




[bookmark: _Hlk111491780]FINPLAN
[bookmark: _gjdgxs]Hands-on 9: Interpreting and Balancing Cases (Part 1)
[bookmark: _Hlk97908142]Useful references:
1) Download the FINPLAN software
2) Introduction to FINPLAN
3) Glossary of Financial Terms
4) Video Tutorials
5) FINPLAN Google Group
Learning outcomes
This exercise will help you obtain some hands-on experience on what to do when encountering issues developing a FINPLAN case. Working with unbalanced cases and identifying the issues will help you in balancing, correcting, and interpreting the results of your own FINPLAN case.  
By the end of this exercise, you will be able to: 
1. Interpret FINPLAN results: During construction
2. Interpret FINPLAN results: During operation

In the following we will go through the recommended steps when analysing a financial case with FINPLAN:
1. Analyse cash flow statement during construction and operation
2. Review indicators, especially the debt-equity ratio during construction
3. Analyse the shareholder’s return
4. If the case seems balanced, go further in depth in analysing your results, e.g., by reviewing additional indicators or other result statements as explained in the FINPLAN Manual
Activity 1
Interpret FINPLAN Results: Cash-flow Statement
First, download Unbalanced_Case2.zip from this link and restore it on FINPLAN. We will now interpret the FINPLAN case study, looking at the construction period.
Try it:
1. [bookmark: _Hlk111492174]First, familiarise yourself with the input data.
2. At the “Cash inflows and outflows in local currency”, look at “Investment”. During which period are investments made, i.e., which are our construction years? Looking at the line “Sales”, which are our operation years during which the plant generates earnings?
3. Analyse the use of the “Stand-by facility” and the “Short-term deposits”. Is our case well balanced, or is there too much or too little equity and loans to finance our investment?
4. Looking at the operation years, is the project able to cover its yearly expenditures with the income it generates? Are dividends eventually being paid to its shareholders? If not, what could be the reason?
Activity 2
Interpret FINPLAN Results: Financial Ratios
Try it:
1. Look at the “Debt equity ratio” in the “Financial ratios” sheet. How do you interpret this value during the construction period? Would you aim at a different value and why?


Activity 3
Interpret FINPLAN Results: Shareholders' return
Try it:
1. Let’s look at the NPV and IRR of the project now, in the “Shareholders’ return in Local currency” sheet. How do you interpret these values? You will notice that the NPV is negative. Given that the IRR looks acceptable, what would be the simplest way to get a positive NPV, without changing how the project is financed during construction and without changing the electricity price?

Let’s assume you received this FINPLAN case from someone asking for your help. Based on your combined interpretations following Activities 1 – 3, what would be your advice how to improve it? What should be changed? Take some time to think and try this out yourself. The solution will be provided in Hands-on 9 – Part 2.
Please complete this form to finish the exercise.
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