
ACCT3013 Financial Statement Analysis Workshop
Credit analysis

[For enquiries please contact zihang.peng@sydney.edu.au]

Tutorial assignment
Exercise W10E1: Noble Group credit analysis
An important technique in credit analysis is to compare the cash available for debt service with the debt service requirement.
Cash available for debt service = Free cash flow – Net dividends
Debt service requirement = Payments to existing debt holders regarding financial debt at the beginning of the period
Noble Group reported its statement of cash flows as follows:
[image: ]
The details of “NET CASH FLOWS FROM INVESTING ACTIVITIES” and “NET CASH FLOWS FROM FINANCING ACTIVITIES” are provided in the notes and replicated here:[image: ]
In response to market concerns over its liquidity, Noble raised $9,461,966 new bank debt financing to boost its cash holding. 

[image: ]
Required [SHOW ALL WORKINGS]
1. Compare the actual cash available for debt service with the debt service requirement for the fiscal year 2015.
2. Compare the would-be cash available for debt service with the debt service requirement for the fiscal year 2015, if Noble’s new bank debt raised in 2015 were only 2/3 of its actual amount.
[bookmark: _GoBack]Note: Noble’s cash flow statement follows an unusual “semi-direct” method, whereby the capital charges are listed directly.
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NOTES US$'000 US$'000
(RESTATED)
CASH FLOWS FROM OPERATING ACTIVITIES
PROFIT/(LOSS) BEFORE TAX
FROM CONTINUING OPERATIONS (1713,619) 277,663
FROM AGRICULTURAL DISCONTINUED OPERATIONS = (196,587)
TOTAL (1713,619) 81076
ADJUSTMENTS TO PROFIT BEFORE TAX A9 1381792 874,022
OPERATING PROFIT BEFORE WORKING CAPITAL CHANGES (331,827) 955,098
DECREASE/(INCREASE) IN WORKING CAPITAL B8 19193 (1745,299)
NET INCREASE OF CASH BALANCES WITH FUTURES BROKERS NOT IMMEDIATELY AVAILABLE
FOR USE IN THE BUSINESS OPERATIONS (46,636) (264,000)
INTEREST RECEIVED 57,404 76718
TAXES PAID (33,665) (95,355)
NET CASH FLOWS USED IN OPERATING ACTIVITIES (235,531) (1,072,838)
NET CASH FLOWS FROM/(USED IN) INVESTING ACTIVITIES <] (286,930) 1830739
NET CASH FLOWS FROM/(USED IN) FINANCING ACTIVITIES D9 1,544,821 (1171,376)
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NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS — CASH FLOWS FROM/(USED IN) INVESTING ACTIVITIES

2015 2014
NOTE US$'000 US5'000

(RESTATED)

ADDITIONS OF PROPERTY, PLANT AND EQUIPMENT (82,692) (279906)
ADDITIONS OF MINE PROPERTIES = (6945)
ADDITIONS OF INTANGIBLE ASSETS = (108,308)
NET CASH PAID ON ACQUISITIONS OF SUBSIDIARIES a2 (33,369) (140,456)
CASH INFLOW ON DISPOSAL OF SUBSIDIARIES = 1,500,000
CASH AND CASH EQUIVALENTS OF DISPOSED SUBSIDIARIES = (516,300)
INVESTMENTS IN JOINT VENTURES/ASSOCIATES (59,187) (188,305)
ADDITIONS OF LONG TERM EQUITY INVESTMENTS, NET 5,479 (24,269)
PROCEEDS FROM DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT 9,558 6501
PROCEEDS FROM DISPOSAL OF ASSOCIATES = 4437
DIVIDEND INCOME FROM JOINT VENTURES/ASSOCIATES = 857
DIVIDEND INCOME FROM LONG TERM EQUITY INVESTMENTS 263 18
INCREASE IN AGRICULTURAL ASSETS (4,498) (138,082)
INCREASE IN LONG TERM LOANS (28,693) (50916)
DECREASE/(INCREASE) IN AMOUNTS DUE FROM JOINT VENTURES/ASSOCIATES (93,791) 1725,080
ACQUISITION OF NON-CONTROLLING INTERESTS - m77)
(286,930) 1830739
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D9. NOTES TO CONSOLIDATED STATEMENT OF CASH FLOWS — CASH FLOWS FROM/(USED IN) FINANCING ACTIVITIES

2015 2014
US$'000 US5'000

NOTES (RESTATED)

INTEREST PAID ON FINANCING ACTIVITIES (230,396) (320451
BANK DEBTS — ADDITIONS 9,461,966 2416243
— REPAYMENTS (6,646,205) (2.590,430)

EXERCISE OF SHARE OPTIONS 63 19431
REDEMPTION OF SENIOR NOTES D32 (868,109) (98,007)
REDEMPTION OF CONVERTIBLE BONDS = (375,570)
REDEMPTION OF CAPITAL SECURITIES D53 = (350,000)
ACQUISITION OF TREASURY SHARES D53 (102,075) -
NET PROCEEDS FROM ISSUANCE OF CAPITAL SECURITIES D53 = 397,547
DIVIDEND PAID TO EQUITY HOLDERS D53 (46,423) (236,651)
DIVIDEND PAID FOR CAPITAL SECURITIES D53 (24,000) (33488)
1,544,821 (71,376)




