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1 Introduction

The main objective of the SIMCom-model is to familiarize the participants with today's
telecommunication business. Main emphasis is placed on customer-focused business thinking. The
purpose of the model is to mirror - not to predict - events and phenomena in the telecommunication
markets.

The teams' task is to price and promote various types of telecommunications services, as well as to
make the necessary network investments. In addition, research and development (R&D) plays an
important role in the SIMCom-model.

Each company offers its services to private and business customers. Three different types of
services are offered for private:

e Fixed-line calls

e Mobile calls and services

e Broadband Internet connections

Fixed-line calls, mobile calls and -services and data services are offered for business customers.

Mobile customers are divided into two segments, cross-country and half-pipers. Half-pipers can be
considered as early adapters what comes to new services and products.

The success of the SIMCom-company is evaluated after each round by its share price. The share

price is based on company’s ability to produce return for capital and also future outlook (future
outlook depends on customer base and investments in R&D and marketing).
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2 Main page
When opening the SIMCom-model the following window will appear:

F3 SIMCom-DSS =lefx
-

| File_shou

Navigate to the decision
pages by pressing the buttons
on the top of the page.

The menu bar has the following

functions:

— File: here you can for example
save the model, or export your
decisions.

— Show: here you can view the
market outlook.

— Zoom: change the size of the
window

— Help

cesim
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On the main page the team
number and name are
entered.

English -
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3 Demand

The demand for a company’s products and services depends not only on the management team’s
own decisions but also on the actions of the other players. The competition in the market is tight,
and competitors’ aggressive price cuts or marketing efforts can bring your market share down.

3.1 Market demand

The total market demand forms from a base demand, which is influenced by the average price level
and the average marketing effort in the different product markets. Annual market outlook reports
give information on the expected changes in the market demand. Players themselves can affect the
demand for different products through their actions.

3.2 Market share — private customers

Market share is the company’s share of sales from total sales in the market. Both the market share
of units sold as well as market share of revenues are important to consider. The picture on the next
page clarifies the logic of demand and the factors affecting it.

Price per Pri.ce per Minutes per customer ¢ Minut; price
call minute at night at night
' ' +
Minutes per customer Minute price

Calls per Length of call . <« p
customer at daytime at davtime

Effective monthly price Effective minute price

Total minutes in fixed Total minutes in mobile

Fixed-line calls - Mobile calls - ADSL -
Number of Number of Number of
customers customers customers
Price
Advertising
Margin on equipment
. C i i i
Price ustomer sa}tlsfactlon Pnc'e'
. s Hunting Advertising
Advertising Services-portfolio C isfacti
Customer satisfaction p ustomer S?.tlS action
Gprs Services
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4 Private customers - fixed line

E4 SIMCom-DSS

JFiIe Show Zoom Help

===

A

Main | Business | Cost analysi I | HR and R&D Finance | Butget |
| Mohile
Call pricing ADSL
Pricing 2002 2002
Price per morth, € 1450  Price per morth, € 65,00 No. of customers in ficed
Price per call, € 0,050 Estimated no of customers i} 400
Price per minute, € 0,020| Customers without connection 2 u]
Avg. price per morth 17,05 Total revenue 405 9§1 326 400
Avg. price per month - customer using dial up 3223| Service and mainterance 95 &i 95 336
Access network leaze 24 00 24 000 Total minutes in fixed
Subscriber management Depreciation and capital cost 409 074
Phone subscribers 2002 HR and R&D costs 4136
Estimated number of customers 24 300| Margin before marketing -206 695
Customers without connection 0| Marketing efforts, € 120 000
Calls per customer per year 180  Product margin -326 695 Dial-up minutes
Minutes per call 450
Tatal minutes 19 683 000
Dial-up subscribers
Estimated number of dial-up callers 10800
Customers without connection o
Dial-up calls per customer per year 325 Mo, of customers in
Minutes per dial-up call 2400 ADSL
Tatal minutes g4 301 S60
Financial analysis, £ Summary of fixed network, £
2003 2002 2003 200
Total revenue 6 822 943 938 16|  Call margin 1 245 530 1049
Service and maintenance 418 501 33574 ADSL-margin -85 603
Access network lease 1 166 400 1 Margin before marketing 1162 946
Termination balance -962 522 Marketing efforts 520 000 520 000
Depreciation and capital cost 2592423 3021 Product line EBIT 642 946 322 555
HR and R&D costs 434 548 251
Margin before marketing 1 049 2:
Marketing efforts, € < 400 000
Product margin 848 550

Estimations of number of customers
and the number of calls and minutes
per call are being made to the gray
cells. The average number of calls
made by a subscriber in a year varies
slightly depending on the price per
call, and similarly the average length
of call per subscriber varies slightly
depending on the minute price.

Pricing of fixed line calls is decided in
three parts: a fixed monthly price, price per
call, and price per minute. Customers
compare the average monthly prices
offered by different companies, and this
has a strong effect on the companies'
market shares.

Also a decision about marketing efforts is
made. Advertising is believed to have a
cumulative effect on demand, in the sense
that advertising efforts made in one year
still influence the demand in the following

xran

ADSL connections are priced per
month. ADSL customers are quite
price-sensitive, which should be
considered, when estimating the
number of customers. Also a
marketing decision is made for ADSL.

The summary demonstrates how the
profit of the segment is formed.

Important! The blue cells are for the actual decisions. The grey cells are only for estimations, which
help the budgeting process. The estimations should be based on the decisions and the market

outlook.
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5 Private customers - mobile In addition to call subscriptions,

customers are offered terminal
equipment in the mobile sector.
The decision made is the
percentage margin on the

| Fie_Show Zoom Help equipments' purchase price charged
| EniiEEs | Cost analysi | — | 1R and RED | e | g| from the customer. Also other
operators’ customers can by the
equipment you sell.

Main

Fixed line |

Call pricing Mobile equipment sales
2002 2003 2002
Price pet month, £ 4,800 Price, € 15 151
Price per minute, day, € 0170 Margin from mobile sales (1] 0%
Price pet minute, night, € 0140 Estimated sales 73 9422
Avy. price per minute Malf-piper customer. 0,190 Margin from equipment L] 1]
Avg. price per minute /Cross-courtry cust 0,215
Service transactions 2N
Free airtime per neww subscriber, € 70 2002 AT 5 i
Price per transaction, € 050
Transactions isubscriber, Half-pipers 30
Subscriber managemey Half-pipers @\w Tranzactions fsubscriber, Cross-country 14
2003 2002 Total tranzactions &11 930 Minutes at day
Subscribers last year 17 350 19020 Revenues from services 405 990
Hurted 3384 1750
Churn % 292% 92%| GPRS Servine
Subscribers lost 5 066 1750 2002 transactions per
Mewy subscribers 150 1800| Price per month, £ 6,00 customer
Subscribers this year, 15817 20820| Pricemb, € 2470
Estimated number of users, Half-plpers 50%
Calls per custorfer per year Estimated number of users, Crogs-country 20%
Mins per subscrifer, day 1386 1080 Estim. uselcustomerimonth (Mbf, Half-piper: 2,00
Mins per subscfiber, night 594 120 Estim. usefcustomerimonth (M), Cross-cou 1,00
Total Mk:s 25763
Revenues, GPRS 156 208
ial analysis, € Summary of mobi GPRS users
2003 2002 2003 | 2002 2002
ue from marthly fee 873119 299 360| [ 113683 1199232| Cal margin 3601 662 4047 680
4854350 | 5586700 | 403679 4172328| Equipment margin i i
5727469 | 6586060 | 517362 5371560 Service margin 1760 882 405990 TSI
ervice and maintenance 1220293 1341 306 933 32 963 740| GPRS-revenues 296 045 \| 56 205 use,
Hurting 247 350 294 328 274 26 248432 Margin before mfarketing 5958 710 4809 879
Deprecistion and capital cost 2297 222 2 B27 640 2 306 96 2432443 Marketing efforts /Half-pipers, € 600 0 EINO 000
Termination balance u] u] 0| Marketing effortf, Cross-country, € 460 000 56N 000
Margin from calls 1962605 | 2322767 | 163907 1724894| Product line 3 449\p79
Pricing of mobile calls is also The average minute price of Services for the mobile For GPRS, a monthly fee
decided in three parts: a fixed mobile calls determines the segment are priced per and price/Mb is determined.
monthly price, price per number of subscribers the transaction. A transaction is The usage rates of GPRS are
minute at daytime, and price company gets. The number of for example using a SMS at a quite low level in the
per minute at night. The prices customers is estimated for both service such as ordering a ring beginning of the game.
are same for both segments. segments separately. Churn% tone.
o . demonstrates the no. of o The effect of advertising on
Free alrtlmeloffer is an offer of customers lost to competitors. The demand for services is demand is different in the
free phone time made to at'tract ' ' de’termlned according to the different segments, i.e. some
new and other teams' mobile The average time spoken, in price and the number of customers are more sensitive
customers, which are referred both call types, by a subscriber services available to advertising efforts than
n " M T T
to as "hunted" customers. in a year is determined by the others.
price for that type of call.
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6 Business customers

The business segment is further divided into two categories: new customers and old customers.

6.1 New customers

The New customers-segment consists of totally new customers on the market, and also unsatisfied
customers, who are about to change their present operator. New customers are usually not profitable
in the first year (high acquisition costs). Profitability is sought through creating the customer value
in following years. Integration personnel is needed in acquiring new customers. If there is not
enough integration personnel, new business customers can not be acquired.

Ed s1MCom-D5S =&l
J File Show Zoom Help |
Main Private | | Cost analysis | Imvestments HR and R2D | Finance | Budget |
| Old Customers
Subscriber management Data ’
2003 2002 2002 Mew Cust
Usersicompany- Fixed 150 150 Pricemb, € 0,025 e LUSIOmErs
Usersicompany- Mohile 1435 145 Estim usefcustomer fyr (Mb) 21 000
Estimated number of customers g g Total revenue 591 558
Fixed network Service transactighs
2002 2002
Ptice per month, € 13,50 Price per transaction, 0,50
Price per call, € 0,070 Transactions fsubschiber 20 Minutes &t night
Price per minute, € 0,013 Total transactions 400 21 784
Avg. price per manth 24 38 Revenues fromy services 37 700 10 §92
Callz per customer per yeat E53 750 tran::cr‘t\i,;cl:ﬂz per
Minutes per call 4,008 5,00 2002 T
Tatal minutes 5 268 500y G 760 664 5,00
2470
10,0 %
Mobile calls 5,00
2002 6 535
Ptice per month, € 4,900 22 678
Price per minute, day, € 0,140 GPRS users
Frice per minLte, night, 0,100
Average minute price 0157
Calls per customer per year 2002
hinz per subscriber, day 1 800 e 1 649 265 1347 T00 GPRS use, Mb
Mins per subscriber, night 500 o maintenance M7 257 177 050
Accgfs network lease 1135 200 108171
rmination halance o o
Revehue from calls, € Depreciation and capital cost 1 027 007 772642
2000 HR and R&D costs 1255055 1179 300
Rewvenues from Fixed network calls 434 344 Margin before marketing =355-254 -589 463
Revenues from Mokile calls 434 325 Marketing efforts, € 600 000
Revenue from calls 848 674 Product line EBIT b ] -1 489 463
Setting prices for the business customers happens in the [ The segment margin calculation shows information on
same way as for private customers. However, business how the margin is formed. Here also an advertisement
customers buy all the services from the same operator. decision is made.
Thus business customers estimate the pricing as a

whole package. Besides pricing, the demand is affected
by advertising, size of service portfolio and the
customer satisfaction considering the network capacity.

Cesim Oy
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6.2 OlId customers

The old customers —segment consists of the old customers that have been acquired in earlier years.
As was stated, the acquisition costs of new customers are quite high. However, the existing business
customers should be more profitable. It is important keep in mind that although old customers tend
to have some loyalty towards their present service provider, they are also price conscious. The
decision making —page for old customers is similar to the one for new customers.

F SIMCom-D5S =18 x|

JFiIe Show Zoom Help

Business

Old Customers

Subscriber management Data
2003 2002 2003 2002
Subscribers last year 27 23 Pricemb, € 0,030
Usersicompany- Fixed 150 150 Estim usefcustomer A (Mb) 22 500 21 000 GRS
Uzersizompany- Mokile 140 140 Total revenue 3359 475 2 597 630
Companies acouired in the last per g [ : :
Churn % 52% 52 % Service transactions
Subzcribers lost 2 2 2003 2002 Minutes at day
Subscribers this year 33 27 Price per tranzaction, € 0,50
Tranzactionz isubscriber B35 20
Fized network Total transactions 301 938 75 967
2002 Revenues from services 150 969 38 483 . .
Frice per morth, € 13,50 Minutes at night
Price per call, € 0,070 GPRS
Price per minute, € 0,020 2003 2002
Ay, price per month 29,79 29,78 Price per morth, € 5,00 Siucs
Pricemds, € 2470 transactions per
Calls per customer per year as0 as0 Estimated number of users 220 % 10,0 % customer
Minutes per call g,00 &,00 Estim. uzefcustomerinonth (Wi 10,00 5,00
Total minutes 33 843 600 25 037 915 Tatal Mis 122633 23090
Revenues, GPRS 351958 80122
Mobile calls
2003 2002 Financial analysis, € GPRS users
Price per morth, € 4,900 2003 2002
Price per minute, day, € 0,140 Total revenue 7282828 5598 012
Price per minute, night, € o110 Service and maintenance 1 059 251 E74 797
Average minute price 0,150 0159 Access network lease 477 792 395829
Termination balance o o CRB eyl
Calls per customer per year Deprecistion and capital cost 5110126 3073704
Mins per subscriber, day 1800 1800 HR and R&D costs B 857 3826
Mins per subscriber, night 550 500 Margin before marketing 628 802 1 449 855
Customer care, € 400 000
Revenue from calls, € Product line EBIT 228 802 1 049 855
2003 2002
Revenues from Fixed network call 1778278 1 474 052
Revenues from Mohile calls 1 641 149 1 407 723
‘- Revenue from calls 3 420 427 2881775 “

Cesim Oy



cCesin

PRACTICE MAKES PROFIT

Manual SIMCom

7 Investments

The network capacity consists of five types of network elements:
Access network

Transfer network (bandwidth 2MB)

Mobile call centers

Call switches

ADSL capacity

Depreciation of investments is made automatically based on declining balance depreciation. The
depreciation for the transfer network is 12,5% and for the other network elements it is 16.67%. The
model does replacement investments automatically.

For convenience, the actual capacity investment decisions have been replaced by the selection of
targeted levels of customer satisfaction. This is quite feasible, since the achieved level of customer
satisfaction and adequacy of investments are strongly related. Thus once the aspired satisfaction
levels have been plugged in, the model automatically calculates the required capacity investments
to achieve those targets. All investments become completed with one year’s delay (excluding
ADSL), which means that although the investments are paid the same year the decisions are made,
they will not be in use until the following year.

Notice, however, that since the demand for traffic is not evenly spread throughout the year, it is
possible that the line is busy even if there is enough capacity to satisfy average demand. Therefore,
it is not necessarily optimal to require a full 100% level of customer satisfaction, because achieving
perfect service level even during unexpected peaks might require hosting a lot more capacity than
what is needed to satisfy the average demand.

Fixed-line calls and ADSL-connections use the access network. Access network is leased from the
access network provider. The price for leased access network is fixed per customer. The backbone
is used by all of the services, and each sold unit increases its need. If the investments in backbone
are too small, quality of the services fall, which will result in loss of customers and call minutes. In
this situation, both calls and Internet-connections will suffer from the capacity problem. The
number of local calls and call minutes affect the need for call switches.

Cesim Oy
10
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7.1 Investment decisions
F SIMCom-D5S =18 x|
J File Show Zoom Help
Main Private | Business Cost analysis HR and R&D | Finance Budget

Capacity this year

X

Capacity (calls)

Heed,

502 265 456
T8 201 397
55 652 876

997 417 193
103 863 881
B9 324 B17

Backbone
Switches
Mohile stations

ADSL

Line bu m —_—
27687 % Fixed network call 9375
0,0000%  Mabile ‘ 93,75 > ADSL Capacty
09240%  ADSL 9375

——

Demand forecasts

Customer satisfaction

Customer satizfaction

cust

20

Fixed network call 11,13 % Fixed network call 28357 %
Mokile -5,88 % Mohile 0,0000 2%
ADSL 0,00 % ADSL 09973 %
Data 36,47 %
Capacity next yeal \Investments
Capacity before Cost of investments
Capacity, Mb e investments
Backbone 997 417 193 503 105 051 297 M7 193 2638025
Swyitches 103 863 5581 78 408 4583 103 863 881 1256 419
Mahile stations 69 324 617 55 755 502 B9 324 617 2876 694
| ?\\ 26 400
/[ A N\

The capacity need for the present year is based
on the decisions made in the previous pages.
The customer satisfaction depends on the line
busy -rate. Because there is a year’s lag in
investment decisions, the customer satisfaction
for the present year can be only influenced
through the decisions that affect the demand
(the capacity can not be increased for the
present year).

Besides the decisions made
this year, the growth estimates
for the following year affect
the capacity need for next year.

Instead of explicit capacity
investment decisions, one
has to decide the aspired
levels of customer
satisfaction. Once this is
done, the model calculates
automatically the required
capacity investments.

7.2 Call termination

Because there are several players in the market, inter-company call terminations from one network
to another play some role in the business. Termination payments are charged when the company's
subscribers call to another operator's network. All calls are subject to termination payments. The
model calculates the termination payments and revenues automatically depending on the

companies' market shares.

Cesim Oy
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Termination of calls also uses the network capacity. A call from own network to another network
takes up 50% of the capacity of a normal call in own network. Similarly, receiving a call from a
different network also takes up 50% of the network call capacity.

7.2.1 Fixed line calls — dial-up customers

The most important thing to understand about terminations is the costs that result from fixed line
call customers making also dial-up Internet calls.

The customers who use their fixed line for both phone calls and dial-up Internet calls have acquired
their dial-up connection from an outside service provider. This causes excess costs, as termination
charges has to be paid for the firm providing the dial-up services. Because in this model companies
do not offer dial-up services to their customers, the termination balance regarding dial-up calls is
always negative, taken that the company has fixed line call customers owning a dial-up connection.

7.2.2 Fixed line calls and mobile calls

Terminations of fixed line calls and mobile calls generally have little impact on the company's
termination balance, because incoming and outgoing calls tend to balance out. An example could be
a company with a small market share in fixed line customers. This company*‘s customers call quite a
lot to another operator’s network. Thus the company pays termination fees to other companies.
However, its customers receive calls from other networks and termination revenues tend to balance
the costs.

Cesim Oy
12
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8 Personnel and development of value-added services

8.1 Installation personnel

Installation personnel is needed for fixing new fixed- and ADSL —connections. There might at some
times be a lack of this resource in the market. Not having enough installation personnel affects the
customer satisfaction and also the demand.

8.2 Integration personnel

Integration personnel is needed to integrate the telecommunications of new business customers. If
the company does not have enough integration personnel, the company cannot get new business
customers. Also integration personnel is a scarce resource in the market.

8.3 Recruitment

Besides salary, the attractiveness of the company is being considered, when potential employees
choose their employer. Advertising, investments into personnel training, share value, and personnel
turnover in the provious years are factors that are related to the attractiveness of the company.

EA sIMCom-DsSS

JFiIe Show Zoom Help

===

Mo, Recruited(+) Laid-off(-)
Average salary previous year (2001720007
Salary i Year, €

Effective personnel after recruting

Integration personnel

Main Private | Business Cost hysi: | 1 it: | | Finance Budget
Installation perseonnel Development of services
2003 2002
Petzonnel in the beginning of the year 752 Old services
Estimated change 5% Mewy services
Effective personnel before recruiting 692 Total amourt of services
Personnel need this year 562 Cost of new services
Recruitment 2002 Training, €

34 000 Installstion personnel, €
35000 Training/ Install. person
§92 Irtegrastion personnel, €
Training! Integr. person

HR and R&DY costs, €

Personnel in the beginning of the yeary
Estimated change

Effective personnel hefore recruti
Personnel need this year

Recruitment

Mo. Recruited(+) Laid-off(-)
Average salary previous yegdr (200120007
Salary i Year, €
Effective personnel after pecruting

Serviceg costs
2002

54 000
a5 000
18,00

2003 2002 2003
15,00 18,48 Salaries 1578177
&% 8% Recruitment gosts 92437
16,56 17,00 Training cogfs 33000
16,00 15,02 HR and RAD costs 1703 614

2002
1302 232
92 437
40 000
1 434 669
896 784

Personnel need is based on the
estimations made in the previous
pages (number of customers).
Besides increasing/reducing the
number of employees, also their
salary is decided.

The development of services happens by
deciding the number of services that are
developed each year. As a result a service
portfolio is being created, which affects the
demand of ADSL and mobile connections and
also the demand for mobile services.

Investments into personnel
training employees affect the
corporate image as an
employer and thus the interests
of the present and potential
employees.

Cesim Oy
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9 Financing

9.1 Loans and cash

The company has a fixed amount of share capital. The financing decision is made about the increase
or decrease of long-term debt. The company has to have a certain amount of cash in their balance
sheet at all times. Short-term loans are taken automatically if the financing decisions would make
the cash balance go below this level. The interest of the loans depend on the debt equity to assets —
ratio. With a relatively high ratio the interest is low, however, when the amount of debt increases

also the interest increases. The interest for long time debt is always lower than for short time debt.

Ed SIMCom-DSS

JFiIe Show  Zoom  Help

=8|

Main

Private | Business | Cost hysi

HR and RED | | Budget

Debt and cash, €

N |

Long term debt last year
Short term debt last year

Take newy long term debt
Payback of loans

42500 U100
L]
3 977 450

Long term debt this year
Short term debt this year
Cash at the end of year

Cash flow statement, €

42 500 000
1 457 389

Long-term
loans

Shart-term
loans

Cash provided by operating activities
EBITDA,

- Financing expenses

- Taxes

Total

Cash used in investing activities
- Investments in fixed assets

= Het cash flow before financing
+i- Change in long term debt

+i- Change in short term debt
=Change in cash and cash equivalerts

Erquity ratio
15403 413
1833 332
1 537 693
12 032 387

B 797 539
5 234 §48

1]
-1 457 389
37T 450

Cash1.1. 2003
Cash 31.12. 2003

200 000
3 977 450

A

[

\

The financing decision is made
about the increase or decrease of
long-term debt.

The company has to have a certain amount of cash
in their balance sheet at all times. Short-term loans
are taken automatically if the financing decisions
would make the cash balance go below this level.

9.2 Cash flow statement

This statement is useful for financial planning. It allows the management teams to follow the
sources and uses of funds. It is divided into three sections: cash provided by operating activities,
cash used in investing activities, and cash provided by financing activities.
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10 Income statement

The revenues of the company are divided into nine parts: fixed line calls, mobile calls, ADSL
connections, old business customers, new business customers, gprs, services, equipment sales and
termination revenues.

Costs are divided into nine categories. The first row shows the termination costs. Marketing effort
costs include all marketing actions taken by the company. Free airtime costs result from acquiring
new customers. Administration costs are fixed in the sense that the company management cannot
influence them. Personnel costs consist on salaries and personnel development. R&D costs depend
on the R&D decisions. Maintenance costs consist of the costs of maintaining the networks as well
as customer service costs. Equipment purchase costs depend on the number of terminals sold and
the last row presents the costs of the access network.

Net financing expenses consist of the interest of the short- and long-term loans included with the
interest paid for cash. The tax rate for the companies is 29%.

Fd SIMCom-DS5 17 =l
J File Show Zoom Help |
Main Private Business Cost hysi I it it: HR and R&D Finance
| Balance sheet
NCOME STATEMENT, €
2003 2002
REVEHUES
Local calls 6 822 943 6938 816
obile calls 13258121 123519818
ADSL 403 901 326 400
Rewvenue from equipment sales 1117 249 1422 647
Buziness -Old Customers T 2528628 5595012
Buziness - Mew Customers 1 648 265 1347 700
Termination revenues 1834 971 1 865 126
Total revenue 32371 278 30 021 519
Costs
COSTS AND EXPENSES
Termination costs 2797 483 2879745
Marketing efforts 2 580 000 2 650 000
Hunting 521 610 242810
Administration 2500 000 2 500 000
Personnel costs 1703 614 1 434 669
R&D costs a 596 754
Maintenance 3 964 509 3843 M7
Equipment costs 1117 249 1422 647
Access network lease 1783 382 1 694 400
Costs and expenses total 16 967 866 17 896 471
OPERATING PROFIT BEFORE DEPR. (EBITDA) 15 403 #3 12 125 047
Deprecistion from fixed assets 5 267 690 5 380 746
OPERATIHG PROFIT (EBIT) T135722 3 744 302
Met financing expenses 1 833 332 41 900 605
Taxes 1 537 693 934 672
PROFIT FOR THE YEAR 3 764 697 1309 024
Cesim Oy
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11 Balance sheet

11.1 Assets

“Fixed assets” is the cumulated value of investments minus depreciations.

There is a minimum cash requirement in the game. Short-term loans are taken automatically by the
model, if the management's decisions would make the cash fall below this minimum level.

11.2 Equity and liabilities

Equity consists of share capital and retained earnings. The share capital is fixed in the model, i.e.
equity-financing is not possible. Cumulative earnings therefore are the only element that change the
company's equity.

Liabilities are divided into short-term loans and long-term loans.

15l

JF\Ie Show Zoom  Help |

Budget

Balance sheet

BALANCE SHEET, €
Al a0z ROl X - tracker
ASSETS
Cash and cash eguivalents 3077 450 200 000 Chart Area
Fixed assets 60 339 058 61 8039 2439 .
871
Total assets 64 316 548 62 009 249 870 /
870%
SHAREHOLDERS® EQUITY AND LIABILITIES
Lizhilties 870
Long term loans 42 500 000 42 500 000 270
Short term loans (unplanned) o 1 457 399 R
Total liabilities 42 500 000 43 957 399 8702
) 2R
Eqquity
Share capital 10 000 000 10000 000 2893 ¥
Profit for the year 3 764 BI7 1308019 a69%
Profits fro_m previous years 5051 851 6742832 %00 07 414 421 a8
Total equity 21 616 548 16 051 851 .
Time
Total shareholders® equity and liabilities 64 316 548 62 009 249 -
2003 2002
EBITDA (% of revenues) 47 58 % 4039 %
EBIT (% of revenues) 2204 % 1247 %
Met profit ( % of revenues) 11 63 % 436 %
RO % 8,70 % 6,04 %
Enjuity-to-assets ratio 3392% 2911 %
Interest rate for long term debt 431 % 408 %
Interest rate for short term debt 5,21 % 6,08 %

Cesim Oy
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11.3 Financial indicators

The ratios presented in the reports are calculated as follows:

earnings before depreciation

Operating margin (EBITDA): 100% x
revenues
EBIT %: 100% x _LBIT
revenues
Net profit %: 100% x £ rofit jor the year
revenues
Return on assets (ROI): 100% x EBIT

total assets

Equity

Equity-to-assets ratio: 100% x
total assets

The interest for long term loans depend on the companies debt equity to assets —ratio. With a
relatively low ratio, the financers want more interest for their loan.

The interest for short term loans are the interest for a long term loan plus 2-4%.

Cesim Oy
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