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[bookmark: _Toc16355185]1. Introduction
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Audi AG develops, manufactures, sells and distributes luxury cars and is an automotive company in German. Audi is a subsidiary company of the Volkswagen Group based in Ingolstadt, Bavaria, Germany. Its branded vehicles are produced worldwide in nine manufacturing centres.

Audi AG is involved in developing, manufacturing and selling vehicles. It works across the sections of Automotive and Motorcycles. The Automotive section includes the creation, manufacture, installation and delivery of Lamborghini and Audi brands ' cars and delivery of other Volkswagen Group brands ' cars such as the associated spare or equipment components company. The company was founded on 16 July 1909 by August Horch and is based in Ingolstadt, Germany (Audi, 2019).

[bookmark: _Toc16355186]1.1 Operating Business Overview
There is a radical upheaval in the automotive industry. As Audi move into a new age of innovation, the Audi team is also in the phase of redefining itself for the future and serving an important part in influencing the transition.

The Audi group pursues definite objectives - it seeks not only to ensure its own long-term competitiveness but also to satisfy the requirements of its stakeholders by undertaking its company in a value-oriented way and remaining ready for the future. The group-wide threat leadership and regulatory leadership schemes act as leading values for our company activities in relation to legislation, inner regulations and ethical norms. The staff always participate fully in the growth of the company (Audi, 2019).

[bookmark: _Toc16355187]1.2 Today's Business Environment
In the first three months of 2019, the worldwide environment rose robustly - although speed fell. Average growth in gross domestic product (GDP) development was smaller in both developed and emerging economies than in the prior-year era. Increasing international trade conflicts have resulted in a significant increase in business uncertainty (Audi, 2019a).

GDP began to increase slightly in Western Europe between January and March 2019, but year-on-year development momentum decreased (International Monetary Fund, 2019). Increased global pressure and weakness of global supply included factors influencing this growth. In the publication era, the region of Central and Eastern Europe as a whole recorded strong economic growth. Compared to the previous half, growth in the U.S. industry was robust as a consequence of strong customer request growth. Although from a small foundation, Brazilian GDP also improved further. The People's Republic of China once again recorded very elevated GDP development on a global basis, partially owing to actions made by the Chinese government and the central bank to promote the economy.

Global supply for cars decreased from January to March 2019 by -5.6% to 19.9% (21.1million vehicles). While Western Europe, North America, Asia-Pacific and the South America region saw a decrease the fresh registrations, vehicle revenues have risen significantly in Eastern and Central Europe (Audi, 2019a).

[bookmark: _Toc16355188]1.3 Company Structure
Audi AG Corporate management relies on their leadership and skills to advance the goals from their clients, their shareholders over 90,000 staff worldwide (Audi, 2018). Audi's executives create the foundation as accountable leadership of the company.

The Management Board handles AUDI AG's business and the Articles of Incorporation and Bylaws of AUDI AG and the Supervisory Board's Rules of Procedure by rule. Corporate governance also provides owing regard to shareholder objectives within the Volkswagen Group and shared interests.

Supervisory Board is made up of ten employee representatives and ten shareholder representatives as authorized by law. The annual general meeting elects the shareholder officials. Employee officials are chosen by German operations staff of the Audi AG. For five years, representatives of the supervisory board are usually appointed.

[bookmark: _Toc16355189]1.4 Research comparison company information
This study is used for contrast by Daimler AG and BMW AG as they have the same company character with Audi AG and market share is very comparable.

[bookmark: _Toc16355190]1.4.1 BMW AG
Bayerische Motoren Werke Aktiengesellschaft (BMW) produces and markets global luxury automobiles and motorcycles. From convertible sport vehicles to luxury sedans to travelling motorcycles with big displacement motors, the company generates everything. BMW provides clients with services worldwide (BMW Group, 2018).

[bookmark: _Toc16355191]1.4.2 Daimler AG
Daimler AG is developing, manufacturing, distributing and selling a broad variety of automotive products such as passenger vehicles, trucks, vans and trains. The Company also offers its automotive companies with economic and other facilities (Daimler, 2018).

The high-level comparison between Audi AG, Daimler AG and BMW AG is shown below.
[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\23575185.tmp]
Audi AG has the largest P/E ratio and one year return according to the chart. Generally speaking, an elevated P/E percentage implies shareholders anticipate that in the close future the business will have greater development.

[bookmark: _Toc16355192]2. Audi’s financial analysis
The part is the financial analysis to assess the efficiency and suitability of companies, initiatives, expenditures and other economic institutions. The ratios and analysis are made use of information taken from cash flow statement, balance sheet and income statement which publish by Audi, BMW and Daimler. Below table is showing which financial statements had used in this analysis.
[image: C:\Users\KEIYKY~1\AppData\Local\Temp\enhtmlclip\Image(49).png]

The objectives are based on assessing the company's economic aspects to assess company efficiency in terms of profitability, solvency, liquidity and stability.

[bookmark: _Toc16355193]2.1 Altman Z-Score analysis
This rating is the result of the credit-strength study for help to gage a publicly listed manufacturing company's probability of bankruptcy. It's focused on 5 main economic proportions discovered and calculated from the quarterly study of a company. Z-scores show to statistics and analysts whether a rating is typical of a collection of information or is typical of a collection of information. (Altman, 1968)

[image: C:\Users\KEIYKY~1\AppData\Local\Temp\Image.png]

The formula for calculating the Z-score is below:
[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\1612035A.tmp]

[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\1E993A19.tmp]
Typically, a rating below 1.8 shows a business is probable to head for or be below the bankruptcy weight. In contrast, firms that rank more than 3 are less probable to face bankruptcy. The Audi AG Z-score type had 4.58 above the industry average of 4.08. Furthermore, BMW and Daimler's tendency is declining and Audi is more stable.

[bookmark: _Toc16355194]2.2 Financial structure
Financial structure relates to the debt-to-equity combination used by a business to finance its operations. Below is the calculated financial ratio analytical basis.

[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\8AE68D44.tmp]
Fixed Asset to Long term Liability Ratio
This ratio is used to evaluate the solvency of a company. Fixed assets often secure long-term debts of a company that is why investors are keen on this proportion. Audi's recent ratio is 1.10, comparable to BMW 1.07 and large than Daimler 0.75. It indicates that Audi AG better handles its interest expenses.

Current Liabilities to Net Asset Ratio
This ratio shows the debt on equity is being paid. This is one of the solvency measures of the company and should not reach 60%. Higher percentages indicate considerable stress for future cash flows. The ratio for Audi is 20% which is lower than the average of 49%. It shows that Audi AG has stronger cash flow performance.

Current Liabilities to Stock Ratio
This ratio is intended to indicate a dependence on the accessible debt account inventory and is one of a company's solvency measures.  The latest Audi AG's ratio is 1.66 which is lower than BMW 3.88 and Daimler 2.53. It indicates Audi AG has a stronger inventory management utilization.

Based on this data, Audi's financial structure with its rivals is above par.

[bookmark: _Toc16355195]2.3 Paying debt ability
The capacity to paying the debt is the key section in this financial analysis. Below table is for analysis the ability to pay off debt.
[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\B56AA34B.tmp]
Current Ratio
This is a liquidity ratio that estimates a company's capacity to cover within one year of short-term commitments or obligations. It informs individuals how a business can improve its current assets on its balance sheet to fulfil its other payables and current debt (Johnson, 1970). The latest ratio of Audi AG is 356% which is higher than the rest of the company. It indicates Audi AG have a better assets performance but executives may not make efficient use of their assets. 

Quick Ratio
This ratio is indicate the short-term liquidity position of a company and estimates the capacity of a company with its most liquid assets to fulfil its short-term obligations. The latest ratio of Audi AG is 296% which is greater than the industry median 226%. It indicates Audi AG have a better company's liquidity and financial health.

Stock Credit Index
This index is talking about the inventory performance of the company, Audi AG has the best index (-3.25) which is better than the industry average. Audi had in an appropriate position in terms of stock credit index.

Cash Ratio
This ratio is a measure of the liquidity of a company, in particular, the ratio of the cash equivalents and total cash of a company to their current liabilities. It calculates the capacity of a company with near-cash or cash assets to repay its short-term debt (Largay and Stickney, 1980). The latest ratio of Audi AG is 4% which is lower than the industry median 15%. It indicates that the cash on hand for pay off short-term debt is insufficient and Audi AG need to improve in this area.

Total Debt Ratio
This ratio can be described as the debt-financed proportion of a company's wealth. A ratio below 1 reflects the reality that a larger part of the assets of a company is financed through equity. More than 1 indicates that a significant part of the debt is financed by equity. The latest ratio of Audi AG is 20% which is lower than the industry median 35%, it indicates Audi AG has enough assets than the debt which is a good signal.

Debt / Equity Ratio
This is a metric of how much debt versus wholly-owned funds business is financing its activities. The latest ratio of Audi AG is 0.12 which is lower than the industry average 0.28. It shows Audi AG with lower risk to shareholders compares with Audi's competitor.

Long Term Debt Ratio
This ratio is indices that evaluate a company's amount of control and contrast it with other businesses to examine that specific company's total threat knowledge. The latest ratio of Audi AG is 0.11 which is lower than the industry average 0.18. It indicates that Audi AG has a powerful firm's finances and that the debt would reduce the company's threat.

Total Debt / Fixed Asset Ratio
It is a metric that represents the proportion of long-term debt-funded assets of a corporation that includes debts or other debt obligations that last more than a year. The ratio of Audi AG is 0.47 which is lower than the industry average 0.83. A ratio of less than 0.5 is generally regarded as great, it indicates Audi have a "healthy" signal.

Time Interest cover ratio
This measure is a ratio of the capacity of a company to pay interest. That interest coverage ratio is a measure of how many times a company with its EBIT could pay interest on its debt. The latest ratio of Audi AG is 2.7 which is between the BMW 3.54 and Daimler 2.45, moreover, the trend of 3 company are going down obviously. If the interest coverage ratio of a company is only 1.5 or smaller, it may be dubious about its capacity to satisfy investment costs. These 3 Company also need to prevent the trend keep going down.

Base on these information, the ratio from Audi is above average with the competitors in terms of the Paying debt ability.

[bookmark: _Toc16355196]2.4 Sales Performance
In this part, the following visual are showing the sales performance which is the measurement of sales activity and indicates how much money received per year. 
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It indicates the total revenue form year 2016 to 2018 of Audi AG is 151.91K which is apparently lower than BMW AG 232.92K and Daimler AG 332.35K and the trend of net profit growth rate is going down. Therefore, Audi AG needs to improve its sales strategy to improve the revenue generation. 

Base on these information, the ratio from Audi is below average with the competitors in terms of the sales performance.

[bookmark: _Toc16355197]2.5 Operating expenses
It is a cost incurred by a company through its ordinary activities. One of the typical duties that management has to face is to determine how to decrease operating expenses without influencing the capacity of a firm to compete with its rivals considerably.

[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\145F99FF.tmp]
Depreciation and amortization
It is a non-cash expense, but as a clause, it requires to be established as assets have specific lives and need to be substituted in the owing course if the company does not want to loose its productivity of labour (Mears, 1966). The latest ratio of Audi AG is 45% which is apparently high than industry average 34%. It indicates Audi AG need to reduce the ratio such as change the depreciation method.

Other expense
This is the expenses that do not relate to a company's main business. The other expenses of Audi AG are 4% which is apparently higher than the industry average 2%. Audi needs to decrease the expenses such as track the spending.

Administrative expense
It is the expenses incurred by an organisation that is not solely linked to a particular task. The ratio of Audi is 2% which is lower than the industry average 8% and Audi need to keep this good ratio continuously.
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Average Collection Period
This is the amount of period it requires a company to obtain payments due to its customers in terms of receivable records. The ratio of Audi is 10.52 which is adobe the industry median 7.42. Audi needs to enhance it as the organisation receives payments quicker indicates a low average collection period.

Day's Sales in inventory (DSI)
The DSI is a financial ratio that shows the median period a business requires in days to transform its inventory into revenues, including products that are an ongoing job. The ratio of Audi is 30.38 which is higher than BMW AG 27.51 and lower than Daimler AG 37.21. A smaller DSI is generally favored because it shows a smaller length to clear the inventory and Audi need to improve on it since the trend of the ratio is going up.

Payment Period (days)
It is a solvency ratio that estimates the average number of days a company requires to charge its suppliers for credit-based transactions.  It's the average length of time a company needs to pay off accounts payable credit. The latest payment period of Audi is 19.66 which is under than the industry average 27.73. Although cash should also raise as the payment period rises, working capital stays the same. Audi can maintain its larger vendors to impress with this low ratio and potentially benefit from trade discounts.

Base on these information, the ratio from Audi is below average from the competitors in terms of the operating expenses.

[bookmark: _Toc16355198]2.6 Profitability    
Profitability is the measure always had to determine the extent of the profit of a company relative to the volume of the company.
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Net Profit and Net Profit growth
It reflects the amount of remaining retail dollars after all tax, operating expenses, preferred stock dividends and interest and the Net Profit growth is represent the net profit growth rate. The latest net profit and net profit growth of Audi are 1096 and -54.45% which is apparently lower than the industry average 4200.17 and -7.26. It indicates Audi need to spend extra effort on how to draw more profit.

Gross Profit margin
It is a ratio used to evaluate the business model and financial safety of a company by showing the amount of cash remaining over from sales after the cost of goods sold is deducted. The ratio of Audi is 8.6% which is lower than the competitor average 14.39%. It indicates Audi need to improve the cost of materials/Labor and pricing strategy.



Net Profit margin
It is the ratio of a business or company segment's total profit to revenue. The latest ratio of Audi AG is 2.18% which is lower than the competitor average 4.4%. It shows that Audi needs to enhance on it as it is one of the most significant indices of the financial health of a company and can evaluate whether current procedures are revenue-based gains that work and forecast (Freeman, 1983).

[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\E3D393CC.tmp]
Total Assets Turnover 
The ratio is an effectiveness ratio that estimates the capacity of a company to produce revenues from its assets by comparison net revenues with total assets on average. It demonstrates how effectively revenues can be generated by a business using its assets (Edmister, 1972). The latest ratio of Audi is 299.33% which is lower than BMW AG 461.18% but higher than Daimler AG 204.19%. It indicates Audi is generating 2.9 dollars of revenues per every dollar spent in assets which are not bad compared with Daimler but need to improve for comparing with BMW.

Leverage Ratio
The ratio is one of several financial measures that examine how much money falls in the type of debt (loans) or evaluates a company's capacity to fulfill its financial obligations. Too much debt for a business can be hazardous (Chen and Shimerda, 1981). 3 companies also had a similar rate of the leverage ratio. Nevertheless, if the operations of a company can produce a higher level of return on its debts than the interest rate, then the debt will help boost earnings growth. Therefore, Audi needs to improve the total assets turnover to draw more profits.

Return on Equity (after tax) (%)
ROE is a ratio that gives investors understanding into how effectively a company handles the money that shareholders have contributed to it and estimates a company's profitability in comparison to the equity of the shareholders (Damodaran, 2007). Audi has the worst ratio of 8% which is lower than the industry average 14.82%. High ROE means that the management of a company generates growth and revenue more efficient from its equity financing and Audi needs to improve its net income to increase the ROE.

Base on these information, the ratio from Audi is below average from the competitors in terms of the profitability.

[bookmark: _Toc16355199]2.7 Growth ability
The growth ability is used to measure the company health to avoid financial distress and prevent being over-leveraged.
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Retained yield
It is the net income yield remaining over to the company after paying its shareholder dividends. The ratio of Audi is 1.29 which is the worst compared with the industry average 3.19. It is a big concern for the investor who is looking to invest in Audi.

Self-sustainable Growth Ratio (%) (SSGR)
It is the growth rate that a business can attain from its earnings without depending on extra causes such as dilution of equity or debt. A strong self-sustainable growth rate business can proceed to demonstrate high growth rates without affecting its capital structure. The latest SSGR of Audi is 10.34% which is apparently lower than the competitor average 68.68%. Same as the Retained yield, It is also a big concern for the investor who is looking for invest in Audi.
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ROA (Return on Assets)
It is a measure of how lucrative a business is in relation to its total assets. The latest ratio of Audi is 2.79% which is the lowest ROA compare with industry average 5.52%. It also indicates that Audi does not use its assets efficiently to generate revenue.

ROE (Return on Equity)
It is a metric of how efficiently management uses the assets of a company to generate profits. Audi have a lowest ROE 8.00% compare industry average 14.82%. It is indicate Audi is not effectively using their assets to create profits.

Base on these information, the ratio from Audi is below average from the competitors in terms of the growth ability.







[bookmark: _Toc16355200]2.8 Stock Market Prospects Analysis
Below is the information base on their stock market performance.
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Earning Per Share 
It is calculated as the profit of a company divided by its common stock outstanding shares and acts as an indication of the profitability of a company. Audi have the highest earning per Share 25.49 which is unanimously above the industry average 14.64. It indicate Audi have a very good stock market prospects to attract investor.

Price-Earning Ratio
It is the ratio for valuing a company that measures its current share price relative to its per-share earnings (EPS). A high P/E percentage generally implies investors expect stronger growth in the future. Audi have the highest P/E 30.68 which is unanimously better than the industry average 18.32. It also indicate Audi have a very good stock market prospects to attract investor.

Dividend yield (%) (Payout ratio)
The dividend yield is an assessment of a stock investment's dividend-only return. Even the dividend yield of Audi is 1.46% which is apparently lower than the industry average 50.59%, but this is not important, if the dividend is not increased or reduced, the yield will increase when the stock price drops and fall when the stock price rises. Because of the dividend amount shifts with the price of the stock, stocks that fall rapidly often look exceptionally high.

Base on these information, the ratio of Audi is above average from the competitors in terms of the Stock Market Prospects.

[bookmark: _Toc16355201]2.9 Conclusion
Audi had a great Z-Score performance, financial structure, Paying debt ability and Stock Market Prospects Analysis, conversely the Sales Performance, Operating expenses, Profitability, Growth ability is their main weakness.

[bookmark: _Toc16355202]3. Corporate Governance assessment
Corporate governance are the scheme of mechanisms, laws and procedures that directs and controls a company through. Corporate governance fundamentally includes managing the concerns of the many stakeholders of a company, such as shareholders, managers of top leadership, clients, vendors, government, financiers and society. In this section, the Audi Corporate Governance Strategy will be introduced based on studying Audi's report (Audi, 2018b).
[bookmark: _Toc16355203]3.1 Integrity and compliance 
Audi's commercial operation is based on integrity and compliance with legislation and regulations and has the highest precedence in the Audi AG. Audi shapes the foundation with a strong reputation, with the confidence of clients and company associates, with employee well-being as well as for viable economic achievement, which should not be reduced by the threat of elevated financial harm arising from penalties, reduction of gain, compulsory penalty checks or criminal lawsuits.

Audi Group differentiation between integrity and enforcement
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Audi has identified six focus areas shared within the Volkswagen Group though. Their corporate culture is of major significance to Audi. Culture means the total sum of all the values that they work together according to. How individuals, groups and divisions treat each other and collaborate within the business is obvious. Audi thinks that every business requires not just ideals, but mutual social values as well. Audi's four corporate values provide the basis: openness, appreciation, responsibility and integrity. Their program of integrity is intended to further strengthen Audi's corporate culture. It puts the focus on an integrity topic discussion. Audi intends to encourage the company's open exchange of thoughts, propagate a trust-based commercial environment and strongly embed Audi's personal, value-based behavior.

[bookmark: _Toc16355204]3.2 Risk Management
Audi Group is subjected to a vibrant setting as a business with worldwide activities. In addition, the automotive industry is experiencing an extensive change cycle that brings with it altering client needs, price systems and business models. This scenario continuously presents them with possibilities and threats that are varied and new.

The “Three Lines of Defense” model
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The individual risk owners of the participation and divisions of the AUDI AG are responsible for the report on the operational management of risks. They constitute the defense of the first line.

Central GRC organisation brings over the basic features of the RMS/ICS and the CMS in the second row of defense. Core actions include monitoring system efficiency and submitting to the Supervisory Board and the Management Board's Audit Committee an aggregate study the risk scenario. This guarantees compliance with the statutory demands for premature risk detection and RMS/ICS efficiency.
 
Internal Audit explore an impartial unit investigates the regularity, financial performance and security of the functional operations and RMS/ICS structural in the third row of defense.

In addition, each row of defense submits reports at least ad hoc to the Supervisory Board of AUDI AG and the full Board of Management independently.

[bookmark: _Toc16355205]3.3 Communication and Transparency
Open dialogue and transparency are essential components of Auto industry financial and capital market communications. Audi offers well-founded information and background reports on their operational and strategic corporate development as well as access to their financial publications on the Audi website. In the financial calendar, Audi announces significant release schedules as well as the date of the Annual General Meeting of Audi AG. These can be accessed at any time on Audi homepage. Besides, Audi provided institutional investors, analysts, shareholders and other stakeholders with timely information about the current economic development and planned future direction of their company.

[bookmark: _Toc16355206]3.4 Credit rating
The credit rating is a financial measure for debt securities prospective investors. Moody's assign these to reflect the company's quality by credit rating agencies.
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Audi AG's long-term rating (a member of the Volkswagen group) is A3 and short-term ranking is P-2 which is lower than Daimler AG and BMW AG. Even the rating is lower than the competitor, indicating that the firm also has a powerful ability to fulfill its financial obligations and that the business is very stable.

Base on these information, Audi have a very good status in terms of the corporate governance.

[bookmark: _Toc16355207]4. Investment project assessment
Audi AG has a huge amount of spending on the research and development activities on every year such as electrification, sustainability and efficiency, automated driving, artificial intelligence and driver assistance systems. One of the most important projects is "Expansion of model Audi R8 Coupe". In this section, it will base on the project information to create an investment appraisal.







[bookmark: _Toc16355208]4.1 Project Items information
Below is the initial investment information for the new project.
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Below is the Key Metric use for calculate the project value.
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[bookmark: _Toc16355209]4.2 Computing Tax Costs
[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\EBDBAC9B.tmp]

[bookmark: _Toc16355210]4.3 Cash Inflows & Outflows, NPV, ARR, IRR, ROI
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[bookmark: _Toc16355211]4.4 Cash flow and payback period 
[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\EB75EB38.tmp]

[bookmark: _Toc16355212]4.5 Conclusion 

· NPV - 60, in capital budgeting, NPV is used to compare projects based on their anticipated revenue over time, required investment and expected rates of return (Mugeraya, 2005). Hence, based on the outcome of NPV the project is acceptable.

· ARR - 25.99 %, ARR is determining the annual percentage rate of return of a project. A positive value means the project can create income.

· ROI - 29.96%, Return on investment (ROI) is a measure used to assess the performance and effectiveness of an investment or to examine the effectiveness of a number of different investments. ROI attempts to evaluate the number of returns on a specific investment directly compared to the cost of the investment. Since the ROI is a positive value and it is worthwhile to invest.

· IRR - 14.18%. The internal rate of return (IRR) is a measurement used in capital budgeting to predict potential investment profitability (Mugeraya, 2005). Hence, the project is appropriate depending on the results of the IRR.

· Payback period 3.32 year, the payback period relates to how long it lasts to recover an investment's cost. Base on the result, the project cost can be recovered after 3.32 years which more the project is attractive to investors.  

Taking all the above-mentioned factors and results into consideration, it is determined that the plan fulfills all the elements essential to accept any project.

[bookmark: _Toc16355213]5. Financing and Capital management
For the new Audi's investment, it needs 200 million which is around 2% of the total assets. In this section, it will analyze the various methods for Audi on how to manage the capital is the best methods.

[bookmark: _Toc16355214]5.1 Financing Methods for analyzing
Below is methods which can consider by Audi AG to get the funding to start the project. 
[image: ]
Cash payments
Audi AG has the worst cash and equivalents compare with the industry average even the trend is keep going up. Particularly, the cash cannot cover the interest. Also, Audi AG has the worst cash Ratio 4% compared with the industry average is 15%. It indicates the cash of Audi is less than the competitor. Moreover, the project cost is 200 million which 76% of Audi cash is. Audi should look for another method to get the funding.

Sell inventories
The latest inventories of Audi AG have 3819 which is apparently more than the cash, as most of the inventories are finished goods and products, Audi AG can consider selling their inventories to generate more cash. But since it still needs to negotiate with dealer or customer, hence, this methods is not feasible.

Issued share capital fund-raising
It is simply the monetary value of the stock issued to investors by a company. But need to consider Audi AG also need to pay the dividend to the investor which the dividend rate in 2016 is 6.86% which is very high.  Also, when a company uses shares to increase equity, its influence and ownership over the company is efficiently reduced.

Bank loan financing
Germany’s bank lending rate was reported at 2.120 % pa in May 2019 which is a very low rate to invest a project. Especially for Audi, they don't have too much cash, Audi should seeking for a 5-year bank loan for support the project cost as the ROI of the project has 29.96%. Also, Audi AG has enough profit after tax to cover the loan and interest. 

[bookmark: _Toc16355215]5.2 Financing method proposed
Base on the result, Audi should get a 5 years bank loan program for the 200 Million EUR with annual interest on 2.12%. Below is the Main financial data to evaluate Audi finance performance for return the loan.
[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\C95E8B2.tmp]
According to the table, It means Audi assets can cover the debt with lower risk to shareholder and Audi AG has more assets than the debt which mean Audi AG don't have a major impact for return the bank loan. Audi should go for the bank loan financing methods to getting the funding.

[bookmark: _Toc16355216]6. Audit Plan and Recommendation  
From above table and outcomes following audit plan and recommendation can be made. 

[bookmark: _Toc16355217]6.1 Audit plan 
The following audit plan is suggested to be implemented for the coming years in an attempt to improve internal control, evaluate and improve the efficiency of risk management, monitoring and governance procedures.

[image: C:\Users\Kei YK Yip\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\4E6B2651.tmp]
The purpose of these assessments is to identify how well risk is handled, including whether the correct processes are in place and whether accepted procedures are being followed.

[bookmark: _Toc16355218]6.2 Recommendation 

· Depreciation and amortization - the trend of the ratio from Audi keep growing and it is larger than the industry average. Audi should review the depreciation procedure such as the restate the Lifetime, Change the Depreciation Method or increase Salvage Value.

· Cash Ratio - The cash ratio is extremely low compared with competitor and it means Audi may have not enough cash to invest other project or to pay off short term debt, Even if the business has conditions that skew its balance sheets, such as efficiently managed inventories, very little credit given to its clients and longer than normal credit terms with its suppliers, it may not be poor news (Largay and Stickney, 1980). A reasonable cash ratio is easier to maximize the potential benefit such as pay the cost for a new project rather than loan the money from a bank.

· Revenue - The prospective and current investor may be bothered by the fact that the company was unable to grow at a pace anticipated by the company of such capacity and size also compared with the rival. The revenue has decreased marginally by -0.54 % that doesn't seem so amazing in the last 3 years. The company was also unable to grow at many paces in terms of profit. Audi can do some promotion such as marketing event, discount or better interest rate on the car loan.

· Gross Profit Margin - The first level of profitability, gross profit, informs investors how great a business is comparative to its rivals in producing a product or offering a service. Higher or more effective premium companies see greater profit margins. Audi can try to integrate new products, reduce direct costs of goods, increase prices or services to increase the GP margin.

· ROE - As the ROE from Audi is low and it is essential because it demonstrates how great the management of the company is in generating returns from the money that its shareholders have received. Audi can try to raise the price of the product, reduce labour costs and operating expense, or negotiate with suppliers to reduce the cost of goods sold (Damodaran, 2007).

· Other expense – Since the expense is high, Audi should identify how to decrease the other expenses for saving money and the cash ratio is low such as track expenses diligently, manage variable costs.

· Operational Governance - Board of Directors and the Supervisory Board must give close consideration to the documentation of the German Corporate Governance Code, which includes internationally and nationally recognized standards for responsible management (Deutscher Corporate Governance Kodex, 2019). Audi should follow the rules in different areas such as "cooperation between Supervisory Board and Management Board", "Conflicts of Interest", "Management Board" and "Shareholders and the General Meeting".

[bookmark: _Toc16355219]7. Conclusion
It feels like the company has been prepared to keep and sustain the business it operates in Germany after studying the above factors. Audi has maintained its collection of income and the company's profit demonstrates well-managed generally. The new project is worth to invest and the corporate governance of Audi also has a great procedure for internal control and risk management. Even some financial ratio is lower than the competitor, this analysis might help in identifying issues in the association and implementing proper steps to recover the gap with the competitor in the year 2016 to 2018 and growth in the future.
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Executive Summary

This research provides an analysis and evaluation of the current and prospective profitability,
liquidity and financial stability of Audi AG and compares with BMW AG and Daimler AG. This
includes various items from the income statement, balance sheets and the profit and loss
account for the last 3 years i.e. 2016 to 2018. Detail information of the financial value of each
company is in the Appendix. The report intends to address the significant areas of
performance by the company by conducting ratio analysis and itemized study of important
items and thereby focusing on the areas to be improved by the company. Methods of analysis
include trend, horizontal and vertical analyses as well as ratios such as Debt, Current and
Quick ratios. It also analyzes the strengths and weakness with resolution base on the
calculated financial ratio.

The report also investigates in different area such as corporate governance assessment, in
terms of Integrity and Compliance, Risk Management, Communication and Transparency and
Credit rating, investigates the investment project assessment with IRR, NPV, ARR payback
period with forecasting figures analysis, financing and capital management with the Financing
method proposed, audit plan and conclusion. External influences that do not cover the
financial aspect but may affect the investor’s decision have been also identified and
discussed.
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Table 1.1 Comparison between Audi AG, Daimler AG and BMW AG

[Company Name
Stock Number (Xetra)
P/E Ratio

Stock Price

1 Year Return

[Market Cap

Business Nature
[Market Area

Source

Audi AG BMW AG Daimler AG

NSUGR BMW-GR DAIGR

125 91 695

790 66.32 4587

9.16% 428% 15.24%

339708 429278 49,0688
‘Consumer discretionary with automotive and automobiles

World wide

(Bloomberg, 2019) | (Bloomberg, 2019c) | (Bloomberg, 2019b)
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Table 21 Financial Statements Source

Financial Statements [Year [Referance

Financial Statements of BMW AG [2078 [[EMW AG, 2018)

[2017 [(EBMW AG, 2017)

[2016 [[EMW AG, 2016)

[Annual Financial Statements Daimler AG [2018 |(Daimler AG, 2018)

[2017 [(Daimler AG, 2018)

[2076 [(Daimler AG, 2016)

[Annual Financial Statements Audi AG 2018

[2077 | Audi, 2018c) - Audi AG group the report in the same pages)
2076
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Table 2.2 Value for calculate the Z-Score

Year

Net Current Assets

Total Assets

Retained earnings

EBIT

Stock value (EUR)

Number of Stock (Million shares)
Total Liabities

Sales

Company [-| Year |-
= Audi AG =BMW AG = Daimler AG Industry Average
2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018
i6,563.00 5,702.00 [116,220.00 [ ]8,546.00 [ b,663.00 [ 6,901.00 [86,230.00 I40,413.00 |85,050.00 I 30,920.89
[36,443.00 [129)171.00 [139)334.00 99.00 172.00 [145,535.00 [N96,688.00 [H03,464.00 Iii6,754.00 | 61,684.44
| 1,417.00 | 1,417.00 | 1,417.00 Fi1,338.00 .00 Ji2,406.00 N22,560.00 I23,637.00 25,182.00 |l 12,401.00
F11,943.00 [4,056.00 264400 [14,639.00 317.00 [5,144.00 [N7,94500 [7Z,967.00 [E0;279.00 |5,548.22
78200l 9763l ses3 ] 7070 [] 7072 I 7080 || 4591 ] 28684
1 4300 | 4300] 4300 00 [ 658.00 I 658.00 [N,070.00 | N070.00 | ] 59033
Il 6,272.00 []8,624.00 []7,954.00 F122,382.00 [15,104.00 [F19j060.00 N45,012.00 [WI50,337.00 56,442.00 | |24,576.33
[150,305.00 [51,402.00 [150,202.00 [175,350.00 [i78,21500 [78,255/00 [W07,178.00] [Hii2,685.00 |Ji2,491.00 |l 79,687.11

(Million EUR)
Sour

nstruct by writer
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Table 2.3 Z-Score formula

2-score formula :
1=1.24+1.48+3.3¢+0.6D+0.99E
where:
zeta(y)=The Altman Z-score

[ A=Working capital/total assets

B=Retained earnings/total assets

c=Earnings before interest and taxes (EBIT)/total assets
D=Market value of equity/book value of total liabilities
E=sales/total assets

‘Soucre: construct by writer
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Table 2.4 Z-Score result

Company |- Year -

= Audi AG =BMW AG = Daimler AG = Industry Average
Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]
A 055 048 049 028 028 026 045 047 036 0.40|
B 005 005 005 044 041 038 033 032 030 0.26|
c 018 034 022 042 042 037 027 025 029 031
D 260 217 254 311 227 146 101 090 052 184
E 138 128 207 191 172 111 109 096 142

zScore 8 475 458 6.33 [x2 3.16 [r3.03 [rhas BT 424

Source: construct by writer
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Table 2.5 Financial structure

Company |- Year -

= Audi AG =BMW AG = Daimler AG = Industry Average
Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018
Fixed Asset to Long term Liability Ratio 4\ 102 4 107 4110 4 108 A 111 107 § 0.61 %059 W 0.75 D 0.94]
Current Liability to Net Asset Ratio ¥ 016§ 023 §020 048 A 055 H0T0D 0395038044 D 039
Current Liability to Stock Ratio W 166 196 166 268 43.15 388 ¢ 224 921592535 243

Source: construct by writer





image9.png
Table 2.6 Paying debt ability

Company |- Year |-

= Audi AG =BMW AG = Daimler AG Industry Average
Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]
Current Ratio (%) A 448% D 323% @ 356% &  175% B 166% B 153% D 278% D 299% ¥ 232% D 270%
Quick Ratio (%) A 388%D 272% D 296% & 138% B 134% B 127% D 233% D 252% W 192% D 226%
Stock Credit Index ¥ (478)D (336)D (325) 4 (101) A (108) A (106) D (299)D 327) D (233) D (2.57)
Cash Ratio (%) ¥ 3y 3% 4%D  23% A4 29% A 35% Y %D 24%D 15%)
Total Debt Ratio (%) V7% 2% 20%D  34%D 36% A 42% A4 7% B 49% 4 48% D 35%
Debt / Equity Ratio ¢ 011§ 012 % 012 § 007 @ 003 ¥ 003 A 061 4 071 @ 069 D 028
Long Term Debt Ratio ¢ 010§ 010 § 011 § 006 @ 003 ¥ 003 A 038 @ 042 @ 041 D 0.18
Total Debt / Fixed Asset Ratio @ 041 @ 053 § 047 & 076 = 088 4 112 A 112 4 118 4 102 S 0.83
Time interest cover ratio W 477 @ 813 & 270 4 13254 § 983 @ 354 @ 1213 § 824 @ 245 § 2048

Source: construct by writer
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Figure 2.1 Sales Revenue by Audi AG,BMW AG and Daimler AG group by Year
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Figure 2.2 Total Sales Revenue by Audi AG,BMW AG and Daimler AG (2016-2018)
Source : construct by writer




image12.png
Net Profit Growth Rate by Year and Company

Company @Audi AG @BMW AG @ Daimler AG

2%
162%
1%
-0.03% 001%
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-054%
1%
2017 2018
(Milion EUR)

Figure 2.3 Net Profit Growth Rate by Audi AG,BMW AG and Daimler AG (2017-2018)
Source : construct by writer
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Table 2.7 Operating expenses part 1
Company |- Year -

= Audi AG =BMW AG = Daimler AG = Industry Average
Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018
Depreciation and amortization 4\ 39% 4\ 40% M 45% & 32% W 32% W 32% & 27% W 27% W 28% 34%)
Other expenses 'y 6%D 4% A 4% ¥ 0% & 0% 1% ¥ 1% W 1% 1% D 2%|
Administrative expenses ¥ 2%W 2% 2% 15% A 16% @ 16% & 5% W 5% & 4% D 8%|

Source: construct by writer
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Table 2.8 Operating expenses part 2

Company -|Year -

= Audi AG =BMW AG = Daimler AG Industry Average
Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]
Total Assets Turnover D 332.66% = 312.95% = 299.33% A 461.59% 4 460.77% fh 461.18% W 267.23% W 263.90% Wy 204.19% 340.42%
Average Collection Period A 9604 8634 10529 3239 353% 4414 8764 9114 9029 7.42
Day's Sales in Inventory (days) @ 2320 2876 3038 2551% 2698 27514 34394 33924 V21D 29.76|
Payment period (days) W 1116 16435 19664 30124 32654 31795 23045 2328 2549 23.74)

Source: construct by writer
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Table 2.9 Profitability part 1

Company -|Year -

= Audi AG =BMW AG = Daimler AG Industry Average

Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]
Net Profit & 91800 § 2406.00 W 1096.00 > 3296.00 <3213.00 282000 A  5868.00 4 4982.00 4 5022.00 3291.22]
NetProfitgrowth & - AN 162.09% @ 54.45% % - W -2.52% W -12.23% ¥ - W-1510% @ 0.80% 13.10%)
Gross profit margin W 10.32% @ 11.07% & 8.60% @ 19.12% 4\ 20.70% @ 18.52% &  10.18% % 9.59% % 8.23% 12.93%)
NetProfit margin_ & 1.82% A 4.68% @ 2.18% @ 437%  4.06% = 3.60% @ 5.48% @ 4.42% @ 4.46% D 3.90%
(Million EUR)

Source: construct by writer
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Table 2.10 Profitability part 2

Company -|Year -

= Audi AG =BMW AG = Daimler AG = Industry Average

Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]

Total Assets Turnover D 332.66% = 312.95% = 299.33% A 461.59% 4 460.77% fh 461.18% W 267.23% W 263.90% Wy 204.19% 340.42%

Leverage Ratio D 2754 286 4 287 % 257D 276 4 295 ¥ 238 9 246 270 270

Return on Equity (after tax) (%) W 6.93% = 17.56% @ _8.00% g 23.34% @ 2135% @ 18.29% S  14.46% & 11.84% § 11.62% D 14.82%)
Source: construct by writer
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Table 2.11 Growth ability part 1

Year
Retained yield (times)
Self-sustainable Growth Ratio (%)

Company |~ Year
= Audi AG
2016

¥ 154y

& 10.70% @ 10.34% § 10.34% @ 80.29% ) 81.32% #h 80.45%

2017
059 &

=BMW AG
2018 2016 2017
1299 3444 3814

= Daimler AG

2018
440 @

2016 2017 2018
3844 4744 5019
55.58% = 56.16% 4 58.28% D

= Industry Average

2016-2018|
3.19)
49.27%)

Source: construct by writer
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Table 2.12 Growth ability part 2

Year
ROA (after tax) (%)
ROE (after tax) (%)

Company |- | Year |-
= Audi AG
2016 2017

=BMW AG = Daimler AG

2018 2016 2017 2018

¥ 252%D 6.14% $279% 4 9.08% @ 7.75%D 6.19% D
& 6.93% 17.56% @ 8.00% A 23.34% fh 21.35% fh 18.29%

2016 2017 2018
6.07% D 4.82% W 4.30% D
14.46% W 11.84% W 11.62% D

= Industry Average

2016-2018|
5.52%|
14.82%|

Source: construct by writer
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Table 2.13 Stock market prospects analysis

Company -] Year |~

= Audi AG =BMW AG = Daimler AG = Industry Average

Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018
Earning Per Share (EURS) D 2135455952549  S01@ 4889 429% 548 466 469 % 14.64]
Price-Earning Ratio (Times) A 2956 1297 43068 1949 17.78 % 1650 1290 % 15219 978 1832
Dividend yield (%) (payoutratio) @ 6.86% @ 6.90% Wy 1.46% A 69.78% #h 81.85% h 81.67% @ 59.25% fh 69.79% 4 77.76% . 50.59%|
(Million EUR)

Source: construct by writer
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Figure 3.1 Audi AG integrity and compliance
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Table 3.1 Credit rating

[Company Long Term Rating | Short Term Rating
BUW AG Al P-1
Daimler AG n P-1
[Volkswagen AG (Audiis member) | A3 P2

Outlook
Stable
Stable
Stable

Source
(Moodys, 2019)

(Moodys, 2019a)
(Moodys. 2019c)
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Table 4.1 Initial Investment

Initial Investment
# items Remarks
1 Develop driver assistance systems € 5000|2018 Annual Report P107 (Audi, 2018c)
2|Develop mild-hybrid technology € 5000|2018 Annual Report P107 (Audi, 2018c)
3|New display and operating systems € 5000|2018 Annual Report P107 (Audi, 2018c)
4|Progressive, sophisticated design solutions for exterior and interior € 5000|2018 Annual Report P107 (Audi, 2018c)
Iitial Cost of Project € 20000 Total amount of item 1to 4

‘Source: construct by writer
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Table 4.2 Other key metric

[Other Key Metric
# [items

1ROA

2] Intial Cost of Project (Million EUR)

3/Sales Growth rate

4/Sales(Revenue) (Million EUR)

5/EBITDA (Millon EUR)

6/EBITDA % 2019

7| Number of Audi R8 Coupe deliveries to customer 2018

8/Audi R8 Coupe Price

92018 R8 Sales

10 Audi Car Average Deprectiation Rate (After year 1)
1 Audi Car Average Deprectiation Rate (After year 2)
12 Audi Car Average Deprectiation Rate (After year 3)
13 Audi Car Average Deprectiation Rate (After year 4)
14 Audi Car Average Deprectiation Rate (After year 5)
15 Germany Sales Tax Rate

Remarks
2.79% Annual Report 2018 (Audi, 2018c)
200,00 base on Table 4.1 Initial Investment
-0.54% base on 2.4 Sales Performance
50,203.00 Auunal Report 2018 (Audi, 2016c)
25,184.00 Auunal Report 2018 (Audi, 2018c)
50% EBITDA / Sales(Revenue)
1224 Auunal Report 2018 P10 (Audi, 2018c)
€ 0.20/Price List (Audi, 2019c)
244,79 Auci R8 Coupe Delveries to customer * Audi
R8 Coupe Price *(1+Sales growth rate)
18.51% (Usedfist, 2019)
27.01% (Usedirst, 2019)
36.14% (Usedfrst, 2019)
44.05% (Usedfrst, 2019)
49.79% (Usedrst, 2019)
19% (Tradingecanomics, 2019)

‘Source: construct by writer
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Table 4.3 Computing tax costs

Computing Tax Cost (Million EUR) Year 0 1 2 3 1 5

Sales = Last Year Sales x (1+ Growth Rate) € - €24479 € 24347 € 24215 € 24085 € 23955

EBITDA € - €12280 €12213 € 12147 € 12082 € 12047

Depreciation (Year 1 = 18.51%, Year 2 =27.01%, Year 3

=36.14%, Year 4 = 44.05% , Year 5 = 49.79%) € - € (2273) € (3299) € (43.90) € (53.22) € (59.83)

Tax (Germany Sales Tax Rate = 19%) € - € (2333) € (2321) € (23.08) € (22.96) € (22.83)

Profit € - € 7674 € 6594 € 5449 € 4464 € 3750
(Million EUR)

Source: construct by writer
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Table 44 Cash Inflows & Outflows

Cash Inflows. Year 0 1 2 3 1 5

Profit € - € 7674 € 6594 € 5449 € 4464 € 3750

Cash Inflow € - € 7674 € 6594 € 5449 € 4464 € 37.50

PV of Cash inflow € - € 7465 € 6241 € 5018 € 2999 € 3268

Cumulative Cash Inflow € - € 7465 € 137.06 € 187.24 € 22723 € 25991
(Millon EUR)

Costs

Develop driver assistance systems € 5000

Develop mild-hybrid technology € 5000

New display and operating systems € 5000

Progressive, sophisticated design

solutions for exterior and interior € 5000

Cash Outflow € - e - € - e - e -

PV of Cash Outflow € 20000 € - € - € - € - € -

Cumulative Cash Outflow € 20000 € 20000 € 20000 € 20000 € 200.00 € 200.00

Source: construct by writer

(Milion EUR)
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Table 45 NPV, ARR, IRR, ROI

NPV of Project € 5991
IRR 14%|
ROI 30%)|

Total Profit of Project € 25991
Average Annual Profit €  51.98
Average Investment € 200.00
ARR 26%|

(Milion EUR)

NPV = Cumulative Cash Inflow - Cumulative Cash Outflow
IRR = IRR(Year 0 Cash flow : Year 5 Cash flow) using excel
ROI = NPV / Gumulative Cash Outflow

ARR = Average Annual Profit / Average Investment

Source: construct by writer
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Table 4.6 Cash flow and pay back period

Year ] 1 2 3 4 5
Cash flow € (20000) € 7674 € 6594 € 5449 € 4464 € 37.50
(Milion EUR)
Payback period analysis Year ] 1 2 3 4 5
PV of cash flow € (20000) € 7465 € 6241 € 5018 € 3999 € 3268
Total cash flow € (20000) € (12535) € (6294) € (1276) € 27.23 € 59.91
Break even in years 332
(Milion EUR)

Source: construct by writer
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Table 5.1 Key metrics for consider the financing methods

Company |- Year |-

= Audi AG =BMW AG = Daimler AG “ Industry Average

Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]
Cash and equivalents W 150.00  184.00 ¥ 262.00 = 2,676.00 => 4,218.00 # 6,542.00 ¥ 1,660.00 % 1,782.00 #h 6,354.00 = 2,647.56
Bank loans @ 0004 0004 0004 0004 0004 0004 0004 0004 0004 0.00]
Cash Ratio (%) ¥ Y 3% %D 23%Mp 29% @ 35% 8% & WD 24%D 15%)
Retained profit & 154 % 059§ 1205 344 4 381 @ 440 @ 384 @4 474 4 501 D 3.19
Net Debt Ratio A -113% A -1.34%  -1.91% D -18.95% =D -28.03% W -42.42% -4.09% M -4.23% A -14.71% D -18.74%|
Net interest expense & 40700 § 499.00 % 980.00 % 3500 % 54100 145200 %  655.00 % 967.00 4 4202.00 1308.67
:fr‘"';‘:::e“ expense/sales o %Y 1% 2% o% ¥ 1% @ 2% ¥ 1% @ 1% @ %y 19%
Inventories & 2867.00 J 3602.00  3819.00 § 4260.00 § 4643.00 § 4811.00 4 907100 A 9466.00 A 10524.00 D 5895.89)
Profit after tax W 918.00 { 2406.00 { 1096.00 &> 3296.00 => 3213.00 &> 2820.00 4 5868.00 A 4982.00 A 5022.00 = 3291.22]
(Million EUR)

Source: construct by writer
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Table 5.2 Key metrics for consider the financing method
Company |~ Year -

= Audi AG =BMW AG = Daimler AG = Industry Average

Year 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016-2018]

Fixed Asset to Long term Liability Ratio 4\~ 102 4\ 107 4110 4  1.08 A 111 107 & 0.61 $0.59 §0.75 > 0.94]

Debt / Equity Ratio (%) V1% 12% $12% @ 7% & 3% ¥ 3% M 61% @ 71% 4 69% 28%)

Interest expense to Sales ¥ %Y 1%D 2% ¥ 0% & 1% D 2% ¥ 1% W 1% @ 4% D 19%)

Total Debt Ratio (%) W 17% @ 22% $20% D 34% D 36% 4 42% A 47% A 49% 4 48% 35%
Soure nstruct by writer
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_Table 6.1 Audit plan

[Audit plan
Quarter

Q1+Q2

[Audit Type Performance Audits
[Objectives Examines the use of resources Focuses on accounting and reporting of - Reviews adherence to laws, regulations,

1o evaluate whether they are

Q3 Q4
Financial Audits Compliance Audits

financial transactions, including policies, and procedures. Examples include

being used in the most effective commitments, authorizations, receipt, federal and state law, Trustee policies,
and efficient manner to fulfill the and disbursement of funds. This type of  organizational, or departmental directives.

organization's mission and
gans

audit veriies that there are sufficient ~ Recommendations based on findings or
controls over cash and other assets, and  observations typically call for improvements in
that there are adequate process controls  processes and controls intended to ensure
over the acquisition and use of resources. compliance with the regulations noted.

'Source: construct by writer
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Audi Raw Data

[Company [AudiAG __[Reference Reference Audi AG |Reference
[Year 2013 2016]
|current assets 22562{2018 P04 22746[2018 P00 | _21321[2016 P02
|Current Liabilities 6342{2018 P017 7043[2018 P017 | 47582017 PO16
NET CURRENT ASSETS (CA - CL) 16220]N/A 15702]N/A 16563[N/A
[Total Assets(CA+ FA) 39334]N/A 39171[N/A 36443N/A
Retained eamings 1417|2018 P004. 14172018 P004 | 1417|2016 p002
Profit before tax 1664[2018 POOS 3557|2018 P005 | 1536|2016 p003
Net interest result 5802018 P019 22 ~299[2017P018 | __-407]2016 p003
EBIT(Profit before tax + Net interest result) 2644|N/A 2056|N/A 1943[N/A

https://www.bloom

berg.com/quote/Ns
|stock value (EUR) 782|u:GR 72595 631
EUR/EUR ex rate*1 1IN/A 1IN/A 1IN/A
Number of Stock (million shares) 432018 P04 43[2017 p013 43[2016 po12
[Total Liabities (Liabilities) 7954[2018 P04 8624[2018 P004 | 6272]2016 p015
[sales(Revenue) 50203[2018 018 51402[2018 P018 | _50305[2016 p016
Fixed Assets 16772{2018 P004 16425[2018 P004 | _15122[2016 poo2.
Netasset (TA-T1) 31380|N/A 30547|N/A 30171[N/A
Long Term Liability 1612|2018 P017. 1580[2018 P017 | 1514|2016 p015
Equity 13702[2018 P004 13702[2018 P004 | _13243[2016 po02
Inventories 3819[2018 004, 3602[2018 004 | 2867|2016 p002
|Cash on hand and balances with banks 2622018 P04 184[2017 P013 150[2016 p002
Net interest result 5802018 P019 22 ~299[2017p018 | __-407]2016 P022
Depreciation and amortization 22540[2018 P007 20803[2017 007 | _19725(2016 p00s
Other operating expenses -2027|2018 P00s ~1860[2018 P05 | 28642016 p003
|Cost of goods sold 4587|2018 P00 ~45711[2018 P005 | _-45115{2016 p003
|Accounts Receivable(Trade receivables) 14472018 P013 1215[2018 P013 | 1323[2016 p010
Profit after tax 1096[2018 P00S. 2406[2018P005 | 9182016 p003
Net Profit growth ~0.544472153|N/A 1620915033 N/A N/A
[Trade payables 2471{2018 P017 2057|2018 P017 |__1380[2016 po15
Dividend 16[2018 P014 166[2017 P013 63[2016 PO1LL
[Administrative expenses ~385[2018 p005 3612018 p005 | 3452017 p005

Source : (Audi, 2018¢)
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BMW Raw Data

[Company BMWAG __[Reference BMWAG __[Reference BMW AG [Reference
[Year 2013] 2017 2016
|Current assets 28545(2018 p4. 24280[2018p4. 19975[2017 p
|current Liabilities 18644[2018 p18 14617[2017 p16 11425[2016 p17
INET CURRENT ASSETS (CA - CL) 9901|N/A 9663|N/A 8546|N/A
[Total Assets(cA+ FA) 45535|N/A 21472|N/A 36299|N/A
[2017 pa Revenue
2018 pa Revenue 2018 pa Revenue reserves
reserves reserves |+Unappropriated profit
|+Unappropriated profit |+Unappropriated profit lavailable for
Retained earnings 12406|available for distribution 12235available for distribution | 11338 distribution
profit before tax 3692[2018 ps 4776[2018p5 4604]2017 p5
Netinterest result -1452|2018 p20 Financial result -541{2018 p20 Financial result -35[2017p5
EBIT(Profit before tax + Net interest result) 5144|N/A 5317|N/A 4639|N/A
Ihttps://www.bloomberg
|stock value (EUR) 70.7).com/quote/BMW:GR 86.83] 97.63)
EUR/EUR ex rate*1 1IN/A 1IN/A 1IN/A
[Number of Stock (mif 658[2018p15 658[2017p14. 658[2016 p14.
[Total Liabities (Liabilities) 19060[2018 pa 15104[2018 pa 12382[2016 p17
|sales(Revenue) 78355(2018 p5. 79215[2017 p5. 75350]2016 p5.
Fixed Assets 16990[2018 p4 17192[2018 pa 16324[2017 p
Netasset (TA-T1) 26475|N/A 26368|N/A 23917|N/A
Long Term Liability 416[2018 p18 487[2017p16 953]2016 p17
Equity 15421[2018 pa 15046[2018 pa 14122[2016 p4
Inventories 4811[2018p14. 4643]2018 p14. 4260[2016 p12
|Cash on hand and balances with banks 6542[2018p4. 4218[2018p4 2676[2017p4
Netinterest result -1452|2018 p20 Financial result -541[2018 p20 Financial result -35[2016 p5 Financial result
Depreciation and amortization 25352]2018 p13 253322018 p11 242132016 p11
Other operating expenses 1026[2018 ps -303[2018 p5 -137[2016 p5
|Cost of goods sold -63841[2018p5 -62817]2018p5 -60946]2016 pS5 Cost of sales
|Accounts Receivable(Trade receivables) 547[2018 p14. 766[2018 p14. 667[2017pa
profit after tax 2820[2018p5 3213[2018 p5 3296[2017 ps
Net profit growth 0122315593 -0.025182039) N/A
[Trade payables 5560[2018 p4. 5619]2018p4. 5030[2017p4.
Dividend 2303]2018p2 2630[2018p2 2300[201642
[Administrative expenses -2803]2018 p5. -2733]2018 p5. -2504[2017p5.

Source : (BMW AG,2016),(BMW AG,2017), (BMW AG.2018)
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Daimler Raw Data

[Company Daimler AG [Reference Daimler AG_|Reference [Daimler AG [Reference
[Year 2013] 2017 2016
|Current assets 6162|2018 p6. 60764]2018 p6. 56581[2017 p6.
|current Liabilities 266122018 p18 203512017 p18 20351[2016p18
INET CURRENT ASSETS (CA - CL) 35050[N/A 20413|N/A 36230[N/A
[Total Assets(cA+ FA) 116754|N/A 103264N/A 96688|N/A
Retained earnings 25182]2018 p13 23637]2018 013 22560[2017 p14
profit before tax 6077]2018p7 7000[2018p7 7250[2017p7
Netinterest result -4202[2018p7 -967[2018 p7 655[2017p7
EBIT(Profit before tax + Net interest result) 10273|n/A 7967|N/A 7945|N/A
Ihttps://www.bloomberg.
|stock value (EUR) 45.91|com/quote/DAI:GR 70 70.72)
EUR/EUR ex rate*1 1IN/A 1IN/A 1IN/A
[Number of Stock (million shares) 1070|2018 p13 1070[2017 p14 1070[2017 p14
[Total Liabities (Liabilities) 564422018 p18 503372017 p18 45012]2016p18
|sales(Revenue) 112491{2018 p7 112685(2108 p7 107178[2016 p7
Fixed Assets 55092|2018 p6. 42700]2018 p6 40107]2017 p6.
Netasset (TA-T1) 60312|N/A 53127|N/A 51676|N/A
Long Term Liability 29830|N/A 29986|N/A 24661|N/A
Equity 43209]2018 p6. 42092]2018 p6 0587|2017 p6
Inventories 10524[2018 p6 5466[2018 p6 5071[2017 p6
|Cash on hand and balances with banks 6354]2018p6 1782[2018 p6 1660[2017 p6
Netinterest result -4202[2018p7 -967[2018 p7 655[2017p7
Depreciation and amortization 31970[2018 p11 30933[2017 p11 289892016 p11
Other operating expenses -1664]2018p7 -1133]2018p7 -1456[2017 p7
|Cost of goods sold -103232]2018 p7 -101874]2018 p7 -96271[2017 p7
|Accounts Receivable(Trade receivables) 2781[2018p6 2812]2018p6 2572[2017p6
profit after tax 5022|2018 p7 4982]2018p7 5868|2017 p7
Net profit growth 0.008028504] -0.150988412] N/A
[Trade payables 7210[2018p6 6499]2018 p6 6077[2017p6
Dividend 3905[2017 p14 3477[2017 p16 3477|2016 p16
[Administrative expenses -2304]2018p7 -2010[2018p7 -1844]2017p7

‘Source : (Daimler AG,2016) ,(Daimler AG,2017) ,(Daimler AG,2018)
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Calculation

Formula [Metrics [AudiAG _ [AusinG  [AuiiAG__ [BMWAG  [BMWAG  [BMWAG ler AG_[Daimier AG _|Daimler AG_[industry Average
FA - (L6 Fixed Asset to Long term Liability Ratic] __1095207| 1074793875| 1024732025| 1072804193 1.106804867| 1082852405 0754281959] 0592¢13772| 0612685508] 0935397512
[cL = NetAsser [Current Lisbility to Net Asset Ratio 020210325 0.230505476| 0157701102] 0.70821152] 0554346177 | 0477860936 0.441238891] 0383063226 0393819181 0393882156
[eL = inventory |Current Liability to Stock Ratio Te60642128] 155500233] 1 650574468| 3875285803 3.148180056| 268286385 2528696313| 21a9904923] 2243523316 2 43380501]
fca=cL [Current Ratio (3% 356% 323% aag% 153%) 166%) 175%) 232% 299% 2785 270%
(cA~ inventory ) =t [Quick Ratio (5 296% 272% 388% 1274 138%) 138%) 1925 2525 233% 226%
(cL-(CA- Inventoy)) = Inventory [Stock Creit index 3267185127 -3 35924864 & 7771189%| 1057592101 -1.081167502] 1 006103285 -2 330482706| 3269279527 | -2 994026963] -2 569183426|
[cash = cL [Cash Ratio () ) EA 3% 35%) 295 234 225 EA A 15%
[Total Liab = Toral Asser [Total Debt Ratio (%] 20%) 225 17% a2 36%) 34| 8% 9% 73] 5%
- € Dbt/ Equity Ratio (%] 12% 12% 115 3% EA 7 9% 715 615 255
[ETETER:) Long Term Debt Ratio 0.105263158| 0103389609 0.102505378| 0026267601] 0031352604 0.063217247| 0408411944 0.416021532] 0377957945] _0181608558]
[Totat Liab = A [Total Debt / Fixed Asset Ratio 0.474242786|_ 0525053272 0.414750952| 1121836374] 0878548162] 075851507 1022508465 1178852450| 1122097853 0833178933]
EBIT = Interest [Time interest cover ratio 2.597959184| 8128256513 .773955774| 3542699725 9.626096118| 132.5428571] 2.046216088| s.238es31¢4] 12.12977039] 20.48096608|
(EBIT + dep +Amorn) = interest [cash coverage. 25 69795018| 4981763527 5323832924| 2100275482 56 65249538| 824 3228571] 10.05049786| 022750776 56 38778626 126 3802025|
Depreciation and amortization / Sales Depreciation and smortization 0.228977153| 020a711879] 03921081¢[ 032355306 0310787919 0321380411] 0282200514 0.278508586| 0770475288 0337720327
[Other expenses / sales [Other expenses. 0.0:0376073| 0036185362] 005693271] 0013092251] 0,003825033] 0.001818182| 0014792204 0.01005¢577| 0013584877 0021184818]
[Adminisurative expenses 0.022952525| 0021578691 0.022812423] _0.1645792] 0.158969288] 0.153393775| 0.04182095¢] 0.0470726| 00sse7zons|  0.075551232]
[Saies = A [Total Assets Turnover 299326258 3.120457717| 3.326610037] £51183048| 2.607656355| 4.615902965] 2.041875408| 2638392072 2672301593 3.408215531]
[average Collection Period (OR Vear End Collection Period) = credit
sales x 36502y |aversge Collection Period (days) 1052038723 8627582584| 950934200| 4411396848| 35295083| 3230988719| 9.023571882| 9108399521| 87s90Ies| 7423355884
[Aversge Inventory (OR Year End Inventory) = COGS x 365days __|Day's Sales in nventon(1) (days)] 3037755791 28761786 23.10577873| 27.50606977] 2697828613 25 51274899| 57.20997365| 33 91532678| 3439161326 2076096014]
[Average Account Payable (OR Year End Account Payable) = COGS™2,
Ix 365days payment period(1) (davs) 1065513108| 1642503992| 1116480106| 3178834918 3264936243| 3012420832 2549257982| 232840893| 23.0202108| 2373607566
[Gross Profit= (Sales -C0GS) = Sales [Gross profit margin*1 0.085970958| 0110715536 0.103170659| 0.185233871] 0.207006249] 0191161228| 0082308807] 009592001] 0101765288 012925514]
Net profit + Sales Net Profit margin'L 0.021831365(_0046807517] 0.018248683] 0035090045| 00405605 0.04372535| 0042643571 0.084211721] 005e750022] 0038976222]
[sates = 1A [Total Assets Turnover 1276325825 1312206305 1380374832| 172076427 1910083912| 2075816761 0.963487332| 1089122787] 1108433208 1.626301478]
Notel : Leverage Ratio =TA/E Leverage ratio"1 2870675812|_28587797a] 2751868912 2952791648| 2756347202 2570386631] 2702075956 2.458044284] 2382020619 270035676|
Earing after Tax = €22 Retun on Eaquity (after tax)°2 (%) A 18% 7 18% 2134 234 1% 125 165 15%
RE"s - EaT Retained yield (times) 1292885212 0.588944306| 1543572085 | _439920078| 3807067631] 3239977184 5014336918| & 724280128 3842500777 3186220436
Retained Eaming™s = Equin2 [Selt-sustainable Growth Ratio () 10% 10% 11% 80| 1% 80| 8% 6% 6% 9%
[market price per share x total number shares. Market Capitalization 33626000000] 31215850000| 27133000000] 26520600000| 5713210000] 64220520000] 29123700000] 75756000000] 75670200000| 51157803333
o
EsTDA 25152 22853| 2165e| S0256| S0623] 28857 22083| 38300) 6332 31087 88e89|
[Net profit = Total number issued common shares Earming per share (FIKS) 25 28837200|| 55 95348837] 2134883721 & 285712286 2882978723| 5009118541] 2693457984 a656074766| 548411215 14 64268379
Mkt price = Eps. Price-eaming Ratio (Times) 30.68065693| 12 9741687a] 29 55664288| 16 49666667| 1778217865 19.4902551] 9781700518 15 20504139| 12.89543286] 18 31820508]
Dividend Dividen yield (%) (payout ratio] 001450854 0.068994181( 0068627451| 0816666667 08185a9642| 0697815534 0.77757865%| 0 697012485] 0592535787 _0.505919881)
retained eamings™8 = NI (Eaming After Tax) Retained profit 1292885212 0.588944306| 1543572085 | 439920078] 3807967631] 343992718a] 5014336918| 4784280128 3842500777 3186220436
Bank loans o o o o o o o o o o
(bank 1oans ~cash) / squity et Debt Ratio 0019121296 -0.015428667] -0.011326735 -0 222226704] -02803202| -0.189291573] -0 147052657] -0.042335836 -0 040896706] -0 187391123]
Net interest result et interest expense. 550] 9] 207] 1457 51 33 220 567] 55| 1308 656667
Net interest expense/sales tumover
et interest result/Sales(Revenue) Jor Interest expense to Sales 2 15 15 2 15 o3 A 15 15 15
(EAIT) Earning after Interest Tax = TA ROA (arter tax) (%] 3% % 3% % EA EA ) EA A A
Earning after Interest Tax(EAT) = Equity2 ROE (sfter t2x) (%) EA 18% 7 18% 2134 234 125 125 165 15%
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STUDENT FEEDBACK FORM

This section details the extent to which the assessment criteria are demonstrated by you, which in turn determines
your mark. The marks available for each category of skill are shown. Lecturers will use the space provided to
comment on the achievement of the task(s), including those areas in which you have performed well and areas that
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9% | o3
Generic Assessment Criteria ts S5
=S = E
&
1. Engagement with Literature Skills
Brief background of the company which is relevant to recommendations you made subsequently. 10
Contents should include
= current business (Year of establishment, Initial Public Offering (IPO) listing, value of the
company — trends)
= major products and services, market distributions
= Shareholding and organization structure
= Business overview and Challenges ahead & points of interest (awards, recognitions...)
2. Knowledge and Understanding Skills
Internal control and risk management (Corporate Governance) 10
Extent of research and/or own reading, selection of credible sources, application of appropriate 5
referencing conventions
3. Cognitive and Intellectual Skills
Financial analysis, operational review and challenges ahead of the company 35
= Quantitative analysis for trends, changes with supporting reasons, at least compare with 2
other companies of the same industry for relevant comparison; based on last 3 fiscal years
Bankruptcy ratios and financial ratio analysis inclusive of “Bankruptcy Index”, “profitability”,
“liquidity and efficiency”, “solvency”, and “stock market prospects (Price/Earnings (PE), Earnings
Per Share (EPS), ... i.e. for investors)’
4. Practical Application Skills
Investment appraisals (assumptions — justification required)
= Payback
= ARR 10
= NPV
= IRR
Financing and capital management 10
= Methods of financing options, advantages and disadvantage, financing impacts to all key
working capital (current assets, and related financial index), and their implications.
Analysis alternatives, and provide final recommendation with justifications.
5. Transferable Skills for Life and Professional Practice
Recommendations and Audit plan in 4 quarters 10
Writing style, logical flow, structure, referencing and Presentation style 10
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