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BASIC BUSINESS PHILOSOPHY

The company uses resources to run its business
SO

The company must obtain 
adequate returns to get its resources back
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CORPORATE FUND CYCLE

DEBT

EQUITY

WORKING CAPITAL

FIXED ASSETS

SOURCEALLOCATION

USER

PROFIT
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FINANCIAL MANAGEMENT

• Management of assets and liabilities
• Profit management
• Cash management
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3 MAIN FINANCIAL STATEMENTS

• List of assets and liabilities on a specific date
BALANCE SHEET 

(STATEMENT OF FINANCIAL 
POSITION)

• Sales results deducted by expenses incurred in 
a specific period

INCOME STATEMENT
(STATEMENT OF PROFIT AND LOSS)

• The movement of money fund going in and out 
in a specific period

CASH FLOW STATEMENT

>> Financial position

>> Operational results

>> Cashflow condition
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COMPANY OBLIGATIONS
= DEBT & EQUITY

CORPORATE WEALTH
= ASSETS

All assets owned 
by the company

Total funds used 
by the company

Rp 100 million Rp 100 million

Where the money comes fromWhere money is allocated

BALANCE SHEET
“PHOTO SNAPSHOT” of a company’s

ASSETS, DEBT, and EQUITY
on a certain date
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EXAMPLE 

DEBT

EQUITY

(CURRENT ASSETS)

FIXED ASSETS

CASH 10

RECEIVABLES 50

INVENTORY 50

EQUIPMENT & 
MACHINERY

140

VEHICLE 250

SOURCE

TOTAL 500

USAGE

BANK LOAN 200

SHARE 
CAPITAL

300

TOTAL 500
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• Cash
• Accounts receivable (sales that have not been collected)
• Raw material
• Work in progress
• Finished goods inventory

CURRENT ASSETS

• Equipment and Machinery
• Operational Vehicles
• Buildings and Factories

FIXED ASSETS

2 GROUP OF COMPANY ASSETS
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• Accounts Payable (Supplier)
• Tax Payable
• Short-term Bank Loans 
• Accrued expenses

SHORT-TERM LIABILITIES

• Long-term bank loans
• Bond
• Other long-term loans

LONG-TERM LIABILITIES

2 GROUP OF COMPANY LIABILITIES
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Is the company owners’ right as indicated in:
 Paid-in Capital
 Retained earnings

EQUITY
(CAPITAL)
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BALANCE SHEETS (STATEMENT OF FINANCIAL POSITION)
ASET LANCAR
• Kas dan setara kas
• Piutang dagang
• Persediaan

HUTANG LANCAR
• Hutang dagang
• Hutang jangka pendek
HUTANG JANGKA PANJANG

MODAL SAHAM
• Modal disetor
• Laba ditahan

ASET TIDAK LANCAR
• Aset Tetap
• Aset Tidak Berwujud
• Aset Lain-lain

CURRENT ASSETS
• Cash and cash equivalents
• Account Receivables
• Inventories

CURRENT LIABILITIES
• Account Payables
• Short-term Loans
LONG-TERM LIABILITIES

EQUITY
• Paid-in Capital
• Retained Earnings

NON-CURRENT ASSETS
• Fixed Assets
• Intangible Assets
• Other Assets
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Current Assets
Cash                                     40,4
Accounts receivable             68,2
Inventory                              86,6
Other                                    21,4
Total current assets            216,6
Fixed Assets
Building                              185,0
Machinery                            66,0
Intangible assets                 49,0
                                           300,0
TOTAL OF ASSETS          516,6

Current Liabilities
Accounts payable                56,1
Short-term loans                  42,4
Other                                    66,2
Total current liabilities         164,7

Long-term debt                 143,0

Paid-in Capital                      22,8
Retained earnings              186,1
Total Equity                         208,9
TOTAL DEBT & EQUITY   516,6

Example : 
Balance Sheet 31 December 2024

(in millions of Rupiah)
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INCOME STATEMENT
Reports on

Revenue, Expenses, Loss/Profit
acquired by an enterprise
during a certain period

Purpose :

Measuring profit or loss 
from the normal operation of the company 
during a certain period
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INCOME STATEMENT

BALANCE 

31 DEC 20X1

BALANCE 

31 DEC 20X2

INCOME STATEMENT YEAR 
20X2
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INCOME STATEMENT

MAIN PARTS OF THE INCOME STATEMENT4
1. Revenue from business operation
2. Operating expenses

• Selling expenses and
• General / administrative expenses

3. Other Income or Expense
4. Extraordinary Gain/Loss
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COMPONENTS OF THE INCOME STATEMENT
Penjualan

     - Biaya Pokok Penjualan
 = LABA KOTOR

     - Biaya Penjualan
     - Biaya Administrasi dan Umum
 = LABA OPERASI (LABA USAHA)

- Pendapatan dan Beban Lain- lain
 = LABA SEBELUM POS LUAR 

BIASA

     - Pos Luar Biasa
 = LABA SEBELUM BUNGA DAN

PAJAK PENGHASILAN   
  

Sales Revenue
     - Cost Of Goods Sold
 =  GROSS PROFIT

     - Selling Expense
     - General Admin Expense
 =  OPERATING PROFIT

     - Other Income or Expense
 =  PROFIT BEFORE   

EXTRAORDINARY GAIN/LOSS

     - Extraordinary Gain/Loss
 =  EARNING BEFORE INTEREST 

AND TAX (EBIT)
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COMPONENTS OF THE INCOME STATEMENT
 LABA SEBELUM BUNGA DAN 
PAJAK

- Biaya Bunga
=  LABA SEBELUM PAJAK

- Pajak Penghasilan
=  LABA SETELAH PAJAK  
 (LABA BERSIH)

EARNING BEFORE 
INTEREST AND TAX (EBIT)

- Interest Expense
=  EARNING BEFORE TAX 
(EBT)

- Corporate Tax
=  EARNING AFTER TAX  
(EAT)
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SALES 8,500

COST OF GOODS SOLD 4,500

GROSS PROFIT 4,000

OPERATING COSTS 3,800

OPERATING PROFIT 200

OTHER EXPENSES 125

EARNINGS BEFORE INTEREST AND 
TAXES

75

INTEREST 15

EARNING BEFORE TAX 60

TAX 25

EARNING AFTER TAX (NET PROFIT) 35

EXAMPLE: INCOME STATEMENT
(in millions of Rupiah)

-

-

-

-

-
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Cash Flow
 Addition to cash
 Reduction to cash

“Profit is an OPINION
Cash is a FACT”
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Income Statement
Vs

Cash Flow Statement

Profit 
= 

Cash?
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EXAMPLE: CASH FLOW STATEMENT
(in millions of Rupiah)

Starting Cash Balance

Incoming cash
Cash sales 
Decrease in Account receivable
Working Capital Loan
Total Cash Receipts
Outgoing cash
Cash payments  
Repayment of accounts payable  
Payment of tax payables
Total cash expenses
Net Cash Flow
Ending Cash Balance

6,250
3,250

1,500
11,000

10,000
1,850

1,000
12,850

2,750

(1,850)
900
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Important information for stakeholders, 
especially for:

1. Company owner(s)
2. Shareholders
3. Banks / long-term lenders / bondholders
4. Banks / short-term lenders
5. Future investors

FINANCIAL STATEMENT ANALYSIS
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1. Liquidity Ratio
2. Activity Ratio
3. Profitability Ratio

Ratio Analysis
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1. Liquidity Ratio

Rasio Lancar
(Current Ratio) 

Current Asset

Current Liabilities
=  -----------------------

Ability to pay short-term liabilities that must immediately be 
met with current assets
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Rasio Cepat
(Quick Ratio =
Acid Ratio)

Current Asset - Inventory

Current Liabilities
----------------------------------------

Ability to pay immediate short-term liabilities that must be met with current 
assets, without inventory

1. Liquidity Ratio
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Rasio Perputaran Aktiva 
(Asset Turnover)

Sales 

Total Assets
= --------------------

The ability of assets to generate sales in one sales period

2. Activity Ratio
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Rasio Rata-rata Umur Piutang
(Days Sales Outstanding)

Receivables 

Sales per day
=   ------------------------------

Rasio Perputaran Piutang
(Acc Receivable Turnover)

Sales

Receivables 
=  ---------------------

The number of fund cycle of account receivable within one sales period. Measure 
how effective a business is at collecting debt and extending credit

Measures the average number of days it takes for a company to collect cash from 
credit sales (account receivables)

2. Activity Ratio

Number of funds through receivables in a single sales period
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Rasio Laba Kotor
(Gross Profit Margin)

Sales – Cost of Goods Sold

Sales
= ----------------------------------------------

Sales ability to generate gross profit

3. Profitability Ratio
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Rate of return On Asset 
(ROA)

Profit After Tax

Total Asset
=    ---------------------------------

The ability of total Asset to generate net income

3. Profitability Ratio
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Rate of return On Equity 
(ROE)

Profit After Tax

Total Equity
=    ---------------------------------

The ability of total equity to generate net income

3. Profitability Ratio
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Rate of return On 
Investment (ROI)

Profit After Tax

Total Investment
=    ---------------------------------

The ability of total investments to generate net income

3. Profitability Ratio
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THANK YOU
+62 851-7546-9337

training@mditack.co.id

www.mditack.co.id
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Block 2

Modul 14

Capital Expenditure 
(Capex) Analysis 
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Comparison of current cash flow 
value of expenses 
With future benefits

OR

Comparison
 Current Value 

With Future values

TIME VALUE OF MONEY
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t = 0

Rp 10 million

10 % 10 %
t = 2t = 1

Rp ?

FUTURE VALUE PROCESS
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FUTURE VALUE

P   =  principal, or initial amount in the year
r   =  interest of rate
n   =  period

FV r,n =  P x (1 + r)n

FV 10%,2 =  10 million x (1 + 10%)2
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   FV r,n
PV   =   ----------
  (1 + r)n

Rp ?

t = 2

Rp 15 million

10 % 10 %
t = 0 t = 1

PRESENT VALUE PROCESS
(DISCOUNT PROCESS)
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Rp ?

t = 2

Rp 15 million

10 % 10 %
t = 0 t = 1

Use PVIF table 10%,2 X 15 million

PRESENT VALUE PROCESS
(DISCOUNT PROCESS)
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EXERCISE : PRESENT VALUE TABLE
Future Value Period Interest Rate per 

period (%)
PV Factor Present Value

Rp 15 million 2 year 10%

Rp 10 million 12 month 2%

Rp 300 million 3 year 15%
Rp 300 million 3 year 12%
Rp 300 million 3 year 10%
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A series of payments (cash out) or receipts 
(cash in) over a certain period of time, in 

the same monetary value

ANNUITY
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Rp 0,751

Rp 0,909

Rp 0,827

Rp 2,487 Use PVA table 10%,3 X 1 million

Year 1

Rp 1 
million

Year 2
Rp 1
million

Year 3
Rp 1

million

10 % 10 % 10 %

Present 
Value

(in millions)

PRESENT VALUE ANNUITY

1
0
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Capital Expenditure (Capital Investment)
 Expenses incurred by the company with the hope of 

provide benefits or results (benefits) for a period of 
more than 1 year

Capital Budgeting
 Overall planning process and decision making about 

disbursement of funds with a repayment period of more 
than 1 year

INVESTMENT DECISION ANALYSIS
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INVESTMENT
DECISION
ANALYSIS

Why is it necessary?
• To find out whether

investment today get 
satisfactory result from future 
acceptance
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INVESTMENT CLASSIFICATION
Replacement

• Replacement for business continuity
• Replacement for cost reduction

Expansion
• Extension of existing products
• Market expansion or new products

Etc
• Office building
• Other facilities

1
3
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Stage 1:
 Determining the initial investment value of the investment to 

be made, for example, the purchase price of the machine, or 
the initial expenditure for a project

Key factors to consider:
• Acquisition cost
• Installation, delivery and insurance costs
• Income or sales value (if any) from the old assets
• Tax (if any) from the sale of old assets

INVESTMENT ASSESSMENT PROCESS
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Stage 2:
INVESTMENT ASSESSMENT PROCESS

1
5

 Determine capital or source of funds that will be used.
 In this case there are 3 alternative choices, namely:

• All own capital
• Capital from other parties (bank or 

financial institution) in its entirety
• Some of the capital of the self and some 

of the other parties
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Stage 3:

INVESTMENT ASSESSMENT PROCESS

 Estimating cash flow pattern of the proposed investment
 Consider all the cash flow impacts, cash in and cash out, 

that will occur because of making an investment
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Stage 4:
INVESTMENT ASSESSMENT PROCESS

 Do calculation of cash inflow and cash out  
which is estimated at stage 3

Initial 
Investment

Cash in &
cash out

Cash in &
cash out

Cash in &
cash out

Cash in &
cash out

Time t = 0 t = 1 t = 2 t = 3 t = n

So that the net cash flow (the difference between cash inflow and 
outflow) for each period analyzed (Net Cash Flow) is obtained.
The range of period considered, is usually associated with the age 
of the investment being analyzed
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Stage 5:
INVESTMENT ASSESSMENT PROCESS

Conduct an investment feasibility assessment, 
using appropriate methods
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I. Recovery Period
 (Payback Period)

II. Present Value
 (Net Present 

Value/NPV)

III. Internal Profit Rate
       (Internal Rate of 

Return / IRR)

IV. Average Return on 
Investment (ARR)

B
A
S
E

O
N

Cash
Flow

ASSESSMENT METHODS INVESTMENT
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A period required to be able to recoup 
investment expenditure by using 

"PROCEEDS" or Net Cash Flow

I. PAYBACK PERIOD
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Example :
Initial Investment = Rp 100 million
Net cashflow  = Rp 40 million/year

100 million
40 million

( 1 year  +  1 year  +  ½ year )

Payback period  =  2,5 years 

PAYBACK PERIOD
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Payback 
Period of the 

proposed 
investment

(A)

Maximum 
acceptable 

Payback Period
(B)

Compared to
with

(A)

(A)

Shorter than

Longer than

(B)

(B)

Suggestion
Investment
accepted

Suggestion
Investment
rejected

PAYBACK PERIOD
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PAYBACK PERIOD METHOD

ADVANTAGES
 Easy to count, because it's 

simple
 Can be used for investment that 

quickly returns results in cash
 Because gives an idea of ​​the 

speed of principal return, So 
provide time risk indicators to 
management

 This method fast, because it is 
better than methods based on 
feelings.

 Ignoring the time factor
 Ignoring income earned 

over a period that has 
already returned the 
investment

 Ignoring the risk value 
project if any

WEAKNESSES
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Calculating the difference between
present value of investment with
present value of revenue net cash

Cash in used in this method are:
A cash flow discounted

a basic bag cost of capital (cost of capital)
or “rate of return” which are desired

II. NET PRESENT VALUE
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Example :
Initial Investment = Rp. 100 million
Net cash flow   = Rp 40 million / year
Investment age  = 5 years
Bank credit interest rates are around 24% (Discount rate = 24%)

Cash flow form: Annuity >> same amount / year
Use the Annuity Present Value table (table B),
with a discount factor of 24%

PVA from Cash Flow 40 million for 5 years is:
2,745 X 40 million = 109.80 million

NPV = - 100 million + 109.80 million = 9.80 million

NET PRESENT VALUE
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> 
(greater)

Present value of 
future net cash 

flow receipts
Investment 

Value

suggestion 
investment 

accepted

< 
(less)

Present value of 
future net cash 

flow receipts
Investment 

Value

suggestion 
investment 

rejected

NET PRESENT VALUE
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NET PRESENT VALUE METHOD

ADVANTAGES

 Considering time factor
 Considering income factor 

earned during the project is 
used

 Use the principle of overall 
investment value addition

 Some people find it 
difficult/complicated to use

 Management must first determine 
the level of capital costs.

 To compare project A with project 
B which have different values, 
you must use the net present 
value index.

WEAKNESSES
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Count interest rate Which equate the present value of 
investments with present value of future net cash flow receipts

*Basically, Internal Rate of Return
must be searched by trial and error

III. IRR METHOD
(INTERNAL RATE OF RETURN)

2
8



14 - 29

IRR METHOD

2
9

Example :
From the previous NPV case discussion:
PVA from Cash Flow 40 million for 5 years is:
2,745 X 40 million = 109.80 million
NPV at a discount rate of 24% = - 100 million + 109.80 million = 9.80 million

Let's try with a discount rate of 30%:
PVA from Cash Flow 40 million for 5 years is:
2.436 X 40 million = 97.44 million
NPV at a discount rate of 30% = -100 million + 97.44 million = -2.56 million

Use the interpolation method to find the discount rate when NPV = 0.

9.80 / (9.80+2.56) X (30%-24%) = 4.76 %
IRR = 24 % + 4.76 % = 28.76 %

-2.56 million 9.8 million

k = 24%k = 30%

0

k = ? %
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• If IRR > (greater than) the Relevant 
Interest Rate (discount rate)    
•  suggestion investment accepted

• If IRR < (less than) the Relevant Interest 
Rate (discount rate)    

•  suggestion investment rejected

IRR METHOD

3
0
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IRR METHOD

ADVANTAGES

 Considering time factor
 Considering in come factor earned 

during the project is used
 Percentage figures that may be 

obtained  easier to understand 
rather than current value or by index

 With percentage figure, making it 
easier to organize ranking for some 
projects

 Some say hard to use

 This method is assume that 
"results” obtained, 
reinvested at the 
percentage rate earned

WEAKNESSES
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 Measure the average level of profit earned from an 
investment

 The figure used is profit after tax: (divided by) the average 
value of the investment

 The percentage of the result of the comparison: (divided by) 
the implied profit rate

Average Return of Investment 
(Accounting Rate of Return)
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EAT
  --------------------------     x  100%
     Initial Investment    

EAT   =  Earning After Tax

Initial Investment + Residual Value
-----------------------------------------

2

 In addition to Initial Investment, average 
investment can also be used, namely:

ARR CALCULATION FORMULA
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Example  :
Initial Investment =    Rp 100 million
Calculation of profit before tax :
Sales  =    Rp 150 million / year
Cost   =    Rp 105 million / year
Depreciation   =    1/5 X 100 million =    Rp   20 million / year
Profit before tax   =    Rp 25 million / year
Tax  = 20 % X 25 million  =    Rp  5 million / year
Profit after tax   =    Rp 20 million / year

Average investement over 5 years:
100 million  +  80 million  +  60 million  +  40 million  + 20 million =  100 million +  20 million

5  2
          =  60 million

ARR  =  20 / 60  =  33.33 %

Accounting Rate of Return
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Accounting Rate of Return > (greater than) 
Minimum Accounting Rate of Return                        

 suggestion investment accepted

Accounting Rate of Return < (less than)                 
Minimum Accounting Rate of Return                                   

 suggestion investment rejected

Average Return on Investment 
Accounting Rate of Return
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ARR METHOD

ADVANTAGES

 The data is easy to obtain, 
because it is taken from 
accounting records

 Considering the revenue 
factor earned during the 
project

 Ignoring the time factor
 Focusing on accounting issues, and paying less 

attention to cash flow data from the investment 
concerned

 It is a short-term approach using misleading 
average numbers

 Ignoring the length of the investment term
 Cannot be used if any other investments are 

made after the project has been evaluated

WEAKNESSES
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THANK YOU
+62 851-7546-9337

training@mditack.co.id

www.mditack.co.id
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