qLLas
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iyt Syl Gl BN (e ph gy Cpantaal Gandly i
1aed Gy JSO 8 e gSall Badiadll iy QDD & g plall (a pa
il cliiaall e jekn s Al cleled) Y Gataadl N ALYl
§ 3 pall

ok LS maal Vg g g peiall 40 il (o entl (S il

Vr= SL+B+G+L ()

Cia s Al Slele Yl A maaly Gl 24y N Us puds,
O-Sar il A daay ol caila (e Clele dVU g pui Al
Lenny Lyl s Sa ) Market Claims L sud (Say Cleleols Leinans
4t Nonmarket  Claims L pod 0Sar ¥ Cleledd y oJlad (3l ul
o aalaall o Y Ouelanall y Y jeia (S5 8 A Sally Aalaldl
lele V! e W e g GOV JSLEa Ja

:‘;L'LQSVT e _).\.\Aﬂ‘ EALC-J ‘.)Sm‘é_‘ub_,
VT=SL+B+G+L
VT=VM+VN (2)

MUITER

La.u_,\ci)m‘.d.t.adn‘.n.ﬂb o geds (Saadl daiil 1V
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A Note on Agency Cost of Equity

say g el b DU aal G 1Y 2 Jany of adsidll (e adl 3
O LS cp bl 138 (3 Jey Cilage 3530 S S Lee ST gl
(f 3 —iall b aiSle Lo Sl LS M2 5 o 43Y 55 03lgial a0
Sl g il \gie 5 gl Gl g 8l B Aald Aiay elly el
bl Gaw Lo Gy g piall @Dl () gatlisall Lgd 2aady Al 5 5
T @ LS g il R gl Jlall il 1 ¥ ISl s e
O Al an Jisa s 135 g s pdall (B Jany 38 S 4Slay L
dealall 8L Cauy g piall iyl S Lliial Y (g jall Gyl
Osaaliadl o La 13 tgleaty 3 0 CollSal g g sl aing Ly o
Js—a3g 33 aend 7l oyl 0o il Juael g () (ol
aod) S A Lunbal (e 200 A DLl i Y (535 22 Dl
Ll a5l 8

e g ol Y Aagi g pdalt dad Bl gla dull
coal Y Gy (o pall 8 -1
ASL 520l 5 ane Alla 5 ANS N S5 3 8 gl 2
ol Y e Ja gl IS5 (5 50 50 -3

o2 LAl Lo 1y ALl Ggin () (paal) Tl Al i 5 Ml
ALl o3a 4 635 e 4 die ASLY (3 giad A WSS )

ila b RS (3giad ANS N CRlISE 8 il o) L L i
Lol A e G i g il e alaic Yy KL 522 B 6
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ol oyl oo Wbeel g

Aaslall dgha A et A o o i g gallt 4.15
Groth and the Debt - Equity Ratio

= A O 05 AL Gis Y Ol A O G L Uiy
(5 =) Aals e Al b gcally alad) AGSAH 5 4ali (e ol jual
O35 28 A laall sLall (8 QY1 A o ) LS 8 el o Y]
) e g il aiyy 8 M e Ay el bl &l diadiie
Goin I Ol A a3 o s Jallg S Alle e il )
ek il ¢ Laall a8 Cillay (g3 LaY) g2y %100 (e ol ALl
e Yl s g pally Gima gy phiall gai (f Wialie B2 5,80 daall 1aa 3
LIS il 5 1y e g el Jlesl disad 3 2SI Ggia e
Go—in (I sl & 3305 050 dgma 63 aY1 ¢ S aa ) GO
PRI

= sall S ane gl By Vg sode Al Gands g fll ol
Pk LS lld g st dand dgay Al B g g pdall (it Hias

:No - Growth sailt a2 dla 1.4.15
¢l «ilsy Perfect Certainty olll aShll adaay e 3 Wl a0
AS 5l 2 jaal 1315 .$100 (EBIT) o) el s il Ji g oyl
gl i A 51 %10 55 s $ 1000 Lyied L 5

tak WS g g el agd daial) i) (85 ($100
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Date (1) (2) (3) (4)
EBIT 100 100 100 100
Interest - 100 - 100 - 100 - 100
Taxable income 0 0 0 0

aaai el A il g Jacaly AS 1 LS La Laadly

31,000 g 5 il 4
100
Vfiem = = 1000
0.10
o AL 3 gin A i s ($1,000 sl i 55 Ly
& g el h3a

sgay 3 ine S $1,000 (e S8 Lia g 84S0l & jacal 13 U
O il e adny &S HAN 8 JUl s i pdall pads g )
Ll 81,000 oo JSS g g i) o Ji Ml y Ginall can gl ol 13a
A iy A gilSa) e @l Jea S $1,000 Je a1
o ipaall D Jumdl i Jallyy L O £y phal ey
%100
:Growth it Qs 2.4.15

W kel ol y 80 5ill U 2Ll Bing DAL g 5 pie OV (i
sas bg U A %S gai Jine Bing g 50l o W1 $100 oY1
cinty S L. = 0 s MM palaldh il Y Callad
LLS (5 5l 3058 Ll Sl el agiy of ddde il el qds g 50
iyl 5 il 3 g kel Pl e o Suay g il 2L
Dms il A g gain (f 3 )5 pm Y e 8 %S Jaray sai EBIT
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Jal 0 s Gana g Al pladid e Cladaa t el Gaaldd) Juadl

Ty %5 Janal iy g il 334 (55 el (e gl Jaeall i
b LS AS 0

Date 0 1 2 3 4
Debt 1000 1050 1102.50 1157.63

New debt issued 50 52.50 55.63

EBIT 100 105 110.25 115.76
Interest - 100 - 105 -110.25 - 11576
Taxable income 0 0 0 0

Gloady JS5 o g gl 2L of Jkicl) kel dad oS5

Pk LS () e
$100
Vim= —— =$2000
0.10-0.05
g A il (7) a8y b e Uiad 5yl B a3 Smy LS

Oea ikl 5 @) padbiadl dde Juaale f gane o Cua
(EBIT = I'BB) (1 —TC) + I B
= EBIT (1-T¢o) + Te(rsB)

e 58 A Ae gadl N a1 p gmna Al i
il hasdly el s
.’.V]_ = VU + TC B
100(1-Tg) - 100
= —— ¢ — XTc
0.10 - 0.05 0.10-0.05
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O3 JSS g il Aadsal) () o sai Jane 25a 5 pe jllae (gl )
ad e Jlsd Ak 33 o Uy ol Il (g giumall 5305
ilal i_ed Old sl b g st dad of Cun g (Y1 gy il
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“High - Growth Firms Will have lower debt ratios than low
growth firms”.
kel LS (o 5% SLALAL (g S 515
How firms Establish Captial Structure:
V)l bkl aal e Jull o) JSigr aladl cily il aad
ity 2 JalSl L (30a5 Y il kil o3¢ Aleadl lipdaill
s o Juall Gl JSa a5k 3 el o3¢ dalall Al
Gl Aali e il Ay Aab e e peall i o &)l
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3 bl Yt aadi & Jall e o llhy AL Bgia M sl
& ially oAl cliia Gl Al el e s Jaii a1 40
o S el al 28Ty p g el Ji s s ge Wl (g Gl
sloall 3 cillnkaill e Glasall pans (i Lad uns Cage 130
O Gl JS aaad vie el 8 3T ey g Aglead)
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A Gagiy iy ol @l S il Syl AS 58 a0
Ay gl A 30 e jaly AS A0 Cudly il g G S 1Y Lad dil)
(ol 5o DS (G diad A g dma o Jgeandl 28 Lge (i
A8 yro A 4SS Ay A8 o34 aai) $250,000 Al ,all o3a IS5 N6
iy g o(aaal Badll sl 8 A5 vie Slasdl 3 sl caay
els Oa Bl aay Jao Bl y 4 (S Sae (8 paall hdll
Gl g uedll Algs B a LS il dad Sy $150,000 o jaia @lid
s had Uik Lalalh CUlall adde (D Lad s g g ial) 300 0 g
2Ll 3] A giall 4y guilh Al b Lele $100,000 AySld il -
Dl s et (8 ol fall Y1 1S 5.330,000 s D i aed o
u_l._: LS Al
OS5 sl e 3aa 5 6,000 ¢ 10,000 « 12,000 « 8,000 « 5,000
L a1 5 a8 gial (a3 $20 (Y1 il b g gl el
i alall s Al aisd il 5005 a8 et e 4l LS L %2 i
Al 8 $10 5a ) 21 &S o Ule L %10 Jaiey YL
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Ol I pie Ula B dflaad 1 GG gal g Allall Aaidlh @ jde (el Juadl

idea o 3 aY) (555 LS %34 bl Ll il Jaee S5 ISV
o sha Gl 3 810,000 LU deas Salalh JLalt Gl 6 iy
(3 i (5 sl Y 2 pel Y g 8 B Y1 Y s
?_LIMH?L_Q UA‘)_'xBJ ﬁj‘Q‘Wu&A&@j&jM‘oM:‘.}L@J
b waal g phall g Aalad cilial e oSy djlamayl il

pAll J laall
(1/16) Js=
(<Y 530 VL) el lasdly dualall dpaill Sadl
Year
(V) (1) 2) (3} {4 (5)
Investment:
1- Machine -100.00 0 0 0 0 21.76%
2- Accumlated depreciation 20000 52.00 7120 8272 9424
3-Adjusted basis of machine 80.00 48.00 28.80 1728 576

after depreciation
(end of year)

4-Opportunity cost -150.00 © 0 0 0 150.00
(whare house)

5-Networking capital 1000 -1000 0 1632 2497 2122 )
(end of year)

6- Change in networking 1000 O -6.32  .865 375 21.22
capital

7- Total CF of investment -26000 0O -6.32 865 3795 192.98
[(DHA+( 6)]

Income:

8- Sales revenue 100.00 16320 24972 212.20 12990

9- Operating costs 5000 88.00 14520 133.10 §7.84

10- Deperciation 2000 3200 1920 1152 1152

1 1- Income beforc taxes 3000 4320 8532 6758 3054

[(8) - (9) - (10}]
12- Tax at 34% 10.20 14.69 29.01 2298 10.38
13- Net income 19.80 2851  S631 4460  20.t6

*(30-5.76=2424x0.34 =824 — 30-8.24 =21.76)
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(2/16) 2, dss>

pladl DYl i
Recovery Period Class

year 3 years 5 years 7 years

1 33,340 20,000 12,280

2 44,440 32,000 24,490

3 14,810 19,200 17,490

4 7,410 11,520 12,500

5 11,520 8,920

6 5,760 8,920

7 8,920

8 4,480

Total 100,000 100,000 100,000

(3/16) 23, Js2»
{5 00 30 Ll CAGRN Jgan
yearl O} | (1) (2) (3) 4 (3)
|- Sales revenue 100.00 | 163.20 | 249,72 | 212.20 | {29.90
2- Operating costs -50.00 | -88.00 | -145.2 | -133.1 | -87.84
3- Taxes -10.20 | <1469 | -29.01 | -22.98 | -10.38
4-CF from operation 3980 | 60.51 | 7551 | 56.12 | 31.68
[(1}-{(2)-(3)]

5-Total CF from investment | -260.0 | --- -6.32 -8.65 3.75 192.98
0-Total CF of the project | -260.0 | 39.80 | 54.19 | 66.98 | 59.87 | 224.66

NPV @ 4% 123.641
10% 51.388
15% 3.472
15.67 0

20% -31.351

e iibinall o add e die Al dadl Sl Gl o
aaod Jine i jiea 5 g g g pdal) Alad) daill ila of Aaah

Al i 3ol J s b (1116) S U8 Jaae 4o (3/16) Jaaw of 3 (1
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0.20 032  0.192 0.1152 0.1152 0.0576
PV'—' + + + + +
(.1) a1 a.pn 1.1 (1.1)° (1.n°

=0.1818 + 0.2644 + 0.1442 + 0.0786.+ 0.0715 + 0.0325
=0.7733

(4/61) Jgas

Interest 3 year  Syear 7 year 10 year 15 vyear 20 year
Rate

1% 0.9807 09726 09648 09533 0.9259 0.9054

2 0.9620 09465 09316 09101 0.8595 0.8234
3 09439 09215 09002 080698 0.8001 0.7520
4 0.9264 0.8975 0.8704 0.8324 0.7466 0.6896
5 09095 0.8746 0.8422 0.7975 0.6984 0.6349
6 0.8931 0.8526 08155 0.7649 0.6549 0.5867
7 0.8772  0.8315 0.7902 0.7344 0.6155 0.5441
8 0.8617 08113 0.7661 0.7059 0.5797  0.5062
9 0.8468 0.7919 0.7432 0.6792 0.5471 04725
10 0.8322 0.7733 07214 0.6541 0.5173 0.4424
11 0.8181 0.7553 0.7007 0.6306 0.4901 04154
12 0:8045 0.7381 0.6810 0.6084 0.4652 0.3911
13 0.7912  0.7215 0.6621 05875 0.4423 0.3691
14 0.7782 0.7055 0.6441 05678 04213 0.3492
15 0.7657 0.6902 0.6270 0.5492 0.4019 0.3311
16 0.7535 0.6753 06105 05317 03839 0.3146
17 0.7416  0.6611 05948 05150 03673  0.2995
18 0.7301 0.6473 0.5798 0.4993 03519 0.2856
19 0.7188 0.6340 0.5654 04844 03376 0.2729
20 07079 0.6211 0.5516 0.4702 0.3242 0.2612
21 0.6972 0.6087 05384 04567 03118 0.2503
22 0.6869 05968 05257 04439 0.3002 0.2403
23 0.6767 0.5852 05136 04317 0.2893 0.2310
24 0.6669 0.5740 05019 04201 0.2791 0.2223
25 0.6573  0.5631 04906 0.4090 0.2696 0.2142
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