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fig Khmer
K.k Corporation
Income Statement

For the Year Ended December 31, 2010
1- SALES. .ttt ens $2,000,000
2- Cost 0of Goods Sold......ccceevuiiiiiiiieiiecieeiieeieeieas (1,500,000)
3- GIOSS ProfitS..cccueeeiiiiiiiiiiiieeiiiiiiiiieeeeeeeieee e 500,000
4- Selling and Administrative Expenses....................... (270,000)
5- Depreciation EXPense........occveeeueeriveeiiieniesiiienireanaans (50,000)
6- Operating Profits(EBIT)......ccccoeeiieiiiiiieiiiciiees 180,000
7- Interest EXPense.......cccvvevieeeiiieeiiieeiee e (20,000)
8- Earning Before Taxes ( EBT)........cccccccveeeveeennenee.. 160,000
9- LA . ettt eitee ettt ett e et e e et e e et e e et eeeeib e enreeenreeennneas (49,500)
10- | Earning After TaXes.....cccoovveeiieeiieiieeiiieiieeieesieeenneen 110,500
11- | Preferred Stock Dividends.........cccccueeevveeeirieennenneee. (10,500)
12- | Earning Available to Common Stockholders........... 100,000
13- | Shares Outstanding..........cceeeueeiieriieiiienieiieesiee e 100,000
14- | Earning Per Share.........cccovoveieieieieiecieeieereeieenenia $1.00
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9.9. Return to Capital
husuangstulmive  pvdisaiimwiiaidmhpviswsgam s
URANIMSEGUMIIMAGSSYO,00080) NIRIMATISIRUMS Preferred Stock T1S§ U
RMAA 90,600500 S8 NiRUMS Common Stock MSFGUMMAMNA900,000
RANIRUSGUMSUNUAMIGNAPRINSgNRoNAWETHMIMA  SimAa
Preferred Stock 9 REJMIGAANS earning per share ITH{AHGAIMATIANMITATY ATE U
M$ Common Stock BYWIkG§Sw§adaniRumsIm: AU Uiannyoidhndm
earning per share 90N GNS Se FﬂUTLULUﬂJ”WHUiH’]ﬂﬂUﬂﬂIN[UG‘ISiU‘I AR N G
2j5ssiS:nsidsTAcmhis:  [MAGIANM900,000RANIVAINIAIRUMS  Common
Stock  HG{RHURIGAT@AWNAT mysﬁﬁhLﬁHm‘sﬁ‘}nﬁumﬁmﬁmﬁﬁﬁ?i’ﬁmmwﬂm
Y

«\z:zn SL

a

Giuarywmat) Sikuaifjethh SagtGanueain

P

0

Reinvested Funds fﬁ Ui A
MAMNAIASIS 9:|n j"ti Htif”]ﬁnSinﬁiSiuiUfUUﬂﬂ”] iﬁ‘S

inuHEARHoTHTRIES

v

IS

phnhanuInNpsUlsIvRITugAtINS ¢00,000(FimsiukicAthiMAMNA
WY RS Retained Earning AN SNWAIANETANIMY:

K.K Corporation
Statement of Retained Earning

For the Year Ended December 31, 2010

Retained Earnings Balance, January 1, 2007........ccccceeveieevcieencieeeeiee e, $250,000
Add: Earning Available to Common Stockholders,2007.............c.cccuc....... 100,000

Deduct: Cash Dividend Declare in 2007..........ccceeeveeeiiieeirieeeieeeciee e (50,000)
Retained Earning Balance, December 31,2007..........ccccveviieviienienciiennnens $300,000
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gt aivisashishifuginsia Weo,0001¢ wINGEGAUIUATNSIASIFHS
RfU M00,0009

9.@.@561&? ng{s Price Earning Ratio ﬁ‘l%@i‘i Earning per Share

mutw:mindm M uASHEISIG Price Earing Ratio iR Uh aidliliSiihm Siann
iR ﬂJ’UJ'ﬁimf[ﬁLm URUNUMIANNS) Earning per Share 'iﬁUjﬁﬂﬂﬁ?gUgUpjcSrﬁ}ﬂﬁ Common
Stock 4 ARAIENABNSIRU2PUIANIGRIGE Earning per Share 2us 9 RNt Price
Earning R;ltio Aod ﬁig:%g@lﬁ\ﬂiﬁfﬁﬁ%ﬂmﬁﬁsgﬁ 9 & Price Earning Ratio B’“ISﬁgﬂngiﬁim
10 Earning SUMITASIFIRISMINARNUNUAMABTISHN  Hes 1S1{pRATaUN AW
gwiswgsismniionm §h (gnpiuaimnal imusiunawmivhisamama aanme
IsmipUphSAm 1Rk Iie)a hfsmsnSAFnil Eaming per Share 43U Price
Eaming Ratio [iMSWASATFMN 2uAINN 8Oy usi)uaiudgpruaipstisiywa
MNRQNMYDSUINMA Price Earning Ratio IURIBUS g2isimivin:

June2 June 2 June 2 June 2June 2June 2

Corporation Industry 1994 1998 2002 2005 2006 2007
CocaCola Beverage 13 17 20 25 34 53
Disney Entertainment 25 20 19 26 23 38

Liz Claiborn Clothing 13 19 11 19 17 29
Mc.Donald’s Restaurant 10 16 18 20 24 28
Nation Bank Banking 7 10 9 10 10 21

Phelps Dodge Copper 6 8 4 17 7 23

Southwest Air Airline 20 14 15 38 21 21
Texas Ultilities Public Utilities 6 7 8 15 14 14
Wal-Mart Retail 26 28 24 29 18 38
Standard and Poor’s 11 14 15 22 17 25
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Price Earning Ratio 1GYSMIGUFRISHINUIR Earning ANHE AU I AR
Ataag SR U GIEAigiuasTanmat)s SMIRAT:RRIRT smms*wmntm 5

nUiSinadsiRumsISItNAMGIM AT ATARNUT AN M AT SIURIAY

@A
iy

D3 ..C3

9.Mm. IS LHRNFIL MBI U MIRNNHEERINRS

iwglgmsugmATMASIANg  Atmiuguisignaydiaituifaigihoig:
MO UIRESRINU MUY mumisgnassidimon§hsmsthmnf sigiaisigd
waAvnSYWwituggumsimula§nuimuladmhnanin A swiim kUG
Ratisstiwminaimidaivdis:pins  ARMIMWERMAIW:INUYWH ﬁmﬁtf}umi
msAam Y RMAGIANMIRusgumsipduaminnis:SspimsaaimmimAadinnmis
INWARMNT Gain 109 H2nuANmMuAmMmsmipgumivaisiis:d 900,000
ROU W00,000i:HAMSMATISNTSGUMSATEOIBSsgumsnuiaancinghd
ﬁuﬁﬁmmsw 4 tmwﬁmtnhmimsmhmnzjmmmnm.s’nﬁﬁnmmmtmwmugm
Mg IFINSITITRY

BECE:"

B-FNIHRB WA
mnaamUINMmAg  IRuthay
uiRah tsinhsmmmmm SUgNJIURIYIUY mw*wmnmmmmummﬁmmmnmn
men it

oyIsMm UanHmsmnﬁnmjm iRuputisns Shiuaniumh

GIueIRBUIsShuAnIRUEUIMUlIgigany

) 3

19-9 A5 HIRNSTIGHIB NS HR|HS

ANNSENIUER iOSNWMIANMYIMUmA IR UMSMANWiuRR MY
aNGIM AT TR ( Liquidity ) tﬁnwﬁﬁﬁmammtgﬁ%‘ {§0JfUAY( Current Assets) B
HOUIMANGIMAMSERIWINNOE YahagguisAuimimgmivaisu]sd mw
msmqlﬁimghmomsmmﬁﬁm Marketable Securities %LﬂUMTNﬂJLﬂUmSWSGmgnN
nﬁiw:mmg{nmi’ﬁmmsmwmmngmm Account Receivable H1S$IAGSHMNYW
WATAMIRURETISMSUARMAIFIYHADESY  Sim:annS{uingis:(Rutis(pivs
annSuinintmIs uiuaTHAS R sttt mmLﬁjﬁwémsw’nwmsmﬁsmﬁqﬁLﬁ
MSRYRIMYTGNU InventoryD &35 mmminmmuﬁssmmmmﬁwmn REUAR UG
'iufoJn?rnﬁJﬂU[Un"] Prepaid Expense UmmﬂﬁmwSWWWHSTﬁﬁiﬁ[UmSUﬁQ‘ﬁ yS10

TU] [ﬁ"] Investment HSNULﬂ Marketable Securities iQﬁUmmﬂ”ﬁﬁu FULUnR ﬂJ’[iﬁgﬁQ[iﬂﬁfff

ﬂULQﬂjNHJth inuithives ﬁﬂuan mummmmmmsm INUTTHIv R AN RIAY yifn

3
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TGjnﬂ Plant and Equipment ﬁ[‘nfﬁSﬁﬁ”ﬁHﬂﬁ Historical Cost {§11d} g ﬁiﬂS‘?@
R LummtmthUmeiuﬁn‘Lmﬁm iuapumsHSENA MDY [y uuARims
ggruuniwanit  AGapudagnuayiiudapuuinmimagRgitupun st
Gingn ﬁmﬁmﬁxﬁa%wmﬁnﬁwﬁmamimsmﬁ'imﬁfw'mmﬁmiw-mmﬁhmm
TN IAUITNSEGE Bonds TilEq TANMIS:INMLE Account Payable ATNAMNS
IRURBTSEMAYARARYE 1 Note Payable UINENAMBRU{ABUISEMAROMINYAIAAN
918114]&191]9‘1 Accrued Expense LﬂMIﬁNWTLUmeUiﬁJ'mUﬂmﬁﬂanHSQTSm NHeIR]
M9 Accrued Expense H‘ISQGLﬂmTNmmmLﬁ\Inﬂ%EU mmnIﬂJﬂgiUflﬁl&ﬂﬂmmﬂ

& zop
=&
o
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K.k Corporation
Statement of Financial Position (Balance Sheet)

December 31, 2010

Assets Liabilities and Stockholder’s Equity
Current Assets Current Liability
Cash.cooeeeeeeeeeeeeeeeeeen. $40,000 Account Payable................. $80,000
Marketable Securities......... 10,000 Note Payable...........ccccc...... 100,000
Account Receivable............ 220,000 Accrued Expense.................. 30,000
Allowance for Bad Debts...(20,000) Total Current Liabilities................... 210,000
Inventory......cccceevecvvvennnennn. 180,000
Prepaid Expense.................. 20,000 Long Term liability

Total Current ASSetS....evevvvvveunnnnen.. 450,000 Bond Payable, 2010.............. 90,000
Other Assets Total liabilities......ccccceeeeerrrcneeeeenne 300,000
Investment.........c.ccoeeeeennen. 50,000 Stockholders' Equity
Fixed Assets Preferred Stock™................... 50,000
Plant and Equipment,.......... 1,100,000 Common Stock**................. 100,000

Less Accumulated Depreciation.....(600,000) Capital Paid in Excess***....250,000

Net Plant and Equipment............... 500,000 Retained Earnings................ 300,000

Total ASSetS..ccceeeeeeeerecrrrrsnsessnennanns $1,000,000 Total Liabilities and

Stockholders' Equity........ccceeeeeennee $1,000,000

*Preferred stock, 1008 par value, 500 shares
**Common Stock, $1 par value, 100,000 Shares
***Excess of Par for Common Stock

ARMNRANMIS  NSUMMNAVIISYIS{SNJUY[ANIU  9,000,000$iRUAY
I9:918M00,0008 RUANM S 1100,000$ MgV NMATISY LGﬂjiUfﬂIg]fbm‘ﬁ
U]sauRMamy ShMIGIEISIFA{ABUIS 9 Preferred Stock HAMURJ[F VYA
NSRS GG UMMAMNAYSNISIUMANTD #0,000$ IRUMSHANMIM AN

sanis:Gss doow§ainnon§aigonand ghtm:ﬁmsm Common Stock $

ma
A
0,000 fRumSEAlMILATANIS:900,000 wfAlRomEAigoRAn NSSSUW

o

0

O
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Ruibms $VE0,000 IAIUTITN Capital Paid In Excess Iumsyn nmmﬁﬁgﬂnﬂﬁtﬁs
R Stcgwytmﬁjmgm fUHN S’Iuﬁimfﬁgn’im:“}
100,000 Shares, 18 par value..........ccceevennenen. $100,000
2.5 Capital Paid in Excess........ $250,000
3.5$ Price per Share................. $350,000

tsiqhugnim S$MO00,000iN Retained Earning

-1 Ras§RRIRES Net Worth
[TV UM AU SRA Preferred Stock NUINENE Net Worth T Book Value IS{EU)S
IRumsSU MMMt My

Total ASSELS....ccevvvveeieiiieeeeiiieeeeeeeee e 1,000,000$
Total LiabilitieS.....cveeveveeeereeeeeeeeeeeenne 300,000%
Stockholder’s Equity.......ccccccerveneneennee. 700,000
Preferred Stock.......coovvevieieieiciiiienene ($ (50,000

Net Worth assigned to common stock.....650,000$

Common Stock outstanding.................... 100,000 shares
Net Worth or Book Value per Share....... 6.508

BB aku MY SIGiua Common Stock 18 3.58 ITTWRH GJINS Net Worth fRYWU)S
9.60$

-5

MNAANMBWMSMIN WMIANIS Market Value & Book Value per Share f&ﬂUcﬁj
9EEQ:

Market Value Book Value Ratio of Market Value
Corporation Per Share Per Share to Book Value
Microsoft $107.50 $5.60 19.20
Pfizer 109.75 6.90 15.91
Colgate-Palmolive 86.12 7.65 11.26
Oracle Corp. 24.50 2.85 8.60
Monsanto 56.37 7.95 7.09
Farah, Inc. 7.75 8.00 0.97
Birmingham Steel 15.12 15.95 0.95
Poineer Standard 12.87 15.65 0.82
Nigara Mohawk 12.00 15.95 0.75
Woloham Lumber 11.75 16.65 0.71
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.M. ieesrNEiemNesRsITs
i unins i wminiRumsnwmInNUmNAG g MIHEFICASI NN UE

IUSNTRHINSNWMIANM Historical Cost IRUNNISULMIYWANNSYWESSETM Plant
and Equipment & Inventory IRUNBNSATIUUIMERISAIIRuh s Fengrudyhinuhaimi
i sanumimansihigiaimy  isiahgoenpviapushsanniswwing
i ( Financial Accounting Standard Board) MSIBMEBNURINURJAYUSE INGIATIU
'§swmmswyﬂmemmﬁﬁmmfnw%msm:ﬁﬁﬁﬁﬁmmnﬁ%g Inventory RUMS
minuiRunshfdinmifiaigiig Wiwdim: Plant and Equipment Afinswaihan(ayt
n:ynAnshitn hywashitipsBapfnsaignamsmifanadamis  Historical
Cost IS1G 8B RIMBISIWMIANY

-'u

¢
¢

M. SENESFRIRNBRB NGNS NS (Statement of Cah Flow)

1IS1g198G6N HARSIMARALNISWINSTIiATINWMIANGUS MGMATR VNS
A sadinmeiqwminn dhgpwivtiinins  muiankiduuiamhiow
minouRMtMAAEE R 81 modnsmAmARLESTEdRiThimen Sing
mNhaME S InwmIANMASAN U EYARTEIFIN Accrued Method IURTAMNIS WA
gipm:iRusamwinsapupimssguanuShmsmianiniRuhiAaighingh
iwismsAarnwinAighiRuggumsishnuamiss  2NIANRN{RAYTISHANS
MINAGSS $900,000 IRUEMIAYHATESEMAIS :MIAAMINWAINNANNISHY]
winwhwmsminamhhGanuanuinuitu§Smi NS UAMWMIg RN NG
pworigiSsnsmseguisigiwy  UASHMINAIN:PRMAI:INUMiZIN M
ggrumswatiniamisimwiusgumse NUIRGGUMSUW  Accrued
Method IUEUANNISUIESMSARIMENT AN 1G] Aig

IMWMIMNGUIANGMA  QSUANWMHFRHATSI ARIQWMIANMASAN U
3 mnhangmidpgithansima ttﬁwﬂﬁmﬁﬁmmmém%msﬁm'ﬁ‘}mémﬁ}fﬁnﬁ
milingifgwaisifotmusiunawivhiocamanna y §m auaian- sTHNRRY U
wrteli§misiunaidaniduiguig)ad

0-9 TG BBINES MRS VBNIENTGING
IMWMIANGU NSRRI SiukicAthmA
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- GUINGIMANSEANURYMAURURMI ( Cash Flow from Operating Activities )
- GRUREN ULm A SYAN A ga NiSUNa ( Cash Flow from Investing Activities )

- GRUSIWN ULm ASYANIA ga ﬂiﬁi@f@j ( Cash Flow from Financing Activities )

0.9.9 SV ENSINHMREHOSHEMOBHSFMS

Net Income
o
Depreciation
- |
Increase in Current Assets
~ |
Decrease in Current Assets
-
Increase in Current Liabilities
- |

Decrease in Current Liabilities

l

101

l

Net Cash Flow from Operating
Activities

i an]eg Indirect Method HUNSRUAMIAANS CUSNGIMANSEATIAYMN
WAUAMI NISRUNSARMIANIRGONIMY:

- mﬁigﬁﬁ Net Income

- sguAnMITINEATMIT WSS SMILIGMIS AN G{MATS
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- gguanUImMnASISIRIS{E N AYMMNPM ¢ SN WHUSWaNGIMA

¢ ¢ UANUMIMAG:IS{ENjURYMMIG UM SUANG SINWIUIRSANG{MA

¢ G UANUMIBASIEIMISTANUIUINUEMMISGUMSNWUIgY

o al

¢GUANUMIMNAGISTANUIWINUEMMIRAMNGIMANRIA

K.k Corporation

Comparative Balance Sheet

Year End 2009 Year End 2008

Assets
Current Assets
Cash. ..o 40,000% 30,0008
Marketable Securities...........cccceeeeeiiieeeeiiniieeenee, 10,000 10,000 Account
Receivable(Net).......ccovvveevieecieeeieeeeen, 200,000 170,000
INVeNtOry.....cooviieiiieiieeeee e 180,000 160,000
Prepaid EXpense........cccoeveeeieenieeniienieeieecieeeee 20,000 30,000
Total Current ASSetS.......ceeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeenenes 450,000 400,000
Other Assets
INVEStMENL.....uuiiiiiieiiiiiiiiieiiie e 50,000 20,000
Fixed Assets
Plant and Equipment,...........ccccoeeevieriieiniieciene 1,100,000 1,000,000
Less Accumulated Depreciation............c.ccue....... (600,000) (550,000)
Net Plant and Equipment............cccccceviiiiiennnnnne 500,000 450,000
Total Assets $1,000,000870,000

Liabilities and Stockholder’s Equity

Current Liability
Account Payable...........cccoeveveiiieieieieeeeeee, $80,000 $45,000
Note Payable.........cccoeviieniiiiiiiieeieieeeeeee 100,000 100,000
Accrued EXpense........ccocveeeeieeeciieencieeeiee e 30,000 35,000
Total Current Liabilities.....ccccoereriiiiiiiiiriecececececeees  ceveerenenene 210,000 180,000
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Long Term liability

Bond Payable, 2010.........ccccoeevieviiniieieeieeeeeee, 90,000 40,000

Total liabilities.....ccccerrrreercreescnccscnnesscnsessnsessassessassssnsasens 300,000 220,000
Stockholders' Equity

Preferred Stock™ ..o 50,000 50,000

Common Stock™ ™ ........coooiiiiiiiiiiieeeece e 100,000 100,000

Capital Paid in Excess***...........cccooviiiiiniennnnns 250,000 250,000

Retained Earnings..........cccocceeviieriienieenienieenenne, 300,000 300,000

Total Stockholder's EQUity......cccceeeeercssnrcscercssnrcssnnscsenns 700,000 650,000
Total Liabilities and Stockholders' Equity 1,000,000% 870,0008

Cash Flow from Operating Activities

| Net Income ( Earning after TaxXes)......overeeriieeiieniieiieiie et $110,500
Adjustment to Determine Cash Flow from
Operating Activities:

Add back Depreciation............c.eecveereeeeieeniesieenieenieenn 50,000

Increase in account receivable............c.cccunee..e. (30,000)
Increase in INVENLOTY......c..eeeveeerveeerieeeiieesiieenns (20,000)

Decrease in prepaid eXpenses........cccecveeeeveeenneen. 10,000

Increase in account payable...........c.cccveruveennennne. 35,000

Decrease in accrued eXpenses..........coceeeveeeevennee. (5,000)

Total Adjustment...........cceevveeriiiiieniieieeeie e 40,000
Nat cash flows from operating activities..........cceceeveerieerieesiieenieennenns $150,500

ifundnhakmni{Ruu]SMOUIRAMS Operating Cash Flow M $9¢0,800 IBUMNS
BSthi Net Income {BEISMINtmMIANTE $990,200 AGROIN AV SAMIR Ut S
in:fio §h mismiugnadmésmungnidsialinms Operating Cash Flow 5
Operating Cash Flow ®1SMIG UMY SINUHAAvARTTIMIan sMifiouamibms
n{fAncAgmniRga g aiduianiansins gubmizsmising misiuna ylhimes
uiguig)a
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.91 SBMENGIRANLEHRRHEMASTiEnNS
CUSIENGIMANSEAT AYMAISINAN S sy A ¢ shidungmniSiunaits:
npuiihahmismodantligianhs ymidmAanvimhsiRucinsy mifsigiis
mitSiunadamimniimaresimimag:inAnmidimisgumSUANg S

ASmAGIMANMUMIGUMSIUANGS

ASgmniahi|my:
Increase in investment ( long Term Securities)..........ccceeveerceeenueenee. ((30000%
Increase in Plant and Equipment...........cccoovieniieiieniieeiienieciees ((100000
Net Cash Flow From investing activities..........cccceevverveenieenveenieennnenns ((130000$

[ ]

M.9.00 SRBMENSINAMLBHASATMOLIRSH

al

hnign  FmisimwminhouiansimaiRuhuinmisagmaviimiaiuandi
nghgigd angmatiingnsminaghinmiun Mg antilty @nnimphﬁw:mm
it migmﬁmmnmmm Common stock and Preferred Stocks Si f migNa AEIHIUNES ﬁLﬁ
iR gtg)auaniingy dmiNAGSTRIUA AN SIRgA R MIUYUSiuangs §h M
sgrumssimignamhiuamioiiy  IRUEvISMSs§UNMWoRIhmMIgNS
ol 81 migyhmamatmidimags

iwminh adimum M miuagmatiininuaEvns

Increase in bond payable............cccccvevvevierienrierrenenen. 50000%
Preferred stock dividend paid..........ccceeveeiieninrnnnnnne. ((10500
Common Stock dividend paid..........ccceeeevvereveennnnnns ((50000
Net cash flow from financing activity..........c.ccceeeennnee. ((10500%
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muamMiBhsuuiiAAhHAIERE NS GUMSINWMIANGU N ANGMARGOR
imy:
Cash Flow from Operating Activities
Net Income ( Earning after Taxes).......ccveevverierieenieeciieiinie e $110,500
Adjustment to Determine Cash Flow from
Operating Activities:
Add back Depreciation..........cccceeeeveeecieescreesieeeriesneenns 50,000
Increase in account receivable.............c.c..c......... (30,000)
Increase in iINVENtOrY.......c.ccveevieeecveeeieeereeeveenns (20,000)
Decrease in prepaid eXpenses..........ecueevereveeenns 10,000
Increase in account payable.........cccceveeerennnen. 35,000
Decrease in accrued eXpenses.........ocvveeeveeenveenne (5,000)
Total AdJustment.........cecueveeeeeeierierieeee e 40,000
Nat cash flows from operating aCtiVities........c..evveeeverveereeseereesieesreesreesveenens $150,500
Cash Flow from Investing Activities
Increase in investment (long Term Securities)........c.ccccvvevveerrvennnennn ($30,000)
Increase in Plant and Equipment.............cccceeuveeneen. (100.000)
Net Cash Flow from investing activiti€s.........ceeeverierierienieerieesieeiieee e ($130,000)
Cash Flow from Financing Activities
Increase in bond payable...........cccoccievieieeiieiieenen. $50,000
Preferred stock dividend paid.........ccceevveviveerireennnn. (10,500)
Common Stock dividend paid.........c.ccccvvevcviercreennnns (50.,000)
Net cash flow from financing actiVity........c.ccceeveerieeserienieriere e ($10,500)
Net increase (Decrease) in Cash FIOWS.......ciiiciiivrnenicccsssssnnnseeccsssssnnnns $10,000

AR ensinige
BN RAMA S MIRAIG

mAigife IGamwEy N UEWwWmMUISHEUS:(§0]

(Fixed Assets )9 itiRG: UM ANNISPNMWWARTAN: INURAIGMAGAN U 1T whSH)

iquminamuilimsaapmsi
msﬁmamsmssmmmsawﬁmm
MIVAM ANGIMARRHATT iwifm e
in: 84 UhNg $9,000 Shtsmiuln

NEUTURTIAN GG U ANGIMAY 1w
iU $&00 iuwmsnwmuinuEg s ams
s agiton:ist 8 S{MAGANUYSINUMA
S $MOO0 4

N
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Yearl
(A) (B)
Accounting Flow Cash Flow
Earning Before Depreciation and Taxes..........cc.cceveee. $1,000........cmierererereieeere e, $1,000
DEPIECIatioN. ....cvuvevevevereriecieiereiieeeie et enneas 100, 100
Earning Before Taxes...........cocoevvieeeierniiecnrniceenenes 900.......o e 900
TAXES. ..t 300 300
Earning After Taxes.......coovveveverririrerereiniireeiereissese s 000......ccreriiirierereieere s 600
Purchase of EQUIPIMENL........ccccoeueieieieieieiciceieeeieeee ettt bbb b nenan -500
Depreciation Charged without cash outlay...........ccccoeeeriieennneee e +100
CASH FIOW......vviieiecieiiicicece ettt bbb $200
Yearl
(A) (B)
Accounting Flow Cash Flow
Earning Before Depreciation and Taxes.................c........ $1,000.......ccciiiieieieee e, $1,000
DePreciation........cceeevieriieeieeieeie et LOO.c.eiiiie et 100
Earning Before TaXes........ccooeerieiieieeieee e 000... e 900
TAXES . eeeueeeetee ettt sttt et 300, 300
Earning After TaXes......ccccvvvereieerieeiiieeriie e eeieeieesvee s 600..... i 600
Depreciation Charged without cash OULIAY.........ccccverieiieciiiciiee e +100
CASN FLOW ...ttt ettt ettt sttt et e s ae s teeae et e sseeseeseensenseeseeseensenseeseeneeneas $700

&. Free Cash Flow
MAJDN Free Cash Flow [N IO IS 1A g6 :UiR]S519 8 809 Free Cash Flow [§i
MSAMNAYTORIMY: |

Cash Flow from Operating Activities

Capital Expenditures

Dividend

Q

GEJJSFISIS Free Cash Flow me3jHA ﬂﬁtﬁs T nominiSiunadsifivia
AoiamiduTnanansimatsiduuiian
Samuwihyuisibami: fauTmilgims "wmjnumi HYMAYMISIGIMNY YRS
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Free Cash Flow MG3janiiinguigemidiunatdiignig)aliumodjmsugmadionm
msids
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9.9.9 Cost of a Tax-Deductible Expense

HRinT mﬁi[ﬁSBﬁS”’]TgUﬂUJfﬂBﬁSWﬁULUéSSWSHﬁLUTLIﬂﬁé i i'r‘ﬂfiU§LUﬂ§
ﬁimemLmﬁﬁmuanHmsmsz ﬁiuﬂﬂ?lﬁiﬂf‘liﬁﬁﬁms TFﬁLU‘I i2 RGBS
%LﬂﬁtﬂSB’]S”‘lfuiﬂﬂmim”ﬁUﬁﬂgikﬂUJST?le“lSleumﬂmim[‘mnuiﬂnﬂmU@ﬁﬁUﬁ f

s ifidanwminhamuidiamcnsmifioamibninsatgme:

=

4%

l/

Corporation A Corporation B
Earning before Interest and taxes....................... $400,000................... $400,000
INEEIESt...evveeeeeeeeeeeeeeeee e 100,000........ueeeeeeeenne. 0
Earning Before Taxes........oocvevveercieenieeceeeeveennen. 300,000..................... 400,000
TaXeS (40%0)...ueeirierieireeeiee e e 120,000........c.oeeen..... 160,000
Earning After TaXes........ccceveeeevierieecieeneeeeee e 180,000........cccccovvenn. 240,000
Different in earning after taxes.........cccevverervieniieneenieienienens $60,000

b mous:ipsuis A msmivimuaAdshifivd)s B Ahwhtighmsian
NEUIMAGANUIMTENgie Ansialinn:igiR UM SRUNARG U MNGIMATUL (AU
nsishwiumnakimy
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Corporation A Corporation B
Earning before Interest and taxes....................... $400,000................... $400,000
INtETESt. .o 100,000.......cceviieeiiiiieeeeens 0
Earning Before Taxes........cccccevcvvereeeerieesrieeecnnens 300,000.........cccuveene. 400,000
TaXES (A0%0).uueceveeeiieeeee e 120,000........ccooeen.... 160,000
Earning After Taxes......c.cccoveerienieneeiieeeieeee 180,000.........cccovune.... 240,000
Depreciation add back...........cccevevvevciiincrienrienn, 100,000......ccccceeriieniinieennen. 0
CaSS FIOW....ooiiiiiiiieeeee e 280,000........ccceeeuneee. 240,000
Different in earning after taXxes.........cccceeeeeeeerierienieseeeeeeenee, $40,000
TrreJeee
Winh

9.1 U Ay RIS WMINNMATIANMANUHYTIS GR, Inc.

Selling and Administrative Expenses................... $50,000
Depreciation eXpenses.......c.eeeeeeveeeeeruveeenieveeeennnenns 80,000
SALES. ettt ——— 400,000
Interest eXpenses.......c.uveeeeeeerriiiiieeeeeniiieeee e 30,000
Cost 0of Goods Sold........eveeeeeiiiiiiiiiiiiiiiiiiieie, 150,000
Taxes EXPenses......cceeeeevuiiiieeeieiniiieeeeeeiiiieeeeenns 18,550

v.ijudéhfepisinwmiamAGIANMANUHYNS KK Ine. IBUAT2HANSMI
AN idgiegumSIMATIMNMARYWTANMATU]S (Earning Per Share)

Sales....ocvereeieeeeeeee e $600,000
Share outstanding.............ccceevevvrerienenens 100,000
Cost of Goods Sold........coovvvvevveeeenene. 200,000
Interest EXpenses........ccovevveeverieeeeennennen. 30,000
Selling and Administrative Expenses......40,000
Depreciation Expenses..........c.cccoeeuenenee. 20,000
Preferred Stocks Dividend...................... 80,000
Taxes EXpenses.......cccevvvverieieeeenieniennn. 100,000

m. mmﬁ S 1Bc MSUATR]IAIEYSUIEIA (Financial Textbooks) 5§S 1,500 ATENIES

D? °

ZL"-IID?
——

@;aawnﬁmtu $84 %mﬁnnmmﬁmwawnaﬁ 20114 tmjﬁmmhﬁms wsigify
RYWANU $63‘INHJN Wi "][ﬂHU] SH1S Selling and Administrative Expenses US“S $2,000INHJ
moig)enaananigniiwnsmaid)hanhmid miagtialis: 1t uigs{AvUis 1B

MSZ{MAIAGSS $50,0008158 09 vAN @201 IRUARMSMIVAMINAGSS 10% IR

odlb

mimASh{mARspigNAISIGhEIAIGE mo 26 GIW09IHMNSIS 20%1AN:{UGIE)
H8TSS $5,000

<t

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen



M REN anAigniwaEgnny
By snsmiuiaimAasianmitdus 2jubinwminhimAGinnmak dhitu
vl ?

G. Carr Auto Wholesalers B1SMIMUA (Sales) 5SS $900,000 AkE Woomiiwigifisms
5SS 65% ISMIRUAIS:Y Selling and Administrative expenses B18GS89%ISMIUATS IR
1:18658810,000 SAMWAMIMALNUYWEF$8,000 HFW ASIUVFHUISNSESS 30%

- AN Earning After Taxes

2- LUfGSfﬂLﬁHmSGWSﬁﬂJHﬁLﬁGJ' Chida OfﬁmfﬂﬁﬁﬁSW@FﬂTfﬁﬂJ’H]SUGﬁmﬂGﬁé
5] niﬁm GLU AapaIman Ao SUMNA Lﬂ[f] SinUiﬁ S Selling and Administrative Expenses $§113 N12%

ISMIUA  (Sales) 1812 Sales MGIASRIIGSS$1,000,000 IRUMIASIEIMISMIUAUIgHIS:

i—ﬂGFﬂnU‘ngmegiuHHn[}wUtmo%tS
iQemunkaminuiRunSIswsids

nidRsiRuaunimsmigimaviguitiwsamwmimas
1S12IR059 ANNS) Earning After Taxes 19]RIMIUIWUEN NAS

nsuiismAdinnmiRidie 2

sales IMiiwdamwison: gaisinitnia
hagustha§indsidinotinmaiminue
ROU $15,000i01WH{NNG

W
SHIVEUHALY Hood TNIRN

Ag
=8
fUR

& UIMAMFIUOMNAGMINRIMENNME Current T Noncurrent:

Retained Earning
Account Payable
Prepaid Expenses
Plant and Equipment
Inventory

Common stocks

Bond Payable
Accrued Wage Payable

Account Receivable

Capital in excess of par

Preferred stocks

Marketable Securities

B ub AN WmMINNMAGIAN M NYREHIME UG

Taxes Expenses

Shares outstanding
Interest Expenses
Depreciation Expenses
Preferred stock dividend
Operating Profit (EBIT)

Earning per share

Earning available to common stock
Earning Before Taxes

Earning after taxes

Cost of Goods sold

Selling and administrative expenses

agithwyusipuiphi 48
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Sales Gross Profit

n.usmAtiimaRoaisivamu s smiAsigii T SwHisounms|ma

Increase in Account Receivable Decrease in Prepaid Expenses
Increase in Note Payable Increase in Inventory
Depreciation Expenses Dividend Payment
Increase in investment Increase in accrued expenses

Decrease in Account Payable
G. Harrison Ford Company HIS{M AGIAN m[pﬁuﬁmmh_( Operating  Profit )18 5 SS
$200,000 GAM wmim A (Interest Expenses )iy Ujgfl ¥ $8$10,000 MAMNA fUNU Preferred
stocks H18G58$18,750 SHMAMNARNY Common stock 12 RIS NatS§S8$30,000
NSH Sé%S $61,2509 Harrison Ford Company 18 share of common stock outstanding U%S
20,000 A 4

A. AN Earning Per Share 8% Common dividend per share fINU{AYHU]SIS: ?

21865 SIASIEINIS Retained Earning M1SUQSAINUAGIHG ?

u

€. Johnson Alarm System msqsmﬁﬁmnm (Retained Earning) 6%8$800,0008ﬁ§§[ﬂ9f8
{1 8 W00DY MAMAIRIMS§NANSESS $60,000 AREIV00D JhMS{MA GIANM
ﬁﬁgﬁwoodmsﬁgs%m,ooo y 1ﬁ6§sLmﬁétmmﬁ?ﬂlﬁgﬁlﬂoobmsﬁ@s 2 AANS
Earning Per Share LUfG 310 Share of common stock outstanding H1 S{ES“S 50,000 §J gﬁ ?

90. [{BUIS Roger Corporation B1S{MATANMNE FU( Gross Profit)G§S $880,000 841G am i
10N:6$8$360,000 IIW{RBUTS Evans Corporation A S{MATIANNHUGSS$880,000 81
Suwstamuwiinn:5gs $60,0009 Selling and Administrative Expenses f0NU{HU]S G101
NSGSS $120,00000NU{ABUIS AUNIULSMHNSWISTSS GO%GIAMN T ANG
[MARINUIRYTIS SR 2

99 1 ubmaIumMNRgNMIZn SR
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Accumulated Depreciation...........cceecveevereeneeneenieeniennnnns $200,000
Retained Earning...........cccoecveiieiieiieieeeeee e 110,000
(O T-] o TR 5,000
Bond Payable..........cccooiiiiiiiieee e 142,000
Account Receivable...........ooovvvvviiiiiiiieiiiieeieeeee e, 38,000
Plant and Equipment-Original Cost...........ccccevervenennene 720,000
Account Payable..........cccoeeveiiiiiiiieieeee e 35,000
Allowance for Bad Debts........ccoouvviieiiviiiiiiieeiieciiieeeene 6,000
Common stock, $1 par, 150,000 shares outstanding...... 150,000
INVENLOTY...eeviieiieeieeie ettt s 66,000
Preferred stock, $50 par, 1,000 shares outstanding......... 50,000
Marketable SECUTILIES. .....ccovuvvviieeeiireeeeeeeeeeieeee e 15,000
INVEStMENT.......oooiiiiiiiiiiiiiiieeeeeeeeeeee e 20,000
Note Payable........cccoeeviiiciieiie e 83,000
Capital paid in excess of par (Common Stocks)............ 88,000

9. The Holtzman Corporation ¥18{§6)] ﬁjﬁjij (Assets) G%S $400,000 Uﬂ,{] fudung(Current
Liabilities) 118688 $50,000 GANFUIW:INGUIHE (Long Term Liabilities)11SG§S $100,000
RMYWMERIRIAYUISYS Preferred Stock G$8 $40,000 S¥HS common stock outstanding
§$8 20,000 fUSAH

- AN Book Value ( Net Worth) per share?

3- LUfG' SO $22,000 earning available to common stockholders i wﬁ’wmﬁma
U]8IS:HS Price Earning Ratio 6§8 9&RRY AANSIZUGYSISTANMAT)S ?

A-A0N N1 LUT"LE]U%S Market Value Per Share m%w Book Value per share ?
9M.Bradley Gypsum Company HIS{FF] NHJﬁ(Assets) 6§S$1,900,000 ﬁﬂ,ﬂ fU ( Current
Liabilities ) §§8$70,000 88UANUIW: 10U (Long Term Liabilities ) 5§ 8$580,0004MN YW
MRRIRIAYUSH18$170,0008 Preferred Stock IRFUMSIMNFURSHYS common stock G§S
30,000 FUSATISISUA

A-ALW ST Book Value (net worth ) per share

S- LUfff sifens $42,000 earning available to common stockholders iU Wﬁﬂmﬂfo&LﬁH
U]S¥1S Price Earning Ratio 6§8 9&RH annSigugyjsistanmanis?

¢

A-ANST mmj 1S Market Value Per Share CamYy Book Value per share?

'LU—LUEGS L’nmmﬁ SHISVRAUIS Market Value per share sansn P/E Ratio?

o U]

9¢G.0nUIGE Mo 121 g W0OO® MNUANIMIAS{AYNIS Gardner Corporation

< 1

)
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1S ﬁuﬁ AR imu:
Current Assets Liabilities
Cashu.uoocveveiiieeeieeeen $15,000 Account Payable................. $20,000
Account Receivable.......... 22,500 Note payable.........ccceeeunenne 30,000
Inventory.......cccceeveeeennennne 37,500 Long Term Liabilities
Prepaid Expenses............. 18,000 Bond Payable...................... 75,000
Fixed Assets Stockholders’ Equity
Plant and Equipment (gross)..375,000 Common Stock................... $112,500
Less: Acc., Depreciation...  (75,000) Paid-in-Capital................... 37,500
Net plant and Equipment.. 300,000 Retained Earning............... 118.000
Total ASSetS.....ccouvvvveeinnn. $393,000 Total Liabilities and

Stockholder’s Equity........ $393,000

MIUA (Sales) AONUFGWO0F B1STSS $330,000 ENYLW Cost of Goods Sold G§S60%
[SMInAY Selling and Administrative expenses H1 86§S$33,000°] Snmuiinn: ( Depreciation
Expenses) B1S5$S10%IS Plant and Equipment ( gross) SURS{MIGAMWaINGMIEMA
(Interest Expenses )iL'lQJL Note Payable U%S 10% G0N ﬁﬁ"li‘[@ﬁﬁcjﬂt‘f Bond Payable H sG SS12%
A smuimarmuminhantgiuooonsHmNgG§s20%4 §58%2,000 tm#A
ANARINY Preferred Stock [AISGAMWEHR $4,1006AMWANUMAMNAIT common stock
IRUMSINITMIARAGRE V00N UBHENGIMASH Prepaid expenses BSHISMR{UIY
(U4 Account Receivable 84 Inventory NSMIASIFINGSS 20%1 MAISTRImsImSiss
Mo 125 @VOONMSHIN $60,0009 Account Payable H1SMIIASIEINGSS 30% W Note
Payable ¥ SMIASIFIGSS $10,000 8§41 Bond Payable NSMIHIATGSS $15,00091158F M9
123 §1WOO0FIY Common Stock and Paid in excess ESHISMIAUYNIIS

ﬁ-‘iﬂUﬁ Income Statement 691 U@ [Gleloly!
8-ﬁjUé Statement of Retained Earning fU ﬂiljfcijlﬂ oofl
ﬁ-TﬂUfi Balance Sheet ﬁ?ﬂﬁ@lﬁ 009

9 & HUBINWMIMNGUNANGIMARNUHYUS Crosby Corporation I[N ATNU
mipn2RImy:
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Crosby Corporation
Income Statement
For the Year Ended December 31, 2007

SALES...ceuieiieeie e $2,200,000
Cost of Goods Sold.........ccceeeviieviiiiiiieiieeieeee (1,300,000)
Gross Profits........ccoceeeeeeeeeiiniieceeene, 900,000
Selling and Administrative Expenses................ (420,000)
Depreciation Expense..........cccccveeviieniiieenieenen. (150,000)
Operating Profits (EBIT)........c...c......... 330,000
Interest EXpense.......cooovvveviiieiniiieeiniiieeeiieeee (90,000)
Earning Before Taxes ( EBT).............. 240,000
TAXES . veeeneieeieeeee et (80,000)
Earning After Taxes........cccoeeveeeeveeennnn. 160,000
Preferred Stock Dividends..........cccceoveeiieennennn. (10,000)
Earning Available to Common Stockholders.... 150,000
Shares Outstanding............cccceeevieeriieniieninennne. 120,000
Earning Per Share...........ccccooevvivieviivieieieeenne. $1.25
Crosby Corporation

Statement of Retained Earning
For the Year Ended December 31, 2007

Retained Earnings Balance, January 1, 2007..................... $500,000

Add: Earning Available to Common Stockholders,2007... 150,000

Deduct: Cash Dividend Declare in 2007.........cccceeeeeennne... 50,000

Retained Earning Balance, December 31,2007................. $600,000

Crosby Corporation
Statement of Financial Position (Balance Sheet)
December 31, 2006

Assets Liabilities and Stockholder’s Equity

Current Assets Current Liability

(OF:1:] o TR $70,000 Account Payable........... $250,000

Account Receivable(net).....300,000 Note Payable................. 400,000

Inventory.....cccceeeeevvveecieenns 410,000 Accrued Expense........... 70,000

Prepaid Expense.................. 50,000

Total Current Assets........... 830,000 Total Current Liabilities............ 720,000

Long Term liability
Bond Payable, 2010........ 70,000

Other Assets Total liabilities 790,000

Investment...........ccceeveeneen. 80,000 Stockholder’s Equity

Fixed Assets Preferred Stock($100 par)........... 90,000

Plant and Equipment,.......... 2,000,000 Common Stock(1$ par)............... 120,000
Less Accumulated Depreciation.....(1,000,000) Capital Paid in Excess................. 410,000
Net Plant and Equipment............... 1,000,000 Retained Earnings.............c.......... 500,000
Total Assets.. «.$1,910,000 Total Liabilities and

Stockholders’ Equity............. $1,910,000
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Crosby Corporation
Statement of Financial Position (Balance Sheet)
December 31, 2007
Assets Liabilities and Stockholder’s Equity
Current Assets Current Liability
Cashu.cooeeeeeeeeeeeeeeee, $100,000 Account Payable........... $440,000
Account Receivable(net).....350,000 Note Payable................. 400,000
Inventory......c.cecvvevveenenenne 430,000 Accrued Expense........... 50,000
Prepaid Expense.................. 30,000
Total Current Assets........... 910,000 Total Current Liabilities............ 890,000
Long Term liability
Bond Payable, 2010........ 120,000
Other Assets Total liabilities......cccceeerrrneenee. 1,010,000
Investment.........ccccceeeeennen. 70,000 Stockholder’s Equity
Fixed Assets Preferred Stock($100 par)........... 90,000
Plant and Equipment,.......... 2,400,000 Common Stock(1$ par)............... 120,000
Less Accumulated Depreciation.....(1,150,000) Capital Paid in Excess................. 410,000
Net Plant and Equipment............... 1,250,000 Retained Earnings............cc......... 600,000
Total Assets.. «.$2,230,000 Total Liabilities and
Stockholders’ Equity............. $2,230,000

99 IWITINWMIAN 1MIUGIAANS) Book Value per Share {INUFIW00D §8 W00 2

it mumni I ITGIANNS) P/E Ratio INUEND{HYUISNS Market Value 3.3 B
1SBV 2007

9G. Rocker Paper Company EﬂSmelﬁfimﬂ mU@ﬁﬁUﬁﬂggfj (EAT) 6%8 $580,000 ﬁﬁ@j
woom MYWTANMAUSIRIN A (Share Outstanding) BGSS 400,000 share 9 tsﬂ‘%’g?}
09 uAN @ Voocvvismsin:uiguipnmatistiss 35000 t§auiguig)a
wanianseguMANUAUEMINNIS:MSTIM2) EAT nisMitASIgIRGSS 25%
uiguig)a

fi- AN Earning Per Share MﬂU@ ©vwoom
2- MANRKY Earning Per Share f{mU@j UJeJo]<

9 8. Alarm System B1SUS{MAGIANE (Retained Earning) G§S $850,000 1iGF Mo i2g @
WoOos 9 (ABUISMSGNRMAMNAZJIF common stock GSS $50,000918) WOOF Sns
ySIMAGIANMGSS $630,000 NF GUEIW00DY IR{MAGINEIUAT Johnson Alarm
System B18GSSUSNZVOOM? JGAANS EPS {URSM{UUISHIS Common stock
outstanding G $8 10,000 fJ§FA ?
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190. Nova Electric SANAIMNT SUQINGMADSYAduAuaminnnssss $6,000,000
O DRHIMIGAMWESS  $1,200,000 Rinaibifvg siddimpmiuaapithama
ANARINY common stock [N SANAIANNSTSS $400,000 SUMANANNY Preferred Stock
N8GS$S $550,000

A-AANS) Free Cash Flow fINURIVW0O0E ?

2- 1IN SIMUFRUHA ?
Y 9. Elite Trailer Parks ¥18 operating profit U%S $200,000. S 0M wmith A Sé%S $100,000
MAMNARINY Preferred Stock N1SG§S $18,750 8§81 £0NU common stock «sG§S $30,000

SAMWIlMITANSNSTSS $61,250 {ABUISES Share of Common Stocks G§S 20,000 & §
A9

- AN EPS SY Common Dividend Per Share?

al

g- 10y Lmﬁﬁm,ﬂ mmmmam ssmiiA SIGJﬁUSTS ?

WY.BL Electronic Y18 Current Assets §$8 $320,000 811 Fixed Assets GSS $640,000
Current Liabilities B’]SfJ"%S $90,000 SY Long Term Liabilities U]Sé%S $160,000 1 fﬂ’t;lﬁ'@
ﬁfﬁ‘fﬁi[ﬁﬁtﬁ‘ SHS $90,000 NAIIUES Preferred Stocks 9 matﬁsm Sie UA common Stock

o

S8 40,000 fUSA

w

AN Book Value (Net Worth) Per Share?

Good Luck!!!!
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saseg)RBM
MISMB/WINS

o

<R

9-#sS M Ratio

Ratio (i SHPMantmBniuoligivaidhg muamidhdmiswgidanh
FAlmiann MG amwilbaiaiR uiswehif m?nmsahaw%sﬁém iwidhhwa
whgpanuhm s ahwitigarimmonasinwnghywisior S hwaluigna
mm’ﬁtﬁﬁmmmmmwﬂmmmmniwismmmummnﬂmmmﬂ

a

Ratio  UTiEIARIMSIM athegudusanvhwdivmisinmubuiminniue
rstisahEinsifanuh ummn s ulRuncegUWwANS SAMNNSENAGSHE
IRumns a2 msmianns) §4 ima Ratio 1N 2NUNIANINAIRUHASFUMSYWESS
$50,000 1A RYIGT THE 2 [astibhggumsuwogsis:imiuAinumssss $500,000
ISMIYA ( #18 profit margin (YN 10%) IRrIs:ASIYsMin@EgAciRugwig
Inwasindhegumstssisis:iminuatss $5,000,000 ih{HUAMUESHMSAI
inmdannianshwaniahegumsia 1% adigm: UQUANSAANGN UM
ratio ARGNWIGEALAFIN MUY UIH)UNgRuthywmisonshwinytisiieltn
AgRUIASRUaAYIAYW TNYWMIRREMEHUgSIUREU]ST Taminanis:Ssms
NI URRMIAN SHRMWH NS MMM SN A IvliinIuvu]s
ngmaisMIpUERIUARHENS MITmAnuigisiniop §h ghivU]sakidly

:NGSO NEUSW?JB’]SMImmﬁﬁﬁ”WmﬂﬂSﬁﬁ‘%jB’]SfﬂUifUSiSﬁ T

prai ]
3

2
55 -8

N

w2
LGI

ﬁﬁnﬁﬁmhfS“ﬁﬁLUijjUHhmm-ﬂm’fﬁﬁsﬁhSmwmsﬁdjm§s§Uﬁﬁmwﬂt’ﬂ
WV 2NUNAY ﬁmwﬁmtnmsmnmgﬁ MIBUMEgSweihis: Manuinnms
fnLnHms Dun & Bradstreet MSRUTMESSWMA 800 (YIRS 2AJNAYIRIUM NS Y
muERmnywwsain msiagumhwaniia mﬁs‘fmpﬁuﬁmmmumﬁmmmasaanﬂ U
amuiw 88 anAnispaiwmadsosmivapnt §h AnonsiidsSwit i
NBUISIhAYUNITMIAEGM{BU]S Standard & Poor 881 Moody 4 Standard & Poor ALISA
RO MIGUFSSW Computer IRUHINSILIAN Compustat JFI I MANTiAY HAMNTS
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g §4 anantenaiwd i)uiuma Ms Ju &g Swiligmintinie,ooo (REUISEINGI
Wimiey 190@‘1 Ratio Fﬂﬁ[ﬁi’m SINNSAMUIW IAN AT Internet ﬁvﬁfﬂ www.hoovers.com
FsswRhisopinsifimaantntimadamuin

Bgh AN UAVAMIU{AEU]S

ARG AISNUAM  Ratio

- {5 N EERMNENS
i fhnsmiuhion Ratio 6§SHIN 9MMUS{UIAGHT:

fi. Profitability Ratios

- Profit Margin

- Return on Assets (Investment)

- Return on Equity

2. Assets Utilization Ratios

- Receivable Turnover

- Average Collection Period
- Inventory Turnover

- Fixed Assets Turnover

- Total Assets Turnover
A. Liquidity Ratios

- Current Ratio

- Quick Ratio
\WJ. Debt Utilization Ratios

- Debt to Total Assets
- Times Interest Earned

- Fixed Charge Coverage

=

idhnsugmahaiiamsimisg
iy 88 NesiSinA  1URI)ATAY

A
Assets Utilization Ratio O SLmUﬂ EUGTﬂ mSMIﬁLUL fU' S Sfﬁ FUTAENS mmjj Siu FULDHU]

i81n ﬁLnHN Ui Profitability Ratios FIGHS a
] Skﬂ’[@ﬁﬁi&ﬂ miUﬁJLnHtﬂ SOmMIUA ﬂL‘.} II'IJfU'UJ

IDI 5oy
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SHIGFGUMS[MAN Account Receivable ﬁtmﬁs%’smmﬁ Inventory 83 AMUT{M RIS Nj8Y
Hpjni[ﬁ NI T PﬂUS[iﬂ[iJ'HJ’]hTQjﬂG‘ISLﬂ Assets Utilization Ratio mSLmUﬂ’WIﬁ it ia
[AEU)SvSGSSUDSRUIRUAVIISUA  Invemtory  SR{UYUMANTDSA  Account
Receivable ©ATN 8% AMMTMEA Fixed Assets SNUMIIAAGANUMINAY Debt
Utilization MS{MUAMARUIAITM N UwasATITAENS §h Augmnituvi)sipt
intinman Aggu i WWaLS A EREANUMIAnInm

gD AT WM ISR UEAMYWATII2ISISIUIAG Ratios SYWIRH
SiumucUingis:d  galsitna 1 gaimagudppimnRatswamiioiamd
Profitability Ratios ThGUH §4 Ugwﬁaﬁmjmm@m SIWRA liquidity 82 Debt Utilization &
numimwaimaisEismiSinauasiag daom T naRINASIRRIIg)an s
RAITRIUWA Liquidity Ratio SINTMAMAIGUEMALRNWIL{ABTISGI adyt il
sapuiwsng 8 ogyhangitugiunanomidnmmaimiiian
5innAR Bondholders B1SMIAGIAMIGMIGMN TN UIE]UThY e OaTH]R IUTU RS
[Avtls §h msmihiBuRhitndugmaSinnmitumsegumsHiiti“ Ratio 118
60 sﬁmtmmtmmmﬁﬁﬁﬁsﬂnﬁnnmmuinaﬁﬁmmmﬁﬁﬁmumh imRgRnt 1
any IgAnsmsysay 8 tgntujhmjmummsmmumngﬁ phmniimah
ally

§

&

Wun

23
X

NI ANUIRATRNHATADARHIMIERAT nventory Turnover B UMNSMIMTNAGH

amifubiEsmiuA RigARaRgNSARMITIMN A Return on Assets

°

i
2
S

GESHSEOL
wicuamibinwmianiminiuuAYi]S SAXTON COMPANY (RUMSHIU
RGN

ﬁﬁ MIA NS Ratios:
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Saxon Company
Income Statement
For the Year Ended December 31, 2007

Sale (all on credit).......c.coveeveeeeieieieeeeeeeeeeeee $4,000,000
Cost of Goods Sold..........oeeeviieeiiiiriieeieecee e, (3.000,000)
GroSS Profit......coooveeiieiiiiiiiiieee e 1,000,000
Selling and Administration Expenses...........c.cc..... (450,000)
Operating Profit..........ccccceeveiiinciiieieeee e 550,000
Interest EXPenses........cevvueeevnieeiiieeniieeniieesieeeieens (50,000)
Extraordinary LOSS.......cccceeeiieeiiieiiieecieeeie e (200,000)
Net Income Before TaxesS......uvvvvviivivieinveieeeeiiiiiinnns 300,000
TaxXeS (33%0).cuviecueeeiieieeieeeie et (100,000)
NEE INCOME. ..ot $200,000
Balance Sheet
As of December 31, 2007

Assets
CASNL e $30,000
Marketable Securities........coovvvvveeeeevivieiieeeeieeeeeeeinns 50,000
Account Receivable.........cooovvvviiiiiiiiiiiiiiiiiieeiieien, 350,000
INVENLOTY...eviiieeiiie e 370,000

Total Current ASSEtS......c.coovvvevvuvveenennnn. 800,000
Net Plant and Equipment............ccccoevveveveeecnieennneen. 800,000
INEE ASSEES. ..ot eeeeeeee e e eeeeeeeeeeereeeaeeseneeeneans $1,600,000
Liabilities and Stockholder’s Equity
Account Payable...........c.ccocvevivieieiiieieieeeeeeeeee, $50,000
Note Payable.........cooeeeiiiiiiiiiiiieeiieieceeeeeeen 250,000

Total Current Liabilities....................... 300,000
Long Term Liabilities.........ccceevveeeiierieniiiiieennnne, 300,000

Total Liabiliti€S.......cvvvvvivvviiiiiiieeeeennn. 600,000
Common StOCK.......coovvveeeiiiieeeee e 400,000
Retained Earning...........cccccoeeevieecieeiciieeieeeie, 600,000

Total Liabilities and Stockholder’s Equity............ $1,600,000

fi. Profitability Ratios

FHAMNS Ratio 18 ING{ABUTS Saxon Company TN WIFMIY] Ut Ui gd g St
ugidmnyuiguiywigSwivaiaapnagiagwhywa

Profitability Ratios Saxon Company Industry Average
Profit Margin = Net Income _$200,000 =5% 6.7%
Sales $4,000,000

Return on Assets =

Net Income $200,000 _ 17 5o/ 10%
Total Assets $1,600,000
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b Net Income « Sales 5% X 2.5=12.5%

’ sales Total Assets ° R
Return on Equity =
Net Income
. . $200,000 0%
Stockholders' Equity $1,000,000
b Return on Assets ( Investment) 0.125 —20%
R Debts 1-0.375
Assets

Qﬁ”‘li AR Profitability Ratio ‘iLUﬁTUJ'mLﬂLnHmS Saxon ’WSU@
EU'Lﬁﬁfﬂﬁl[‘lvﬂ iU[UIﬂSUSSﬁﬁuﬂﬁZﬁJ\ﬁtﬂnHiuﬂJmSuﬂHujﬁ

Returnon Assets B’]SUSS 12.5% imNﬂUSSIumH]SNﬂUZﬁm
LfﬂS‘iﬁmmmSJIIUHULdeﬂULUnUgFﬂmﬂTSZ“J
oS stagitundhasmibmnphsinmyannu

@
%

6.7% X 1.5=10%

15%

0.10
1-0.33

=15%

ANUTS Return 101
7% 4 iQsmuniam
N[UH]Sin 10% 9 18

gﬁuj%ummms°twmwmmsmuhm
giR IS s SMIVEN ALY

Ration 2b 4 11 ummfnmmm]umawiﬁmjmanms 68 2.5% ONURVUISIRUTMSGSS
G2 nAYIRUNSESSia 1.5% I1SUMMARN[AVUISHISMISGUNSEANUAGANTY
numiIARHTighn smmuahanimanmSgidmiuduignuyinsmin]s
RN AMNNAYT Return on Total Assets PﬂUL@ff]‘lSﬁﬂﬂhSWmUmﬁﬁjﬁfﬁ Profit Margin S
Assets Turnover (R (URIRAYWISMITMAMYIUASIVATAYUTS Du Pont

Return on assets (Investment) = Profit margin x Assets turnover

MY{AYUIS Du Pont MSUIRAMINMBAIT Return on assets N S{UAIS{ABU]SHISMIATH
59 GUWAMSIATAZATS Profit Margin SRHISMIUY SN UYIRMSMUILT WY MIGG U
@S Profit Margin MSATAZAINMSUMMANAETISHSMIpURMSIgity Shwie]
Inuasthwnsmiviuisnmydnsmuimhnsuinmiwaimnismindim s
yjRIRUSITMNAGMIY RESIREY smﬁﬂuﬁmswﬁguﬁ@ig Sh (UAvd
MR IR heeninhuashiviisywwnsmidmamyunsiishsizimns

Return on Assets( Investment )
Debt

Assets

Return on Equity =

3=
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Profit Margin 2fUIREISMI URMU{FNJUYIR (Assets turnover)  PIUY SANGIRMUIMSANT:
A1 SYWIG)ARINUAEUISAMIA Return on Equity IMAMMNAISYUESY 8INO{ABUIS
Saxon H1§ Return on Equity §§8 20% IRUNSES SISt sgpAgiRunsSSsia 15%
ISIUMMAAYNS Saxon MISMIGURMMINANMMASIANMEAvRsTigig)att
ﬁj“ﬁhzmymm““&g wissuinminmuitupssmonsmufmad amdywwsmi
OIS Return on assets 1SATAZAT TAABUISHISMiMas hianumstgsids iah
momusiismadmah St umopinsiBuinghusmi 20 iRunsjussioei
MY WOAGINAT Return on Assets [§iNS WwayANuygFuinumhigAywisjuyg

D

follJ’[ﬁUih:S Du Pont iR SJUYS (Return on assets = Net Income/Sales x Sales / Total
Assets ) 10 wh{gion sion Amgw [1- ( Debts/ assets )] iRruse MM ITIMIﬁLULm fU'UﬂII E’Unﬁ
15 ﬁjﬁzg G Si Ui SuULm At lﬁjUU§iUﬁquHU] S Du Pont

Return on Assets( Investment)

Return on Equity =

(1- Debt
Assets
0
_ 12.5% —20%
1-0.375

RMIf& Return on Assets 18688 12.5% TGS SYWIRUMSATAg Ut 2ypnAY
IR STUE]UIR10% §4 Ratio Debt to Assets IRIUMIS TS 37.5% AgRITN 2 pUNAYIRY
N8GSShuiuiciiumsia 33% 9 Return on Equity 1Us{qutisfamsmi{uiymn
wasthwmsmipyuilionugsssitvwasmfinay  hwilapdaanuninnai
MBIUAISItTHET Debt to assets IF1GSS 50% 1NISN: Return on Equity ©1SMITASIGTHE M
§S8 25%

Return on Assets( Investment)

Return on Equity =

B Debt
Assets
[}
_ 12.5% _ 950,
1-0.50
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is:BsiusmsSwidanumsagon Rusishwimsianfhaonvymsmiis
1§]418 Return on Equity intiigmeipmaimuitlivas{net)sAamo 3jmsaiuafvivisaiu
gutpvashibgpiwmuRivushmonspunssontmufimastann o
Sswsuindsphmmdmass fINUUIRS Return on Equity ifM:0nnuhesmisdsuns
WIRUSIZNSMIFGUMS Earning HIUY iGN NE R PNSMINWATUUFAN YR
iB8aguasima IWAIAYUTS Do Pont IR UMISETARIMY:

Die

<C3

Net Income
54 Profit Margin
Sales ROA
s . | =ROE
16A Assets Turnover 1GA
Total Assets 1-Debt/Assets ||
Total Debts I
'{é A Financing Plan
Total Assets

WS Qi ﬂ?ZﬁtﬂiﬂﬂiUﬁJLﬂUtﬂSiwjﬁig‘J ﬁu nHU]S Wal-Mart nig May Department
TLﬂ[iJ“tiJ“ani?ﬁ']n”WULUﬂS Du Pont it N May Department Stores Inc.9 BWSLU]n
G10nmiBsQRMAIEN Profit Margin mmmségs 4.5% UMY 3.2% gwtm?@LﬁHﬁs
Wal-Mart 918 Return on Equity 1{FSTRIRUMSTSS 20.1% GRUMYW 14.9% IRURABTS
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May Department #1891 1T Do Pont &INUMIMATEHIAIHIA Assets Turnover IRUNS
5SS 2.9 RUANYWRIRUNSESSITSHMN May Department iRUNISGSSIA 1.7 RAUIw
Return on Assets H1SGSS 53.8% @NU Wal-Mart IRUNSGSSITSTAAUUS May
Departmen 1BUNSGSSia 48.4% wiSapdmniaiuadimunomimamy Do

Pont:

Profit Assets Return on (1- Debt/
Margin  x Turnover = Assets : Asserts) = ROE
Wal-Mart 3.2% X 29 = 93 : (1-0.538) = 20.1%
May
Department  4.5% X 1.7 = 7.7 : (1-0.484) = 14.9%

Bl mS{AYNNS Wal-Mart 18 Return on Equity 11854 May Department IR U186 § S
1514.9%

8- Assets Utilization Ratios

IS0 Ratios (RUMISMIMUAI MR URT SMonsmne Ui waamivdugn
AYRIUATATAINWIR UMY WABTSEIeY BwdaMt Ratios 1S:SMIITNAGH
‘m&;mmnﬁﬁmjmf (Balance Sheet) °]U;1ﬁ§ﬁj‘ifﬁ Ratios ﬁU:]UiSZTUﬁIiLﬁ:Hm:S Saxton 60
ingj| st gy FavR SIS

Saxton Company Industry Average
-Receivable Turnover =
Sales(Credit) $4,000,000 .
- ———=11. 10 times
Account Receivable $350,000
-Average Collection Period =
Account Receivable $350,000
: : = —_— = 36 days
Average Daily Credit Sales $11,111
-Inventory Turnover =
Sales $4,000,000 .
_— —————=10. 7 times
Inventory $370,000
-Fixed Assets Turnover =
Saels $4,000,000 )
_ ———— = 5.4 times
Fixed Assets $800,000

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen



pUARIIgIg ananigpiwadgaany

-Total Assets Turnover =
Sales $4,000,000

_ 1.5 times
Total Assets $1,600,000

NUAMIEMARSAMAHRSESIUAIAYUIS  Saxton  BISAUUYUMSIAYSChR[ABU]SETe
1g)atiuginnkarnnagia

ifsthuapunngitunsia 10 849 apdsthiSapdunwinuismipyuuaimis
Snnaidasiandmoavisvnsmipyuin)siitwmnsfviw:nmuta mo igeh
sijuid v siwanuin)stavampsiisiisg aldusamwinuiig mo gk
[ABUTSSIW:IN i) SENMENTTF G 359 Average Collection Period (S S UN WIS N0
g siRuit uthynumitmATUAHASE
Saxton msmInmafoamaxaSsin LIJﬁ:J ’Qﬁ Account Receivable HWSfiSS $350,000 SY
NSMINATMAGSS $4,00,000 I8 mtti’m%ﬁgsis:fﬁ"mqw moo igidufhdmh

H” i [ﬁLﬂ HU] S Saxton ¥1S Receivable Turnover U S S11.4 R4

S
$11,111 is:tu?htu?mmimumnm mmmmssm&fuﬁﬁmm mATRIHASR SRS

anuathuigemivduiswifivavtisnsdss 108 RHANYWHIRUMSMIFWN
gsummmﬁsﬁfstﬂﬁﬁmmséssfﬁ 7 BhituwsSwhipstisnsMINAIoM SIS

4\

Emmﬂmmssmsmm AL q,n@mm siffsRaiRumsSwhpurisnsinan

U]SBWSin 5 ﬂLquSuigiQ’jnBWSNﬂJ 5.4 {19
A- Liquidity Ratios

uUANSMIAOAMIT Profitability 83 Assets Utilization HATMAHHAS M

44

al ¢ ' ~ (3

Bl g Swmnuaui)s Y WS Liquidity Ratios fURJ Saxton Company
nsuaMN:UIRhapstistisg)aliugaaaapnagiaswe  Gpiig)agnima
HITHISUG

P -t 3P
Z'/JP
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mﬂTLUSiMlIJUJn”meniS ﬁfﬂUi}]UU”‘lﬁﬂUfi mmnususmmamﬁgﬁg(ﬁmm)
iR ﬂILﬁlUU] S{HiUWBY Wi LUﬂSﬁjIUEUHU Liquidity Ratios TUfU'LnHU'I Saxton IRFU
SIS

HEQMIMY:
Liquidity Ratios
Saxton Company Industry Average
— Current Ratio = Current 'AS,Se_t'S $800,000 =2.67 2.1
Current Liabilities $300,000
_ Quick Ratio = Current Assets - Inventory $430,000 L0

Current Libilities $300,000

13- Debts Utilization Ratios M{ABGHI{MWISMITMA Ratios IR uhuinenAmmfim iy §
moismiatERoanuIaRns § Auvamnismnfimaenjvyfifgiuiisms

UA 84 Uﬂﬂ WIS s miE AN RIMY:

Earning Before Interest and TaXes..........ccocveveeveereeeeievesieereenenne. $550,000
Leases Payment........ccuueeeeeiiiieeiiiiiie e 50,000
Income Before Fixed Charge and Taxes.........ccccceevveeieenieenieennnenn 600,000

Fixed Charge ARAINIVATATUISMISYIRM N2 pNALIAYWIRUMSGSSRU © R}l
iBunsthienpnyitumsia 5.5 B3 haudin:(AUU]s Saxton AINTMITMA Ratio
[BINSUIRURsONIMY:

Saxton Industry Conclusion
Company Average
A- Profitability
1. Profit Margin................. 5% 6.7% Below Average
2. Return on Assets........... 12.5% 10% Above Average due to high
turnover
3. Return on Equity........... 20% 15% Good Due to ratios 2&11
B- Assets Utilization
4. Receivable turnover...... 11.4 10 Good
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5. Average Collection Period 32.0 36 Good

6. Inventory Turnover...... 10.8 7 Good

7. Fixed Assets Turnover. 5.0 54 Below Average
8. Total Assets Turnover. 2.5 1.5 Good

C Liquidity

9. Current Ratio 2.67 2.1 Good

10. Quick Ratio 1.43 1.0 Good

D Debt Utilization

11. Debt to total assets 37.5% 33% Slightly more debt
12. Time Interest Earned 11 7 Good

13. Fixed Charge Coverage 6.0 55 Good

G- ms%mﬁé@ms (Trend Analysis)
sURingMING §h ugmaimASIan BT UmEIn S ARAMEIUINUIUATNY

gigmiima Ratio iayw@Ssmsuinmpdmimiducnsisnpmnmiingisiwhns
miqunnsmimarhwmns§gS WGBS IRUIUIt Trend Analysis 9 Ia{yaisiGs
neMIU Ui Ui gw2apNAYES I N MNIT Trend Analysis ANESMSUNM YR
MNURRAYA SR WSSl Trend Analysis IURI{ABU]S Computer IRUNISHT
QNIMY:

IBM Dell Apple

Profit Return Profit Return on Profit Return on

Margin on Equity Margin on Equity Margin on Equity
1983 13.7% 23.6% e e 7.8% 20.3%
1984 14.3 248 e e 3.9 12.7
1985 13.1 20.5 0 e e 3.2 11.1
1086 9.3 139 e e 8.1 22.2
1987 9.7 13.7 e e 8.2 26.0
1988 9.8 147 e e 9.8 39.9
1989 8.4 13.6 e e 7.7 27.3
1990 8.7 141 e e 8.5 32.8
1991 3.2 57 e e 7.1 25.4
1992 2.2 5.2 5.0 27.5 7.5 242
1993 Deficit Deficit 3.6 14.1
1994 4.6 12.7 4.3 22.9 2.5 9.7
1995 8.8 25.5 5.1 28.0 3.7 12.1
1996 7.7 27.1 6.8 48.9 Deficit
1997 7.8 30.7 7.7 73.0 Deficit
1998 7.7 32.6 8.0 62.9 4.8 17.2
1999 8.0 33.9 7.4 35.0 6.8 13.5
2000 8.1 30.0 7.2 41.1 7.0 13.0
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v o

2001 9.0 20.5 5.7 37.9 Deficit
2002 8.4 18.0 6.0 40.0 2.0 3.0

& SRsB:enRsiRHSIRMIBAMISMABICRSE (Impact of nflation on Financial
Analysis)
HARIAMMHM YWk sMIASIRSINIGESmiiwhAymsmifisigiamg

al

1919 walsthwsuiginmhsigmadapumnsmnAsigiiadim 8k m§ﬁmumfms§m
islphigywauidusigimsimadinnmifss  ihwioiamidaauninduinmai
imuisutmuisaiginmibmimatiiigiuaI{et)s Stein  Corporation TRIUENS
IMWMIANMAGAN NS 19ooa%ﬁmms'tgﬁmmmmt’nwﬁﬁmmsmgﬁqﬁmégs
100 RAM MYWIG $1 phywnAm

ll

STEIN CORPORATION
Net Income for 2006

SAlES....vieeeeeieeeeeee e $200 (100 units at $2)
Cost of Goods Sold.........c..cc. ... 100 (100 units at $1)
Gross Profit........cccceeeveeeeieenieeen, 100
Selling and Administrative expenses 20 (10% sales)
Depreciation..........ccceeeeveeerveeenneenns 10

Operating Profit..........cccceevvvennnnen. 70

Taxes (409%0)....ccceeveeeneeniieienene 28

After Taxes Income...............co........ $42

MwagahatgvoonGgsminARpasiditual 100 ham §8 wis #imudtiom

3

688 10% iRumnsmuAsigiaisigh s1 191 $1.20 9 WIWMINA UM SMIASIGTARM
$220 IRUMISMIVINMARMNR ORI Y:

STEIN CORPORATION
Net Income for 2007

SAlES....vieieiieieeeeee e $220 (100 units at $2.20)
Cost of Goods Sold........cccccee e, 100 (100 units at $1.00)
Gross Profit.......cccecevveniiienceene 120
Selling and Administrative expenses 22 (10% sales)
Depreciation...........ecceeeeeeenieeciiennnnns 10

Operating Profit..........ccccovevveeennnn. 88

Taxes (409%0)....ccceereeeerienieeieeneenne. 35

After Taxes Income............ccoevneee. $53
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[pevismsMASIgMAGTIANMESS $11 ihwwnsmiy)uii)uthywamni akidithw
msmufsigind $42161 $53 ihwaniandninmindsmsmiAsiginisigifunh sy
o uTm

0-BREBENRS IS RSNV FBIRTIGEIB SIS (Disinflation Effect)
Enunmigisiavgnfsihwganhiunmauniiinmin:h§agiimsmimaui

siimAGIANMIshMuG HARUERMSMAg S waniat smitAsigiaisigu§iitmu
wsakiguaty muAsigiaimadinnmusiawnand 10% 805 15% hgohumsmn
aonmanTiyuig U g WwHARIAMI U SEE SHARIAMAMGUAM U 2HATIIUNA

S o

FuHAN ST ANWIVAINATAGUARE Y AmUliniaimEotmh  Stock 8§k
Bonds 9 Financial Assets §GIN stocks 81 Bonds msm@smmgﬁ%qhmmfﬁmmwﬁﬁ
AMUSIUUI W anRah S st SMIUY g R o v me"i Sh %fgmﬁtﬁmﬁgmfﬁm
Bignjuyit iR umsmipuiggihinunsHatiame i Deflation NSSWHMIMA

geisiginusigimsigmiigSighinminjwes S misminavsiimadiangm

D3p
(o]

dasmsngigienigaicsmifmemmnesmriiges
mipynisigdsivshmaiaywitunsanuidmima §4 hwdlupudisie
InmsamigiIig)aitumsiinuadidgohmmwmiandonn minadamataian
MsMIGs S IMmuUSINWUAng §h wingidhgie)s IRUARHAALAY 88 gA
?mmﬁ@f;cj ificuamyanomiangigifiSada nuaniRuan UM ORI
mﬁujsﬁifémqwmsminwm:nﬁLmﬁﬁnpmﬁﬁ%ﬁmmsmgm:mﬁﬁmﬁwﬁ (
Conservative firm) SR{ABUISYWIGANSMNWAINNMAGANUZAY [UAS{ABUS
ARfsMminwmianmMAGAN U $280,000 iS1gIYSAAREIVO0H
[AYt)s B ;isminwminn{masiangiAsigiadss $700,000 18 W0 0» iRugwiglim
Auds A SsmsminwminhmsdsigimadianmihwiapisiSitu |
MINSUMNBSUR
iwilapdmnhitun s HoamuntITMIimAnUmM Uy UaLMINW
minniq wMiviimigg |

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen



LnULnﬂtmg]ff}\ ANAUISNUWAYSAIAY
Income Statement
For year ended 2006
Conservatives High Reported
Income

Firm A Firm B
SALES. i $4,000,000 $4,200,000
Cost of Goods Sold........ccccceeveuvnenennn. . 3,000,000 2,700,000
Gross Profit.........ccoeveeeieiiiiiiiciiiee, 1,000,000 1,500,000
Selling and Administrative Expenses.. 450,000 450,000
Operating Profit..........cccceevieniienenne. 550,000 1,050,000
Interest Expenses.......cccocveeveveeeneeenee. 50,000 50,000
Extraordinary 10sS.......cccccecverveniennnene 100,000  mmeeee-
Net Income Before Taxes.................. 400,000 1,000,000
Taxes (30%0)....ccceeereecrieeieeieeeieeennen. 120,000 300,000
Net Income.....ccoooevevevieeeieiieiieeeeeen, 280,000 700,000
Extraordinary loss (net of tax) ... 70,000
Net Income Transferred to R/E $280,000 $630,000

[AUUIS B ISMINWMIAN $200,000 5[ SThAABUIS A i:thAiudalgansmngoma
INWIS TN UM I WANTAMISGUAN UG AN I WIABTIS B NISMIGGUANU
saprihwandanififian|ag ¢ guapusopuinwifhygums  Aceral  ihwAnh
GanuAmEISinUnSMINAIMWESHINGEI U UISINUMS UM ANGIMAIE
B A OSMIGGUANUGANUINWITIRANINANGIMA (Cash Basis) 1RMWIGU
ANUGANUINUIR S g SthanG{mARMINATMATS[HINS # U AN MG AN IS
Iw o MihthansimARHASRSINUegUMSIFUS g RN ITGAN MY
eélmitvnsuarsns A osififangy gumw-onysitunsuginuity
sHdsiamihwaniahsiZimsmuAsighigiswifoghimuwinuidumnsimevsm
mywmivh del)s B wismndnaifiangy guys-1omys Busiymsigifivdo
RUIRAYUIS A 9 Extraordinary Gains/Losses IARIERIRWANTAMIUAN UHTUS:($0JiW
gnuAMNISWig: MSMIBRMSMIMwWmMIANhR  g:19)aBsAgiymsmInwminNig
InnARASIANMagINRRBNSHRIMSMINWMIAN UM WIRAYTS A ISANW

MIMAGIMNMNGAGIAREUIS B 9

T it

°

End Chapter!!!!
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UM &

9-NNK Inc. B1S[§6jiuy]anIUGSS $810,000 SUTANMUAIUGSS $210,0000WAAY
sy smMIwWminNMAGIANMAFSSS $100,000

A-AEW ST Return on Assets

2-ANNS) ROE
¥- BBC Inc. Andfouamidminifinainasdanyd e njuydinnpingd
anumininsimstss  $1,210,0009[RBUISMSANAIANMINRAIS s GURAMIUA
[UOIEGSS $2,100,000 FAYW Profit Margin Ratio G§8 5% NA{RUUISISSNS|MAGIANN
f1gGSSUSS ?ANNS Return on Assets ?
M- Smart Shop MSITAUMUTYUIR U SMIVATIGIGSS $750,0009UMNIS N SMIUE N
1$0J8UH]R (Assets Turnover) G§S 2.5 RRANYWE)
Profit Margin Ratio 8 SfiS”S 6% iﬁLﬁUm:ISH‘I S Net Income U"@ S? AT ROA?
G- Hugh Snore Bedding H18{$0jU8]RIGGSS $400,0008HM1S Assets Turnover G$S 1.5
RhalyweE 1w ROA NSGSS 12 % 9 AANS Profit Margin Ratio ?
6i- [:’rjﬁtﬁ‘ SYWHISIFNJUYRTUTSS $4,500,000 TANMIEITUGSS $2,500,000
ing Ujﬁﬁfﬂmﬁtr] SISSHS Assets Turnover = 3 B3 S8 Inventory = $600,000

fi- ADNS MIUA (Sales) ?

2- AN S Inventory Turnover ?

A- AN Debts to Total Assets ratio ?

w- LUﬁQJSﬁ]H‘IS Profit Margin ratio 6%8 35% GIAIWSY Net Income ?

#- AN Return on Assets (ROA ) ? ( QUIZ A303 )
9- Baker Oats H18 Assets Turnover 6 ﬁh@ﬁ&;wgﬁ 9

f- LUﬁ?SfﬂmHm: SH1S ROA fi%Sl 11.2% AR Profit Margin Ratio ?

g- 1Sl untisipRATa omis{g nJuYjRia Assets Tumover IUIMPATIYARY

8 1.4 48RS Profit Margin Ratio #s 8% 9 ALNS) ROA § 2
- (A SYWHSINWMIANEGORI[MY Total Assets G§S $3,000,000 83 Total Equities
§S8 $2,000,000 Sales §58%$5,000,000 PM ratio G$S 40%

- AN Net Income ?

2- AANS) ROE
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A- AN Assets Turnover
W- AN S Debts to Total Assets
G- [AYUISYWHS{FNJUYANIU (Total Assets) GSS $3,500,000 811 Fixed Assets wali$S
1,500,0009 RYWMHIRITANMUAIUNSTSS $2,000,000 ShOaNUIw:INUTHRNSTSS
$1,200,000 U§H (Inventory) 18G§S $500,000
A-ANSY Current Ratio
Z-A R Quick Ratio
A- LUfGSfﬂ[ﬁHm: SHIS Return on Assets (ROA) G%S 35% GIAEWSY ROE ?
W- GIAANST Net Income ?
A- LUﬁJSLﬂH‘I S Profit Margin ratio US S 40% QIR IR (Sales) ? ( QUIZ A303
f)
€- Butter Corporation H18 Profit Margin Ratio U%S 7% 83 ROA 185 SS 25.2%
ANNS) Assets Turnover? U] wiu VS mmﬁiﬁ‘ SH1S Debts to Total Assets ratio G SS
50% GIAMNS) ROE? 1t SHiAaigjiifl ROE {UalSiT Debts to Total Asscts ratio HIAYA
1uln 35%7
90- [AUU]SYWHS Return On Assets (ROA) G§8 40% 81 Profit Margin ratio §§8 20%
A-ANSY Assets Turnover ?
2-{URISIN{F0JEUH[RNITU (Total Assets) H1SGSS $2,000,000 AANS) Sales ?
A- [URI ST EU§R (Inventory )18 $450,000 GIAANS) Inventory Turnover ?
99- §3SWANMYTIUAIABUTS Sharon Stone Inc. 4 IRUTh{ABTIS MKk AAYSH
MNSMINATMAGSS $60,000,000 juinyt§ sSWHGORIMY:
Sales to Total Assets Ratio = 3.0 times
Debts to Total Assets Ratio = 40%
Current Ratio = 2.0 times
Inventory Turnover = 10.0 times

Average Collection Period = 18 days
Fixed Assets Turnover = 7.5 times

ihwiiimuigswakilbgiiinmmnagminimy:

Cash....ccoovveiiiiene. ? Current Debts...........cc........ ?

Account Receivable..? Long Term Debits............... ?
Inventory........ccc........ ? Total Debts.......cccccveeeenneee. ?

Fixed Assets.............. ? EqQuity....cccooevvevieiiieiieins ?

Total Assets............... ? Total Debts and Stockholders' Equity......

91- it Uﬁ[ﬁLm ko) mmmﬁm‘ﬁémnm Sh 1o lii"ﬁﬂﬂiS”Tﬂﬁqﬂij"]ﬁdeLqHﬁS
Goods Years Calendar Company GIA (U181 Ratios iR maﬁwmt'im Siﬂ S
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Goods Years Calendar Company
Balance Sheet

December 31, 2007
Assets
Current Assets Current Liabilities
Cash.....cocoevveiieciieiie, $40,000 A/P..... $90,000
Marketable Securities........ $30,000 N/P...... $10,000
A/R (N€).uuiieieeecrieere, $120,000  Accrued Tax $10.000
Inventory.........cceeveevenene. $180,000 TCL........... $110,000
TCA...coovevee $370,000 Long Term Liabilities
Other Assets Bond Payable.... $170,000
Invesment.........cccceevveennne $40,000 Stockholders'equity
Fixed Assets Preferred Stock, 100 par.. $90,000
Plant and Equipment (net).. $350,000 Common Stocks, 18 par... $60,000
Total Assets........ccoeeeveeveeueennen. $760,000 Capital paid in excess...... $230,000
R/E. e $100,000
Total L and SE................. $760,000

Goods Years Calendar Company
Income Statement

December 31, 2007

Sales (on credit)........ccceeevveveennne.. $2,000,000
Cost of Goods Sold....................... $1.300,000
Gross Profit.....ccceeeeeeeeeeeeeeeeenn. $700,000
Selling and Administration Expenses_$400,000*
EBIT...oooiiiiieeeeeee, $300,000
Interest Expenses.........cccoceveneene. $20.000
EBT..ooooiiiiiieeee, $280,000
TaXES..coecieiirieieieeie e $112.000
EAT .o, $168,000

* lease payment include of $10,000
* Total Fixed Charge = $30,000

Good luck
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(5565 RBE
FUQRAIRNDNICNSH

migpaanyliggighesmnima gaminpannii M smaciEnUHRM O
ﬁgt"mwmaujsmsﬁgfmm‘iméﬁgmmsmuﬁmﬁhﬁ@\ﬂsmmuﬁigf@jmmmﬁmmém
iglahms  anaISaINtNUAMyEAISIun AT wiAcAhmIRnatdpeU]siseh
SumsmisivagiimAadianmmuiw: mipavudviminhivape)siiuhmosivnst
[aGiangmidsiniua éﬁhtsjﬁﬁfmyﬁ:nhtﬁ:miﬁﬁmsﬁm“zjsi§s§wt’mﬁimﬁm“s
NSHIMIMNGIMATRDS BIsg:NWIRTHAMSAMIGESMSYSONUUAUURUAMIAN

v

SUAUESIAR

9-FERSIB RN Pro Forma Statements

GsseosisminnAInNUIIRAMIGNUS Pro forma T ANRISIMWMIANUTIMIA
'iuﬂJ’HWSUSSNUSTmL”WUiNﬂJnﬁ?]HWS”Wﬁﬁj ﬁufj Pro Forma income statement, cash
budget, S¥ Pro Forma Balance Sheet 4 SNt 43 ﬁﬁi SINWMIANIR UM N niﬂﬂLnHU] SH1G
n AIANA Account Receivable, Inventory, Payable, SUANNIS Ujjiwjﬁ ‘JWJMUNLQHMS ﬁﬂuf
AgmImuanupaInmAGiang 8k AEMIZNWSIRUGINGINNENIARY §igiy(§
tﬁimm{;ﬁimsmwﬁmuﬁmﬁmﬂuﬁmmmmﬁgﬁms°mewfﬁsmfﬁmmmfjuﬁ i
yhmsugmamsiniaumsy gnhig)ahAmsEuusmin 8k gagUimAnRGI)ud
IRsMIBUIUINSINUHN AR

waganannis: AR SMAci MG SMAY UG pro forma statement IENWUENE
Qﬁiﬁﬁiﬂiﬁﬁm pro forma income statement i wﬁh‘fﬁﬁmﬁﬁmhmmﬁ S AnbRUak
ignRiany SRUAENWHAIFMSTMIANG{MA (Cash Budget ) SﬁUSTUHnTHUmLUmﬁj

iﬂUUfﬂpro forma balance sheet §i Ujﬁiﬂﬂﬁﬁse[ﬂfm SUFLﬂn”WUEHZ"ImLMIU FAWIGRSH
i vislgidinmimamwEomanUMITMAYwE

1-Pro Forma Income Statement
AISATNANTIAY Goldman MSITAITMIRE]RAIEN pro forma financial statement £
nﬁmﬁﬁngn EUfjl ©00&Y Pro forma income statement S Sﬁ“lﬁ:a; m%ﬁ"lm‘]\l "ﬁm}l[ﬁlflﬁ
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SIANM SBAUH ARV BT SIEURET scamsIRuSiThimimyun s il c 1M
IS

-UIRAAINRMIUA

v- Aanamuimakdany 80 jeupumsiimoiamaited oungho §k
GOMUWIN Overhead 11 HEGENIGANGIMATIANM

M- AANNGAMWIGIRY

G- ANAINAGIANMIMWTINMIN actual pro forma statement
Figure 4-1

Development
Pro Forma Statement

Prior Balance Sheet

Sales Production Pro Forma Pro
L. _
projection Plan Income Statement Forma
l Balance
Sheet
Cash Budget
v
Other Supportive
Budgets

9-9- FRIBESHBENOAIRH

anianimpismimandi i ugaamniing Goldman HSROGARUGURGSSY
ARY (Wheels) S8 ARIBURORIEWIRARGA(Casters).q MIATEUIRRgARIGMINARY
018688 1,000 SuARIRURGaWIRAGANSTSS 2,000 1S1{HRIG $30 84 $35 MGG
iRumsuinmadmnhamuwMINANS NS NSHNNSESSUIU $100,000
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Table 4-1
Wheels Casters
Quantity.......cccceeveennen. 1,000 2,000
Sales Price......cccocu.n.... $30 $35
Sales Revenue.............. $30,000 $70,000
o] 72 ORI $100,000

-1 FUFHRNESMNSSBHAS S NHSRVNSRS

phwminpamnmius ilauiitsmindanyonvaisy Gsshamilaiy
mifikigriGu§Ridu{mis Wheels8h Castersd MiANNAIANIUATITY 84 ATals
i gathhnsmintiRuidsmigs 09 i van GWoodIaTing Goldman 118
fu’csrmSWheelsSﬁ Casters uuZ]ﬁiLﬁ"lH.

g

N

X

/1]
-3
pxy

Table 4-2
Wheels Casters
Quantity.......cccceevveennnnne 85 180
COStiiiieeieee e $18 $20
Total Value.................... $1,360 $3,600
TOALL ..ot $4,960

Units
+ Projected Sales
Desired ending inventory
Beginning inventory
= Production requirement
iwifagthiveisaaninhispetisidhildmaimidBangant Wheels §4

Casters BT ONIMY:

Table 4-3
Wheels Casters
Projected unit sales.............c.ceun... +1,000 +2,000
Desired ending inventory
(Assume 10% unit sales for the time period) +100 +200
Beginning inventory....................... -85 -180
Units to be produced....................... 1,015 2,020

ifapidanaigifiddindanam s hwiladadigifunvs Wheelstsdgs
ai

$16 SRIGINUIUAT Casters 18588 $20 4 ufhhAnnaigiuaiamaiie nuny {4

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen



pUARIIgIg ananigpiwadgaany

overhead qmg‘hﬁ & mﬁ‘?ﬁ USSS SS $18 fUNU Wheels S H]SUSS $22 fUNU Casters
IR SUMMBTETF
Table 4-4
Wheels Casters

Material..........cceeeueeenn.. $10 $12

| 21 oY) U 5 6

Overhead......cccoounnn...... 3 4

Total..eeeeeeeeeeeeeeeeeeea. $18 $22

RIS

Table 4-5 Wheels Casters
Units to be produced............... 1,015 2,020
Cost per units............ccccveveenee. $18 $22
Total CoStuuuvvvivviieier e, $18,270 $44.,440 $62,710

-0 §SES BRE ERRIFEB6R (Cost of Goods Sold)

mifionmsy URAAMIANUS) pro forma income statement ﬁfwtﬁamﬁmﬁ‘fﬁmms
angSminuune @@ﬁﬁ' RINFU (Cost of Goods Sold )INWTRGINMIUA Wheels 81
Casters Lﬁmsmscgéfﬂm'ﬁﬁséss 1,000 AAMBTDMSUMMITwiigmsMIRLa
nis:Gss 1,015 IReUIS: msmummsmumsmsmss 15uAMUiguIg)athywmi
AN tuigsatmidanaigiluédmituuaomiss 9000 damittwiby
Hsmsmgsmis Uﬁnm' pshinukGanimissisiatfhugananiing  Goldman
' §§@'i’ pAsmithwaykidiivhioaigvismi

ASINMUIS:

iHeéSmudtom 88 [MASINMEBUANG
RUARUGRAT MaNMION 1,000 RAMIS Wheels RinsuAsgumMSENUGSS
$30,000 RUGgSIsmssguii§fifumbgs 85 hamitumsigifiy $16 nhywhnm
Shegrumsimikaimis:Gss o1s Damitumsigifly $18 ahytuham ﬁ;tg: Cost of
Goods Sold REIURINY Wheels B18G8S $17,830§ﬁ93mméLﬁ1ﬁétnﬂ@ﬁm $12,170
WS UFAN:HOMAINU Casters IRUNSMIVATSS $70,000 818 Cost of Goods Sold
5SS $43,640 SUMNSGSSIMAGIANMEUGSS $26,360 4 WNWUNUMINAFRAUNUA
FINUMIUARIUARUMSTANUGESS $100,000 mqwigfﬁaémn}ﬁm@égs $61,470 ¥
[MAGINMRUGSS $38,530
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yaRuGsoisslamoannainkitigidivuSiohmantmudmain
imwakmigubinwminhtiigiait v suinmakimenEsAIh:

Table 4-6 Wheels Casters Combined
Quantity Sold...................... 1,000 2,000 3,000
Sales Price.......cccoeeveevennnnnn. $30 $35
Sales Revenue.................... $30,000 $70,000 $100,000
Cost of Goods Sold

Old inventory

Quantity (Units).... 85 180

Cost per units....... $16 $20

Total......cccveeennee. $1,360 $3,600

New Inventory

Quantity............... 915 1,820

Cost per units $18 $22

Total......ccceeueee. $16.470 $40,040 $61.470

Total Cost of Goods Sold ~ $17,830 $43,640 $61,470
Gross Profit.......cc..cc....... $12,170 $26,360 $38,350
Table 4-7

Beginning Inventory.............ccccceveveveereenenene. $4,960

+ Total production COsts.........cccceereveereeeeennen. 62,710

Total inventory available for sales............... 67,670

- Cost of Goods Sold........cccceeeveeeciieinieeenneen. 61.470

Ending Inventory..........cceceevveeieeieneesieennnns $6,200

-é- FuSRMeEsiSieig)s
wnsmMiAMNNGAN AU Gy s

ifupin smimasinGinmuigi 9i8djs g umS{mAT

sm 81 Snmwigm mshmsemwm{m ﬁLm*r'ﬁﬁmn

v

3

- .20
D 2 ad

T

(e

¢ =3

2

=)

o

-C_:Zo

=

1-&- Actual Pro Forma Income Statement

WU URISIMAGIMNMEN  thywmirgautamuwiii Indivn
R pro forma income sta‘j[ement um SUQ’]@ZTWLﬁ“IHTLﬁ Wit UJIU?&@S@ S ﬁﬁmnm
UUNURNSNSG58$20,024 MAMNAMSESS $1,500 SHMIGAMWMITMA $1,500
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Table 4-8 Pro Forma Income Statement
June 30, 2005

Sales Revenue...........ccooveeeeiiuieeiieiiieeceeiee e $100,000
Cost 0of Goods Sold........ccoeeeeeiienieniieieeieeeee, (61.470)
Gross Profit..........ccooviiiiiiiiiiiciie e, 38,530
General and Administrative expenses.................... (12,000)
Operating Profit..........ccoceveriiiniiiiniiniincneee 26,530
Interest EXpenses........coecvvveviieeniieenieeeiee e (1,500)
Earning Before Taxes (EBT)......ccccceevievieniiienens 25,030
Taxes (20%0)..veeueeeeeeieieeiesieeeee e (5.006)
Earning After Taxes (EAT)....cccooeevieiiiiiiiniieee 20,024
Common Stock dividend...........ccccocvvevieniiennennn. (1,500)
Increase in Retained Earning...........c.ccoeoeeeeennnee. $18,524

m-séﬁ:sms’sj@?’s (Cash Budgets)

Mn-9 ﬁii@%ﬁs&ﬂéiﬁié@ash Receipts)
ﬁﬁﬁifﬁ']mffj ﬁﬂﬁfﬁg GoldmanitT¥ TiusA pro forma income statement Ny
mAaRAMUERykisgvooddmidissimiansimauciishwgimyminnann

ISMIUATRUNSES8100,000 ARAGIMINUT NS ITh AN MIVAF RIS NTHIMS
iuhioAgpgitmivauoisiiumsunmahimy:
Table 4-9

January February March April May June

$15,000 $10,000 $15,000 $25,000 $15,000 $20,000

mui:mimatighswatwinuysismina §h [pyummam I itumsmi
OING NSUMMNNSESS 20% ISMIVAINUISSRUYUMSHANGNA 88 §$880%
ShrgumsiemMWIg: uAISINGIMANRUG UM S AAGH SAMINATUGTB (]
mSﬁjuétgﬁmnhamLmUtmwmgﬁfnmfmﬁmfeg @V0o0cNnsGgs $12,000 9 fNG
[MARUSgUMSSMAUIULAGSS $11,000 161 $23,000 MYWMIGFUYWNSZH
Ugagieaum

Table 4-10

December January February March April May June
Sales $12,000 15,000 10,000 15,000 25,000 15,000 20,000
Collection
(20% of current sales) $3,000 2,000 3,000 5,000 3,000 4,000
Collection
(80% of prior sales) $9.,600 12,000 8.000 12,000 20,000 12,000
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v o -t

Total Cash receipts  $12,600 $14,000 $11,000 $17,000 $23,000  $16,000

-1 FRIBRMBENBIENS (Cash Payment)

o

miGamwansmansmidouamhsuhailmisamwhiucisituythywe§

=

RIRUGnuRNUR ”@ﬁnﬁjh”ﬁmmmmsﬁt}fﬂ ifg’mtﬁa NEUAY 88 Overhead SHMI
mnwmnuipnummnsm S Ri-inlily ’wmnmum:L mA Ufmg Sh mamaY ibhg

g
n
=
=)
S
e
3
c-
=
%
g
g |
o
=
D3-
e
3
c-
<Qp
3
=
=
3
‘5"
-'-D
v}
L
[7p1}
=
=3
-3
=0
2

Table 4-11
Wheels Casters Combined
Units Cost Total Units Cost Total Cost
Produced per Unit  Cost Produced  perunit Cost
Materials 1,015 $10 $10,150 2,020 $12 $24,240 $34,390
Labor 1,015 5 5075 2,020 6 12,120 17,195
Overhead 1,015 3 3,045 2,020 4 8,080 11.125
$62,710
m‘iﬁtu‘imt’mn%m RINUR AR GRTighmniilh InmAHEnsGss $34,390
NUAYHISGSS $17,195 84 overhead 018688 $11,125 ifhwgathmisamuwis:fany
oigin mgﬁ&;uﬁams ssiimigthGssmuAnsmiuyAwe  Ardnisidh

gahmnmaATagOangmifanaisifdmanmBdansuiauaimnnivie
aumnfmaasmsadmng miGamwiunuls inmaily Ny 84 overhead (HIMS
fTURIMY:

Table 4-12

Total Costs Time Frame Average Monthly Cost
Material................. $34,390 6 months $5,732
Labor.......ccccoc...... 17,195 6 months 2,866
Overhead............... 11,125 6 months 1,854

al

niusnganinmaiiyo leupulimsdmin AYAT 811 overhead MISMIGNAINWEHU
tﬂhnmtamgmtﬁ;ﬁm sGgS $8,000 piany: 811 58 $10,000 Fhiedys WuBISMIN
MURGORImY:

Table 4-13
Dec. Jan. Feb. Mar. Apr. May June
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Monthly Material Purchase  $4,500  $5,732  §5,732  §5,732 $5,732  $5,732  §$5,732

Payment to Material $4,500 $5,732 $5,732 $5,732 $5,732  $5,732
Monthly Labor Cost 2,866 2,866 2,866 2,866 2,866 2,866
Monthly Overhead 1,854 1,854 1,854 1,854 1,854 1,854
General and Administrative

Expenses ($12,000 for 6 months) 2,000 2,000 2,000 2,000 2,000 2,000
Interest Expenses 1,500
Taxes 2,503 2,503
Cash Dividend 1,500
New Equipment Purchases 8,000 10,000
Total Cash Payment $11,220 $20,452 $14,955 $12.452 $12.452 $27,953

M- SSFEES (Actual Budget)

inissiBhsupuakigasguansima  §h MISAMWAGIMAZIFTInW
mmh*omswmémﬁi’ﬁ&fnm:amgﬂmhmémﬁsgmmmmfz Sh MIGAMWans{mA
wolieiiumsyomnanijmy:

Table 4-14

Jan Feb. Mar. April. May June
Total Cash Receipts $12,600 $14,000 $11,000 $17,000  $23,000 $16,000
Total Cash Payment $11,220 $20.452 $14.955 $12.452  §$12.452  §$27.953
Net Cash Flow $1,380  ($6,452) ($3,955) $4,546 $10,548  ($11,953)

migpanSimiansimABHS A HRmamtingM s apsiapmigsfignakijlisioh

v 1

tzsqwﬂﬂtmshmgﬁmmﬁiﬁ Goldman msumﬁm\pm AN GMAHYJUNGSS
abs

‘_2"3,
L
=)
)
pu}
g
30
=0
9
0
EE
(e
=)
D3-
(@
20
s
=
D3-
3
sae
—0
=0
o
T
n

iaignpnetisMmogUhag 2 ¥
UMMBG mﬁtmammmsmﬁnigj Simians{mAamywmig §h gnamkim

Table 4-15

Jan Feb. Mar. April. May June
Net Cash Flow $1,380  (86,452) (83,955) $4,546 $10,548  ($11,953)
Beginning Cash Balance 5,000  6.380 5,000  5.000 5.000 11,069
Cumulative Cash Balance 6,380 (72) 1,045 9,548 15,548 (884)
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Monthly Loan (or Payment) ------- 5,072 3,955 (4,548) (4,479) 5,884
Cumulative Loan Balance = ------- 5,072 9,027 4479 - 5,884
Ending Cash Balance 6,380 5,000 5,000 5,000 11,069 5,000

Ugwﬁﬁt;msigamnﬁmﬁtn‘?u@mﬁﬁmmmﬁ{mﬁﬁggﬁnﬁ (Net Cash Flow) IRUIHIMS
sigEIFuua AN SIMAREMIBGNSENS § cumulative cash balance TSGR A
BT SMIS BRI AN GIMAREMESS $5,000 Aisipimigigudcimmiuiguimang
woiie T miuhibmAREY (U SMyMSMIGE M SMICIANIGANYRNANGIMAHYJUI
nigs  $s5,000 RgMsMichcinyaNMARTIsRIThAI3MsMIUIiadmsh
cumulative loan IR UBISMIGMAIANUTS Y 1S1GRUMUTRUIN M B E AN GIMATE Y
msisloapmituhSamwihusygidsmisisuno

igighisynn (EU)SMISANGIMAGSS $6,380 Uig1S1GRISAY: cumulative cash U

1
al

eSSt sHifnsiRudidmsmigima t}égs $5 072 IRYJIANEUBHHUJUD
GSS  $5,000 [AvUISMISMIZISIANIVARNUIS2UMIRUUARUIS[EUSMIS U]
FNGIMAGSS $11,069 1 UARMITS AN 88 26UA cumulative cash balance 185§ SIF STk
MIRFBRNHUUINGSS $5,000 IRUAIISMIIGIMARTIRUMISTSS $4,548 8%
$4,479 W pI s avhiv)aB iz 2umiBuouisighie SoAvtIsnsmidnwghis)s
538 $5,884 IREIANIVEANANGINAGSS $5,000

G- Pro Forma Balance Sheet

YAk rﬁts:ttﬁhmmﬂué pro forma income statement §ﬁﬁ?ﬁ1ﬁﬂé[ﬁlﬁ Cash Budget)
%ﬁmhmsémésmﬁejgw@mg FHUIS: 2191 pro forma balance sheet INWANITE
mokamInsuinmimiugndnmhugiunuismipyuusU]sgrAghiny
mayhnaugmaimnhgmifiwnuysShvapnwigswis:annizdgs § mo
guooay mhwanidamnkgagmilinugsynsmivmuigé mo i g gwoociim

MSAUmMNRANIMY

N

QRMIANUS pro forma balance sheet IURTITRAINUIGE MO 128G @)
msannlg:Bsmsmipun 8k wmsaanigmsmiuyuditugiu

v

al

forma income statement SRTIMIAN ULfﬂ A (Cash Budget) ot MIEINS
imy
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T[ﬁﬁUﬁlmﬁ pro forma balance sheet ﬁJﬂU%‘L:J?}I mo ig Gﬁm AVOoOo&RTHIF:

Table 4-16
Balance Sheet
December 31, 2015

Assets
Current Assets
CASNL e $5,000
Marketable SECUIILIES......cooovuuviiiiieiiiieeeieieeee e 3,200
Account Receivable.........ooooovvvviiiiiiiiiiiiiieeeeeeeee e 9,600
INVENLOTY ...ttt 4,900

Total CUITENt ASSELS.....ceivieeiieeerieeieeeee e 22,760
Plant and EQUIpmMent..........ccccoeoiiriieiiinieeiieeeeeeee e 27,740
TOEAL ASSEES.. ettt ettt ettt et e e et e e e e eaeesaeeas $50,500
Liabilities and Stockholders’ Equity
Account Payable...........cooooiiiiiiiiiiiececeeeeeeee e $4,500
Note Payable........cooiiiiiiiieiiieieeeee e 0
Long Term Debts........cocoiieiiiieiieeiieceeeeee e 15,000
COMIMON STOCK.....viiiiiiiiiiieieieiee et e e 10,500
Retained Earning...........coecvveeeiieiiiiiiiciie e 20,500
Total Liabilities and Stockholder’s Equity.........c.cccoveeeveverenne. $50,500

Prior Balance Sheet
(Unchanged items)
Marketable Securities,
Long Term Debt

Common Stock

Pro Forma Income

Statement Analysis Pro Forma Balance Sheet

Inventory

Cash Budget Analysis

Cash, Account Receivable

Plant and Equipment

Account Payable
AFWYNUSRpIE Asaiowan Shshsiad (w.A.8) Israghutiugins ShAen
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Table 4-17
Pro Forma Balance Sheet
June 30, 2016

Assets
Current Assets
CaSN.cc e $5,000
Marketable SeCUTIIties.........ocoieiiiiiieiiiee e 3,200
Account ReCEIVADIE. .......oooeeiiiiiiiiieeeeeeeeeeee e 1,600
INVENTOTY ....eiiiiiiii e 6,200

Total CUITENE ASSELS...eeeiieieeieeeeeeeeeeeee et ee e 30,400
Plant and Equipment..........c.ccoooiiiiiiiiiiiiiieeeeee e 45.740
TOTAL ASSEES.c et eeeee et eeeee e e eaee e e e e e e e e e eenees $76,140
Liabilities and Stockholders’ Equity
Account Payable..........ccoooieiieiiiiienieeee e $5,732
NOte Payable........coouiieiiiiieeiiciece e 5,884
Long Term Debts........cooiiiiiiiiiiiieieeieeee e 15,000
COMIMON STOCK.....eiiiiiieiieeeeieee et 10,500
Retained Earning..........ccoceveevieiiniiiiniinieececceecseee e 39.024
Total Liabilities and Stockholder’s Equity...........ccccceveevevuenennee. $76,140

é-g-msmﬁja'sﬁ Pro Forma Balance Sheet
NV UGANRNWIR UM SNSUSHUARIW ORILRINSugH Shmumi
AN ORIMUYIS:
- Cash ($5,000) DasyanHUUIBIE LRIV MISISIMIM S ATNUYmnY
G-9¢8

¥

- Marketable Securities IRUBISHIU $3,200 1SlimAnGgSHiRUdsmsiuyud
INUYSIRUMSAREMNG G-999

- Account Receivable G§8 $16,000 iU UMSAMIUARNIZEENaRMNAG-5SS
20 maAwShpivyvasatfgaieIwegsituisiuntss so mawihpimw
Account Receivable 181 Ulﬁ%S 9

$20,000 sales
x  80%

$16,000 receivable
- Ending Inventory 6§ 8 $6,200 UNMARMNY G-fl

- Plant and Equipment EﬂSfJ‘%S $45,750

Initial Value (table 4-16)........cccccevveeveecreennnns $27,240
Purchases+ (table 4-13).......cceoveeeveieierennnne. $18.000

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen
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Plant and Equipment............cccccecvevvenieeiennenne. $45,740

» HineBsipimsntugu T Acuami

- Account Payable msﬁsus $5.732 wifmesdgswphmni ¢-om Ruuiph
migmakiedgnd (uv)siudsnsgnar)aRmisARMIRUNIANM Account Payable
) aRigis:y

- Note Payable 91SGSS $5,884 Bt ssis:pims SR gfinpausanjansmAadss
$5,000 IRUUMMARMNG G-9d

> ]

- Long Term Debts G$ 8 $15,000 ianmMidsiuiyridainisinuimngsaimnic-99

LR k]

- Common Stocks G§8 $10,500 pmiSsi{uiyuAAiuisinuimYSARMNG ¢-99

- Retained Earning U%S $39,024 mﬁfmﬁqhum’nyuw Pro Forma Income

v

Initial Value (Table 4-16)......ccccoocieiiiiiiieiieiieieeeeeeeeeee $20,500
Transferred of pro forma income to

retained earnings (Table 4-16)........ccccceeviiiiieniiiiienenne, $18.524
Retained Earnings..........ccccoeevvievieuieieieieieieeieeeee e $39,024

G-l FNSSHNE Pro Forma Statement
ﬁﬁﬁ"lﬁ[}ﬂﬁm“]iﬁ pro forma balance sheet ( table 4-17) $} Balance Sheet IR UISAMY
AN Uy SITRMCARAIM UM ST Assets NSMIASIFIAGSS $25,640

Total Assets (June 30, 2005).......cccuevuieieeieiieeieeieeieeeeere e $76,140
Total Assets (Dec, 31, 2004)......c..cceeeeieeieeieeeeeeeereeeeeee e $50,500
IIICT@ASE ...ttt $25,640

AN SIS HINSFUMUMMUINSINW Account Payable SR{MAGIANE (Profit) IR
UMM AMIASISINIS Retained Earning 9 Muiw:S:{avtNsSamsmunmiaibaiagais
mAGInmY hywamskithAnsmiginmandivaanmehins

UENMIN Note Payable QNI G-911 ifgiaie B AN sis Assets 4§

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen
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UM UMINhMuASIEIIS assets G88 $25,640 IRUSIZSsmMiASIGIAlS Account
Payable G%S $1,232 8% AIANSIS Retained Earning G%S $18,524 4

& %%ml&gmﬁs@sé’eﬁ:mé (Percentage of Sales Method)
aiaismimfimaouoansima §% ovdsannisugthdfuansaanadgmi
diguiasitunsénnsitywaoniangpuptmniaugmi IRUESEughma
iwsnsshtywmungigaBaShvinmimipyuaiaismiua  Shighinnuéna
gshbgmivligigiywmiugismiunis: mequinngidhioninmpsn
Howard Corporation IRUMSURIMARMNYR G-9C gilimy Suiiuuipmasaujann
mnhgagmichiSuiy ShmasismiuamwikigniiissismiuAatss $200,000

n w

S
S

Table 4-18 Howard Corporation
Balance Sheet and Percent-of-sales Table

Assets Liabilities and Stockholder's Equity
Cash....eeeeeeeeeeeeeeeee, $5,000 Account Payable..............ccocuene.n. $40,000
Account Receivable........ $40,000 Accrued expenses..........cocverveenene. $10,000
Inventory.........ccceveveene.. $25,000 Note Payable..........cccccvevererennne. $15,000

Total Current Assets.. $70,000 Common Stocks........coceeeeennenenn, $10,000
Equipment............c.......... $50,000 Retained Earning..........c..c.c.......... $45,000

Total Liabilities and

Total Assets..........c......... $120,000 Stockholder's Equity..................... $120,000

$200,000 Sales
Percent of Sales

Cash....ccooevveniiiiiicnens 2.5% Account Payable...........ccccceeuenen 20%
Account Receivable....... 20% Accrued Expenses.........c.cccueennennen. 5%
Inventory.......ccccoeeeennen. 12.5% 25%
Total Current Assets...... 35%
Equipment..................... 25%

60%

ANGINAGSS $5.000 IRAUMSUIMMIS:AGGUMSASSS 2,5% ISMUAGSS $200,000
ARNSRINTNSGSS $40,000 (fith 20% ismiuA Shitdhmoifhiusiig)asng hmsma
wamEia SAMNSIINY Note Payable Common Stocks S} Retained Earning 11 waniiah
RINSUgRRIANE A SR WH UMY WATRISMIUAIGIGIINUMIASIFTRMG[MA
ISMIANMTMISIUGMMB[FJEUY]R (Assets) BISMIASIEINGSS 60% BoIRUMS
vinmpmnbaimewandacumssifichs % 1s:psnispigtintiigyas
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38 25% IREAIENMYI:h Account Payable $81 Accrued Expenses NSNS MIARE N
Ggs 35% iRuEpAEIw@mAtinom Shwantiimiaitus gumsiag nhaga
B Howard Corporation 1S{MAGIANMUNGAUANSESS 6% 1TaNGIMAIRMLUANS §4
GS8 50% IS{MAGIANMFINS§NANMAMNANINR P UMATIS

wastmMIuAIASIEIRA $200,000 KU $300,000 MIASIEINGSS $100,000 ISMUH
IS Bupimiuanlimig UM ehGss $35,000 IR 35% IsuTnnnigipinmy
pimihwaniailisgumsimASIANMSSS 6% ITMINAMIUGSS $300,000 4itdh
SHulmMAGINMGESS $18,000 MYWMIGNRMAMNATSS 50% IRU[HIMESS $9,000
ShGgsigliuutss $9,000 mim\mn’nqsﬁ@htﬁsgigmqms:ms§wmmmﬁsmimqs
ulgutgs $26,000 HAINGSS $35,000 HUHIGUMUTIQUINSINWUAN DRI JUYS
anmupinsifonumman iy §EFiRmugime:

L

RNF = Required New Funds = ﬁgfﬁ"li'igﬂj§ﬁ

RNF =%(AS)—§(AS)— PS,(1- D)

A/S Matw e nAGSRMR U N YR YW MIUA (60%)

930

AS UHOIUISMIUA ($100,000)
AS Matwé nA§SRMRTHTINTAN YW MIUA (25%)

P RHIM{MAGINME A (Profit Margin) (6% )

wn

, NATATSMINIAT ($300,000)

D tnmaiwismiuRisAamanna (50%)
iwisaaiuisaljusgabitidiams

RNF = 60%($100,000) -25%($100,000) — 6% ($300,000)(1-50%)
= $600,000 - $25,000 - $18,000 (0.50)

= $35,000 - $9,000

= $26,000
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IMWSANESS  $26,000 1S:HCEHINSHUMTIQUIRSMBIW: GO T NomY
YN NWREEUAMYWIR VYU SNGITRT §GUWAMS

mhwifins  Hangmawismivahasmoinwigguiimadinaitan|y
ALNSIGUIANGINASIIENEHTITRANTMALNQTUANGIMAT  TaGSoHIRYS
mofansRiRmhwanis UgRUiRuggUNSIESMTNSHASWATIM S WS
hhBsmsmitiuadgSwinigianaiaig ifianjymanuisminAnitamgitunsmn
gIwINABSMISMNGNAAN AR MG WiFHMMIENU I Pro Forma Statement
wsmnnAnmimgamsBmawaiauginitusgunsEAn oSS
nshwiyn Samsmnmoi]thansgathhthwandamizla mua Hinsanpann
EgsywitumosguwAnsSmutw:uAvimianitunstingmiinuys

minpaIniininM oHSIMA HARUARIIanp AN PRI A gpwms
gsinuinuhmsid tsjﬁmmmmmmmmﬁnmhm?ﬁi' mighmivifistyuasipau
AL AN miﬁmmm%ﬁmmsmm}méqwﬁmﬁtmsmﬁmgmnmuingmﬁmfﬁﬁmms
muiw: mivigsuaniiginhwania{mATInNMIRU{ABUIS§gUMSMTMSUEMN
Lﬁuﬁwﬁ?mamﬁmsnn&w%mﬁh%ns:mStmw%ssﬁmémsmiﬁﬁummmgwmﬁ%s
iginistanuratos gl §h aandienjuyRigihoig)ad ,,

Lungfsmmﬁmfgsmﬁzjmﬁtﬁ,smsmgmumﬁﬁgummsm Pro Forma Statement
M9 W BYRITR RN SMIANUSI Pro Forma Income Statement 1M tfkigATGMI
ANAINMUASYE IRsMIRUARY UQUBARHIUANWITANIS: MW Cash Budget 8%

Qﬁi‘[ﬁ [iﬁ[ﬁﬁi—ﬂuﬁﬂUS]G‘lSuﬂ Pro Forma Balance Sheet

afismufimusuansimns §h susivuanniswmoHs A dRAMNS
msfagmitiimigmhwagan ann§iRumsatmnigumiiapénasshmyw
MR YT sﬁmmt'ﬁfﬁmmsm’?msmﬁﬂﬁvig:tuﬁmﬁﬁmggnsmsmmmmmsﬁﬁfﬁ;misﬁ
mmﬁﬂsuﬁzjmsﬁy’mnﬁirmni;ﬁufgm

mﬁmnﬁ?ﬁmwﬁﬁ%a&sﬁﬁmmum Pro Forma Statement SRMAIWISMIUA MG
winsyfimasntminpanifgm  GipigiRuEimIc neanUHQARIUIHRMN

o
1

miling iudghimwsinandgmichisandiimiad adiplmnopinshsansii

3

]

)
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anuABUISiRums e anmiin gﬁ?ﬁgmﬁmsm fsamagaminnaani
”10 ﬁSSﬁ”‘Imﬁﬁ 1UfULﬂUUTS LﬂHlﬁﬁf ‘ijﬁ] ‘I’ EU iﬂimimfniummynTanmSﬁi
UIBNEWRRIRY

u

«C3

UM &

9- Eli Lilly B1S AN flﬁﬁ mt’ngﬁmt’ﬂ WaNRAMINA (Sales) Ny Nursery and Plant Company
ifhgAth{hiAsIgiuimhNGSs $600,000 11 $1,200,000 AINURIMWY Eli DSGAMS
Net Assets (Total Assets — Total Liabilities) SUANGSS 50% ismiuaAts: Bty (ut]s
WRMARMINMEAMYW return on total sale 9 mfi§ﬁmﬁt§&fghﬁ94ﬁ@‘mﬁuwmﬁﬁ§m

S1A
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(565 )RR
Operating and Financial Leverage

MAJA leverage theganhignanjghanamilmufinanninfinainggn
fisaosfigiuifadidunsuginidugmingmihwifimaonugmaghog Ginna
imuAlany)uis:pinsusipSanitmywmanagSidmmdimann

¢ a o 9

SamuwisimaminpAinhimasinnmitunsAtagaisuiviminh

t

(V]

N2

9- Leverage ﬁ;@iﬁé@ﬁ% (Leverage in a Business)

pgathEAn SEThyw2matgiauiRumiingihwg St i WA EATA ]
ahniary Samigaywis§ipegpunagiRusdaipueiiantauEmoan |
SuiRalduIgAnSRI fuﬁﬁ?ﬂt’ﬁ’ﬁméﬁL@iQULugzgﬁm:ﬁﬁiiﬁﬁfgﬂ

o

égsismiGnmuigidnicyy Shuimitugasindimagh
9 ihwnsmidibathomiitugisu §hu “ﬁﬁm smidmums
rgigigamomavgwmiBimamAninnuryaidangiiunsiangay padtage
: Amgaislicie s@:dthkamAmh
phmigeamiGamusiimi
ginuwnsainigmhi
RSN UMEWAHANG
SAMRNUAYY

17p) 3

Fhignpiia  AnnsRHARIVISTYUTS tﬁfmiﬁLﬁﬁméﬁEnﬁmﬁ’i AYUS
msmifikigatduig Jmsmummm miling Samsmninag ﬁuﬁﬁnwﬁm

=0
e
=0
E
3
o
3
g
=3
w
=
a -
=
5’;0
=
a
S
mn
(e}
0
<
wn
e
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3
=
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=
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washyrnsmiansdmumniimuautann 8% equity DSMIAZmSMI
anodaiiunsmagaySAAMIMe leverageifgirmoaomsidipinsmiuss
MENIEYWMINRGGSIOMBPIM M EAMWIGH (Fixed Costs) ghﬁnpnummnmui
AYIS MDA (Operating Leverage ) 150 SjilMiRum s mudmasanuhas
zjaﬁH‘ISﬁ“lﬁLﬁLm X ( financial leverage ) 1R Wity §ﬁﬁ§ﬁjifﬁ leverageéiﬁ”UJ‘Z]ﬁuUS"lﬁiLm
IS

L‘D-%ﬁl@ﬁl@iﬁ%ﬁ%ﬁlsﬁé (Operating Leverage)

Operating Leverage NNSMIGUMARSTMIT{MINHTUS{FH (Fixed Assets) Si
MG UM EAMUWIST (Fixed Cost ) gﬁmﬁfﬁgi’ﬁmmsmmfpm@mmm&ﬁﬁmnmm:
GAMWHSIHINSOAGAMARNARCE GAMWIBH (Fixed Cost) GAMWIUIUN (Variable

Cost) ShSnMUWMAR tWm [UfLULI; fU ( Semivariable)

Fixed Variable Semivariable

Rental Raw material Utilities

Depreciation Factory labor Repair and Maintenance
Executive salaries Sales Commission

sanvimuoankismimandhShmsmigsugnoudamuwits  ShmARLM IS
upupanthwain ShmmsipSanummbmascusigndssidsihwiniyhdh
TLULG] NUIGﬁ’IQ ﬁjﬁﬁjfﬂﬁﬁs‘i gﬁiuﬁ (Break Even Analysis)

-9 mgmﬁéﬁﬁsﬁﬁé’%@reak Even Analysis)
iB6sstUgsunumipyuidmivAituiaidmsmid:anudigily 84
[madianm? 8§ tsﬂmhuswmmmmmhjsmsmqmﬁa. idATanmIRuAImmBm

HOUSENN SR EMnTRa 2 Gsoioifumdifuituyigagonsmivinmmuuai
iy
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profit

(0[O R S —

60

loss

50

Ggshnmada 84 wAgiasupmisiptdnudn Sopulidomwiias
vinmisipagnandise Sidmomsnidybiv i Aminmywo amusis( Fixed
Cost) IRUNSGSS $60,000 IRURIThYWMIUAIUATIETY §1 SAMWIUYN ( Variable

) M18AI $0.80 pywRAMIRUHIVIgURMYWIAMwISHREiRSamuwuIsIEas
SOUANMYWY SANNURIUIRINSAMNGIMWAMIGUAthYWwESSIRUNAY 181HRGS0
ifuGss  50,000RAMBINSUAIGMENGSTYWIRUGANUAITUMANYWE AM AU

w

G
UGSSISISEGORIMY:

Cost

co-

)
in

Units = 50,000
Total Variable Cost  Fixed Cost = Total Costs Total Revenue Operating Income

(TVC) (FC) (TC) (TR) (loss)
50,000 x $0.80 (50,000 x $2)
$40,000 $60,000 $100,000  $100,000 0

Ssopoilspinsannmuussinwinuakimetdiians

3 Fixed Costs 3 Fixed Costs _ FC
Contribution Margin  Price - Variable Cost per Unit P -VC

$60,000  $60,000
$2.00-$0.80  $1.20

= 50,000 units
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pUARIIgIg anAnignwRSSAA
[UNA

tﬁnwmﬁmu‘?hsgmﬁsLﬂﬁétmmﬁmégs$ 20 RERURANUGAMwIBHY AN A
RumS ARG AN SMIANNAGIRAGSS 50,000 NAMIEYIMOTSUSNIGIMYW
GAMUWIBI(50,000 x $1,20 = $60,000 fixed cost)i[AGSTIS:ITITRIAUIFIG]TIRUMS
IRSIMAGIANMIRUGSGIShSIMATINNMBUTRVUS U sthmiuntA sigiail
50,000 NAM KA 60,000 AAMI:MATIANMUAUEMANSanSESS $12,000 [URISH
iFhuismiuaRiG$s80,000 NAMISIMAGIANMUAUAMINNSANSTSS  $24,000
wasthitfhugwmMiNAYAFESESE 40,000 T 20,000 RAMIS:ITHEHegUMSMINIAUY
58 $12,000 84 $36,000 MEUAMUIRUMSUINMRRMIRORIME:

Units Sold TVC FC TC TR Operating Income (loss)
0 0 $60,000 $60,000 0 (60,000)

20,000 $16,000 60,000 76,000  $40,000 (36,000)

40,000 32,000 60,000 92,000 80,000 (12,000)

50,000 40,000 60,000 100,000 100,000 0

60,000 48,000 60,000 108,000 120,000 12,000

80,000 64,000 60,000 124,000 160,000 36,000

100,000 80,000 60,000 140,000 200,000 60,000

iS:ugatABTISMSAnANTNN SSMNUARUAMAN (Operating Leverage ) 2 67

leo-lo-6EnRs S554559556 5555358855523 (A More Conservative Approach)

netis Shnadsimantifi uTswawdviminhidumsmsirinyavdmnn
2w aANiamINGES NGRUTSTIoIREIRUMSESS 50,000 RAM{ABUIS ANHA
gsmsmitimymsmudimathuousignitumsaingad samwHisitunsain
SINOHINSHS I WINNGA {4 UTMATWIEIRY WAt GAMUWISH (Fixed Costs) &
nﬁmatﬁjs:»tﬁmﬁwamﬁmimsuswaﬁﬁ?ﬁﬁﬁgs $12,000 UlsMISAMWituyMGEHI
msiAsigihi $0,80 QRYWAMRNUESS $1,60 ARYWRAMY SNWASATHGUARIGMIANS
ISR UA 52 nﬁﬁwt}n miigeGs gmﬁaa“‘[ﬁf SS1# 30,000 RAM

< 1

-~ Fixed Costs FC__ 812,000 _ 812,000 _ .0 00 Units

Price - Variable cost per unit T P-VC $2 $1.60  $0.40
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NYWMIMAUSWEAMWISIH $60,000 BA{ALIA $12,000 UgMNNTNATANSGSSATY
gphig)atgosoifiuls Ala A vaminnigumoig]uigunsssia 30,000 DAMIRUIS:
NSMIMAUS W gMAMASIANMUSSIpsU)sga éiivuthuimiwygin s
padsoiRumsimAsianm g sth{nstistnutisivunAmSwuiima
SINMUmMSNUHMoNSGSSATIRUMOHIMSUMMARIMEY IMWHEAMUANSTSS
100,000 AAM{MAGIANENURURMINN ST S ST $28,000 IR STSSATMA AU SIRW

#8ivuinsh leverage firm 6%8 $32,000

D30

0
S8

Units Sold TVC FC TC TR Operating Income (loss)
0 0 $12,000 $12,000 0O (12,000)

20,000 $32,000 12,000 44,000  $40,000 (4,000)

30,000 48,000 12,000 60,000 60,000 0

40,000 64,000 12,000 76,000 80,000 4,000

60,000 96,000 12,000 108,000 120,000 12,000

80,000 128,000 12,000 140,000 160,000 20,000

100,000 160,000 12,000 172,000 200,000 28,000

9-0N SERLBNR IS (The Risk Factor)
i unmis: MIiLnULnﬁnnﬁmHngéﬁ 'i‘smmﬁsf mt’nmmhjs leverage 191

Ejfliﬁ"l [JUfUSfﬂHﬁLﬁULﬁﬁtﬂimfﬁfﬁ[U§SGE]H“ISmifLULqmmem'ﬁ8ﬂﬂifU
MHAT n‘jS[ﬁHuﬂuﬁﬁjH[ﬁiuﬂjmmugQLUUJH'WS"] LUﬁJSIAﬂLnHU]SUﬁ?J
H ﬁ"ﬁ[}nULnﬁiUULﬂ aggressive INﬂJLﬂmHiﬁlSTUUTHSLﬂ Leverage® ﬁﬁ%Sﬁ“lTLU'ﬁﬁ

in ﬁnﬁmiiUﬁJLnHtI]Snﬁ?ﬁmtﬂnﬁﬁmng ywinuwmsmifouamaiine  8Rves

B

I?.

bl a

simwingasiyeutdan 8k inpmsianmansugrinhindud 2 ildjonsamoimy

=l

2D

g smi LnUthnﬁmﬁi yanan sMIRuTumMIDMe leverage IRUNNSMIZUIYS:
mqwuns;wwmmws% wrie:thsomsAthwg iq:dunhis:AvniAwitupy
mandsmsminmdpdmigous:ywimiAwicthhhjuihywim§fwgasy un

ﬁ mimsmmymmﬁmma%mwsmsmwjmﬁmsmmmﬁﬁfﬁmtmmimmﬁm;ﬁ
mnAggUMSSIMAGINMEATIWMEYEU]stsmitsnedgpmismasiGamu
BiRunsAlugard gnhig)aminsuniAwnsAomuNMpEUS

_} (7]

a

SEIAANANSMINIUE

o C 3
1
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AgiRunsugennEym nmmjnymmtummmgmmsuﬂnut meiRugank
ATa UﬂSnwtummUGQIIUtﬁnmS“l

0-¢ MISMBSLBIBEEBIRNBITNS (Cash Break-even Analysis)

mifmapuitiianilhywisooifshnsmannsoioiduisthivuig st
mULmmamummswgasms*wmmmmﬁnuLmn ¢4 thaanintywuminn:
Bumsmgeumun Ahpsdywmsamuisitishmsuinmimigiudmuivy
mmswﬁnfnﬁ%wémnwmmmmémﬁ ( Gamwigdsasiomansima ) iBgju
siminnvadhiywmimadsoe  sRuilyumhstansimaiiuiinn:dspimsny

I
UnURygwEamwisiv th2 NUNINISIAR{AYNS leverage (USRI gathiin iR
nsGSS $20,000 piMsmasmAGaMwitiig:dsooidvpinsmavgwenfusdss

u

33,333 NAMY

FC  ($60,000-$20,000) _$40,000
P-VC  $2.00-50.80 $1.20

BE = =33,333 units

mitAfIRR s amopinsiihywmaiiudsiystantmae  hasvnhmins
QUARYRIUIN UM DS GURMAMNSIAIFGH (Account Receivable) IRFUSH{GFIFGUMS
MENGIMASUN I UTwh A Gmm § N ﬁiuiutmofﬂigmfgmqmmmLiiumn
(Account Payable) 9 mmifiagmnjubmsimians(ma (Cash Budget) MifJanmsie T i
tﬂﬁnmmmmmﬁmimsmmﬁm m' Lﬁ sEminnis: isinasig uigmimah
mULmnhmmswmhmnumimmmmmﬁi qmnmw s asmiingh
frreishinaiBupstismsgups:misaamimadsooilvmandspinsifivg
mima mmmmﬁmnmswjmmhﬁmsfnsm:’mmmUUummﬂuLmnﬂ

©-& %‘?ﬁgﬁm@ﬁlﬂiﬁgﬁ %ﬁ}sﬂé (Degree of Operating Leverage)

ATaisH SA mwﬁuﬁmmﬁ (Degree of Operating Leverage) DOL H1G{§{T SUN @
MMAUYUSMAIWISINAGIANMURUMIAN (Operating Income) IRFUIARIGIAR
RUiRug gumsithitummanuisGgSRAMIRUMSURIGM
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Percentage change in operating income
DOL = g g p g

Percentage change in unit volume

ABUISIR U STUUIR ST leverage §oMamnIAYRIUAISWS T 2pnAgankiasd
¢shthsmunmBanimuAsighimAdinnmustthimivif st gsRUaRuUAIS]
NI URBN SRS g HAI GRS sminpaInmASIAND
whvimiah (poL) MEEinsAnNIaahAINIR st SURaRUAY
[AGInNMUIM: imdnaam Ay poL tansmisatia GSoioilumopins
AN onUATUSEhiRIMIvADsSmMSIAIshnsRFnuthh il uthmaiw
TSLmnGmﬂmLUnUgfﬂmﬂﬂ

UNUIS I GH]IRSJUBSAINUAYUTS leverage 88 [ABUIS conservativelR U
Famsimapsunuysy mAasianm S anvgaApRATaginisivimind

s mtgumﬁmg.
Units Leverage Firm Conservative Firm
0 $(60,000) $(12,000)

20,000 (36,000) (4,000)

40,000 (12,000) 4,000

60,000 12,000 12,000

80,000 36,000 20,000

100,000 60,000 28,000

a ao

mtmmﬁgjtswuﬁﬁéhﬁmimm:;ﬁﬁm miAmigTbmAsinnmuiviminniuadst
GSSRURRUUATMIUYNUAGTSS 80,000 RAMIF 100,0000AH
Leverage Firm

$24,000 %100
Percentage change in operating income  $36,000 67%
DOL = - - = = =2.7
Percentage change in unit volume $20,000 100 25%
80,000
Conservative Firm
$8,000
Percentage chage in operating income  $20,000 40%
DOL = = =1.6
Percentage chage in unit volume ~ $20,000 «100 23%
80,000
idhidgntmgmauiu§mian (poL) ANURESIRUMSHSIRS leverage NS $UNG
mhputsitursigSmuivunAmSwyy MUNMERGSSNA 80,000 IAM DOL MS
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uinmimipgu imarsisminnSaRdasmmsmipyn 2.7 mAipguphma
Sinnmudud minniRugwimmsmaluunia 1.6 Matwanvvisivuafinw
¥4 DOL MOHIMSANNIMBjuy §AtAMN AR UM SEERIMY:

___Q®-VO)
" Q(P-VC)-FC

-0
>0
b=

= miggﬁﬁuwhﬁm
VC = SaMWiluy Ak WwiAm
FC = GAMWIG!

>

6
hwnfivsginuidiegumsgihwndiatiisd a = 80,000 hAm Y
= $0,80 and FC= $60,000 itTMGANNIMSMAUAURMIAN akijmy:

gP=%2 VC

2

~ 80,000($2.00 - $0.80)
~80,000($2.00 - $0.80) - $60,000
80,000($1.20) 96,000
80,000(1.20) - $60,000 96,000 — 60,000

293
Wq
=
n
=0
pxy
-—r0
p (V)
=
2

ghmvmiaanilhidmohidhegumnsSubwiomiwidBhmoHs!
nuRvU sHARS Wy

9.5 S RHRNBELHS NS Limitation of Analysis

muitw:MimauaIGiGmsmaAUAMIAN  (Operating Leverage) itHHMS
pgamnmaiidhilnsaysitumnsay SOisid T idionodann §h Samw 8w
N SMAUYUHEWITANISMIuAY theauinibhasiiinn $2 thaydnyidig

EUnLnUUIB’]ﬂﬂﬂJnmﬁHﬁﬁ 19 Lﬂliﬂﬁmﬂnimwnﬁ“lﬁ-mfnSbﬂnimﬁiwmnﬁiﬂS”ﬁ Nu

u

(9

2

al

LUQmqwmnwmmmwﬂmammnmgmsqgsmmwu gphig)aigifly T Gnmwh

9

HoNSMAUYUIRM HigasmdanuidhidiugahamOuaishist Adsip

v

Y i stinhisAmhwAansmais o wasansinSMSANUATHAMNMETAY

fn

3a
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GEBET It SERSE (Financial Leverage)

hendh g fismima leverage IREUMISMIGUNRAGSSOANUIRUITMARHA
iﬂUﬁmTUSWﬁJ’USQS (Capital ~ Structure) ﬁJﬂUHﬁmﬂf—ﬂﬁfﬁgﬁfﬂwﬁﬂﬁnUﬂ{]EUﬁLTIS
singnimagRoisismignamimad  ifhnsamanigiugangiuuaidapista

SwAURMIANY AN UTDUUGMHAIR G NRHT N | US{EhN JLUfmmr’nmsmé
§$8100 MAIWISGAMWINUAMMNUAIRINIWSgumsthianussAnnauisiBamy
BIENIMIN S YU WMA SN AGS S AYSIUATOATA
hpimshiswantmichol imsmapiviminnituhnsd§nmuisiakighia

ismnhgymi § memnviimi nagn Al ANt g

c
20

Balance Sheet
Assets Liabilities and Net Worth

Operating Leverage Financial Leverage

mgmawiviminnnsagnugindmmdmamicy 8 vip hmnsmadiigia
qumsﬁmﬁﬁmﬂu%smﬁﬁmﬁ&ﬁﬁ:gigﬁ?ﬂﬁﬁmﬁmmﬁgmmwﬁuﬁmmhﬂ NGNS
pgmMANGRTNSIR UM S uamnuRUAmMINNEoMInMHSIAS S GUMSUGRI
@ andamiiim s moviimig g

-9 SRIBIENREEBITNHBERNET (Impact on Earning)

phmiApiRuGnulimsmohvgminnidi Saugn
g9 mndimadssthinnaisdssinnuationuggesy
fIUMISESS $200,000 INUUMALS mmaﬁﬁ UENETAY

INANTES M m:mfnmmnumuin
4 UM JmSMﬂULUnUn”WiELﬂ

Total Assets- $200,000

Plan A Plan B
(Leverage) (Conservative)
Debts (8% interest) $150,000 ($12,000 interest) $50,000 ($4,000 interest)
Common Stock 50,000 (8,000 shares 150,000 (24,000 shares
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at $6.25) at $6.25)

Total Financing $200,000 $200,000

IMUIRSMIM leverage (Plan A) ITRENENWESS $150,000 SRUAUANMAT]S
000 TRNMATISEYWIG $6,25 GUYWNFA gfuiRsgsuigutss $50,000 gutd]
5

(]

Cle ¢
N 50

w g
220

3

00}

[a)

‘_'up

windgs $50,000 igtsmimnm:mion

Dl o

matiSifEiuisygsigs $150,000 i MTANGSS 24,000 Tang Mniakimuitdi

asAnSAGINMakywigImatls  minvidsmigiafichywilamgamis (@A
S50 Mysin UURA mifma A Shud 0§ (Earning Before Interest and Taxes EBIT )

mmamsmumm\;swa (Plan B) B8 AN

Plan A Plan B
(leverage) (Conservative)
1-EBIT (0)
Earning Before Interest and Taxes.... 0 0
- Interest (I)....cooeeveeveenenienieeeiee $(12,000) $(4,000)
Earning Before Taxes (EBT)............. (12,000) (4,000)
Taxes (T) coeeeeveeeeeeeeeeeeeeeee e (6,000) (2,000)
Earning After Taxes (EAT)............... $(6,000) (2,000)
Shares.....coceeeueeeieeieiieeeeeeeeeeeeeeeee 8,000 24,000
Earning Per Share..........ccccceenienee. $(0.75) $(0.08)
2-EBIT (12,000)
Earning Before Interest and Taxes.... 12,000 12,000
- Interest (I)....cooeevereenenenieeeiee $(12,000) $(4,000)
Earning Before Taxes (EBT)............. 0) 8,000
Taxes (T) oo (0) (4,000)
Earning After Taxes (EAT)............... $(0) 4,000)
Shares.....coceevveeeeeeieiieeeeeeeeeeee e 8,000 24,000
Earning Per Share..........cccccceeenenne. 0 $0.17
3-EBIT ($16,000)
Earning Before Interest and Taxes.... 16,000 16,000
- Interest (I)....cooeevereeneninieceiee $(12,000) $(4,000)
Earning Before Taxes (EBT)............. 4,000 12,000
Taxes (T) oo (2,000) (6,000)
Earning After Taxes (EAT)............... $2,000 6,000
Shares.....coceevueeeeeeieiieeeeeeeeeeee e, 8,000 24,000
Earning Per Share.........cccocccveenenne. $0.25 $0.25
4-EBIT ($36,000)
Earning Before Interest and Taxes.... 36,000 36,000
- Interest (I)....cooveveveenenienieceiee $(12,000) $(4,000)
Earning Before Taxes (EBT)............. 24,000 32,000
Taxes (T) oo (12,000) (16,000)
Earning After Taxes (EAT)............... $12,000 16,000
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Shares.....coooevvveeieeiiiieiiiieeeeeeeeeees 8,000 24,000
Earning Per Share.............c.cccceuene.... $1.50 $0.67
S5-EBIT (560,000)
Earning Before Interest and Taxes.... 60,000 60,000
- Interest (I)....cooeeveerieneniiniieeieee $(12,000) $(4,000)
Earning Before Taxes (EBT)............. 48,000 56,000
Taxes (T) oo (24,000) (28,000)
Earning After Taxes (EAT)............... $24,000 28,000
Shares.....coooevvveeeeiiiiieiiiieeeeeeeeeees 8,000 24,000
Earning Per Share..........c..ccccceuenne.... $3.00 $1.17

~wgatnminavhifisimopinsteywimAtianmidiiga 4 SaghuARYUS
Mo SMUSINSMRANUIMESNSIRUMSugIgnT HMngnstss so% isiphmni
2Rs0ITUNSANS Eaming SNUYWpnmaTisantiigsmigampaAtals EBIT
IRMIMT Eaming NRIS:UIMMAMATIMNMURTEMINNIVR{ABUISYSINUURNS AT
nsifigiaantuhgaaidmima §h ngaidhwgadia EBIT MISOUA 0, $12,000,
$16,000, $36,000, and $60,000 1A EnMEINTAMRTIIIRBSMARRA QIS :Thigsmi
finfugatnsimadinnmuavamiant EBIT Jommuity:mimamuAiaSywaiUiw
ATAISMAGINNMIRYWMATISNSMNGMZNAMA ($1.50 versus $0.67) MBIUS:
mnhabilhmsugmanshv situthadim wensmidingmuiviminhey

RAMUAM{ABTISNSATAGANUSIU ATISIABUTS leverage M1SMIUIRA eaming ARG

1 /N

mav)siBsmiahaiih s swsaiihsgapur)stnsAtaisomismivifam

M

earning AUYWMATIS{UASITATAIS EBIT 118G§S $16,000

hwhfapduaimuitunsmigounmis§nuisicgsmiiipin@afing  caming
AkywoNMATSY
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EPS (EE)A Plan A

Plan B

25 e

v

EBIT ($ thousand), ¢

RYW EBIT S8 $16,000 ITHANNGGUMS camning GSS 8% 1U{FNJUH[RNIUGSS
$200,000 iEsAmInmumansisigiuiR upIGamwidmIZ WIvATHBTSY thytwm
@ aGaNRNUIRSMI A BISMISMIMSMAUINIR (Financial Leverage) Z1AIRM
g yms@asinnmaswiggmatistsbysifswdsd erir mismifsiglh
meifgeu

m-1- o?ﬁ?ﬁiﬂ@ﬁ?@ﬁﬁ@@ﬁ (Degree of Financial Leverage DFL)

hehmifaiRumsm nmﬁuﬁmmﬁ (Operating Leverage ) S tﬁfggi;q (Financial Leverage )
et liGhioguistsigwiywilitiumywHisigwiglay Alaismsmavligigmo!
mshaitihwilidiummaIws caming per share (EPS) IRIAGIEIMUGRUNMAY

1y [Uis 181 AGINN YN UUAM im AskN S (Earning Before Interest and Taxes EBIT )

DFL - Percentage change in EPS

Percentage change in EBIT

i181a$ DFL MOHIMSAMNIMBIUYSANAIgNIR UM SHonImY:

403
=
3

_ EBIT
EBIT-1
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a b

GINUAMIMGWMIAMNATAISSMNUIMIA (Degree of Financial Leverage) fUNU
insmi A Shigsmi B iRumsuingmakmnifiinoys (pRATalS EBIT GSS $36,00049i%
smi A sHfmatanidunsmivimImASSS $12,000 IBsMi B msmisamwia

$4,000 4

3

iRsmi A( Leverage)

DFL = EBIT _ $36,000 _
EBIT-1 36,000 12,000

iRSMi B (Conservative)
EBIT $36,000

T EBIT-1_ $36,000— 4,000

«=0
C?

N’Iﬁﬁﬁ?ﬁ IRSMI A NSATRH SA ﬂtﬁimfﬁ (Degree of Financial Leverage ) 8ﬁljmﬁ[_,ﬁ'tlflﬁ
S $36,0009 (UG SS DFL IR SIMIBMISHINSEOW: MUAMUMSAN
earning GSS 1% m-ﬂUUIEn 1.5% mMish Sig‘jﬁ nﬁ Earning Per Share fU gﬁi SN
mifsigiaia 1.1% GigM:anUiRsMi B 4 DFL MGRINSAMNSIAUATAGIN
vminhitiwhm smiwyuicsoywiadsoywig)alaiism A diomu
Hesfiinsmi B i ia

]

-t ey
c= 3
=

-
I |
“zé o

-—"b

SII

- >
2 -S:
N

S

n

C;a m
N

w G

i ha}{}

on-0n ‘ésa%mééemssiﬁim&%m@mmﬁsgsg (Limitation to Use of Financial
Leverage)

YARMIS S HAMNGMSIANIUR sthmniim s uiatinngaRves
oimonsin:hipnmat)sig)aigs 2 mqwmﬁLUmeumthusnhmﬁqummmgg’
gs(piATATS EBIT G§8 $36,000 1iumoggumsamATaismsmnilimig (DFL) G§S
18 shwildhEsufmipnmatisifhmodwaHaSSS  $200,000i8 Ui SMI
GAMWhmMIIMAGSS $16,000 (8% x $200,000 = $16,000 M{MA )

bpr_ EBIT _ 836000  _$36,000 _
" EBIT-1  $36,000-16,000 $20,000
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muiwmiugnAghHaue  imuinismiann Shmsmadlinighinhinganmiy
Lmuﬂusmqui’gms%ésms:qw awiFhisstiimuinsthianuuinwm3jes
LU‘iLiﬂuSuanHtﬁS 91?@19‘1 X Lumsmtwmiﬁmnmmmummgﬁmmm

3-

TtﬂﬁﬁﬂJIS:QnmI—ﬂUUIgSHLmMNLm HﬁthﬁEULnfUﬁ Sﬁ ﬂnmmﬁnnﬂnmfigsfﬂn
nﬂﬁfﬁm[}jfﬁsﬁﬁﬁjgf&ﬂﬁmﬁinﬁﬂ B SENRIS IR AMI) WNPIUAT AIMATTS
(Common Stockholders) AMIPAGIGITAITANMATISHMOHINSFUiRIsthmigdjgm

fimuismipuphtlimiafih adumaivuspunisahfan foutismpuis
HISMAOUTIENIA  (Financial Leverage) {HitSMIgHigHstwmsmighiutiay 18:8s

o
(4

fustSS WM financial leverage SSM SRR LUK SRARBUS19 [weasiTidig
Lmf{mmsmnﬁwmhmu&’m*’mwmmﬁamﬁwmﬁ?ﬁyﬁ Cost of Capital UISHIG)ah
(MARTZ RN RUIRIR B ding dwshoitiuaiE uyaiidim ah gy
ontpstisitumsansmodinns 84 wasaniviAgymsiimadanumomity
IR0y

é- MEFBBERVBINYMOBHBEMIRD KO LUMSH

Combining Operating and Financial Leverage)

wasidmsmapduiminn{k ﬁigf@ﬁggﬂﬁ?}tﬁhﬁtﬁs return TR Y Big:
iR e guMSHAYIIIS leverage MuIt:MiRMMMSMAARAUQURDANTMIT
Lmﬁ'ﬁﬁmmsm’gnﬂm combine leverage ﬂmﬁqmu?mu'?ﬁms§uﬂwmmgmnmﬁuﬁ
MION (Operating Leverage ) 1SRG NUR IO TSI NJAIY]R (Assets Structure ) TURTHY
mnmﬁiﬁgtsitnmfﬁmms,mmtﬁfmfﬁ (Financial Leverage) B1S8§nUilimiiimavm
MY debt-equity 1ASSORNURANSHISINWAMIANGANN (Income Statement) HISAN
wavgminhmsmiannah retun g gumsiphugmnnisinuitumsmndiigin
AnnadfinyuiviioasnisAnianuagivandazpdnatann  §h  Snsthise
19)atuhicANFI N AIMATI SMUI N eaming per share 9

mnaQimuumim gaummﬂ%sﬁ§nmmﬁ3msmmmﬁuﬁﬁmh Sh msmaviigia
WM MASIANMIRUMNR FRHAIS: ssmmsmnﬁasﬂmmmﬁmsmm@m
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v ihugathahAhaansiiamsmnuiviminh 8 tiipiagsy 8 Ggsi
AN SGSS 80,000 A

Income Statement

Sales (Total Revenue) (80,000 units@$2).......c.ccveveeveeueennnnne. $160,000

= FIXCA COStS..cuiiiieiiieciiee ettt e 60,000 Operating

=V ariable COStS......uoiuieriirieriieieeieeeeee e 64.000

Operating INCOME........c.eveueuiieiiieieieieeeeie e ns $36,000 Leverage

Earning Before Interest and Taxes.........ccccvevvevvevveereereereereenenea. $36,000

I 1 11S3 (1) AUt 12,000

Earning Before TaXes........ccceeeveeriieiiieiiieriieieecieeie e 24,000 Fi il

= TAKES e evvvvvoeeeeeeeeeeeessossss e 12,000 p ''hanca
Earning after taXes.........cvveveierierieeiiereeteeieete e $12,000 Leverage

SRATES......uviiiiieciee e 8,000

Earning per Share...........ccoocooveeieieieieieceeeeeeeeeeeeeeee e $1.50 Y
AURGIHAMIRANINSMOURUAMIAN (Operating Leverage) HISRENUSINARAMM
ignabilisimwminnmasinnmisuwmsmidnnagiimadinnmuivimian iviw
[MAGIAN mmﬁuﬁm ﬂj']fﬂmﬁ Ui NUANNE S mmma’n 9 mﬁﬁm‘[ﬁ LUUgTiljﬁ
HI§A nmﬁuﬁmmﬁﬁm smadignipiRpiismadinguivimion T adinng

S u9’] Lfﬂn S Ut'mg (EBIT) msummm return Iumwm%iﬂﬁﬂﬁfﬁUUSﬁﬁﬁ
fifY marketing St i E'ﬁ i1 ﬁ‘:lic.}jnLnfmS?rmmmnHSg%nMﬁLﬁ\ln S UﬁﬂSﬂnﬁi
U%STmWﬂfﬂﬂLmﬁﬁmﬂm lﬁﬁﬁﬁlmﬂ”ﬁijn[}ﬁﬂlﬁ EBIT 2ji¢1% EPS TNWJUZ]ﬁiL”']U

o

nUG]oIS:

o
=
(&=
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Earning G ted
arning Generate EPS =1.50

EBIT = Operating Income

$36,000

Financial leverage

Operating

Sales = $160,000

Leverage Impact

c-9 é’ﬁ?aﬁ’es&:@mmgg@ (Degree of Combine Leverage)

Degree of Combine Leverage msm’?mﬁ&ﬂfﬁmﬁgﬁﬁﬁf{jwﬁ}mwmmﬁmﬁﬁn@m n
upnmAggnaistiigumaun MywoliGiuls Eaming Per Share ARMINANRENNIYE
miamsmophugmion 8k msmadiimigidugmamadinnmiywmipguism

UAR $160,000 (80,000 RAE ) 1§1 $200,000 ( 100,000 RAE )

i}

Sales (Total Revenue) (80,000 units@$2)............ $160,000 (100,000 units $200,000
- Fixed CoStS...cvvvieiiieeiiieceeecee e 60,000 60,000
-Variable Costs.........coocvuiiiiiiiiiicieieeeeecee e 64,000 80,000
Operating INCOmMe.........c.ccevvivrieieieieieieieieneen $36,000 60,000
Earning Before Interest and Taxes..........c.ccouue.e. $36,000 60,000
S INEETESt e 12,000 12,000
Earning Before Taxes........cccceeveveeviiieincieecnieeenne, 24,000 48,000
= TaAXES et 12,000 24,000
Earning after taxes..........ccocvevvieieneeiieciccieieenens $12,000 24,000
SRATES. ..o 8,000 8,000
Earning per Share.............cccooooevieiiiiieeeeene $1.50 $3.00

JUBSEUNUANNS) Degree of Combine Leverage DCL MIG{HIMSANN ORIMY:
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iwiiimumumniahibilhnsaANS DCL MSHTNRIMY:

§1£32XlOO
DCL = Percentage change in EPS _ $1.50 _ 100% 4
Percentage changein sales  $40,000 (oo 25%
$160,000

ianaithiGiutsoismiuARaG Ui sMAUYNGSS 4% Ak EPS 1SipaA
Tals{uAudminh g gphig)a peL mopinsannImuivuaihaligngoahimey:

Q(P-VC)
Q(P-VC)-FC-1

DCL =

MuUmMNAIRUDSFUNDRNGANNDFTONMY:
Q = 80,000, P = $2.00 per unit, VC= $0.80, FC = $60,000, I = $12,000

_ Q(P-VCO) 80,000 ($2.00 - $0.80) 4
~ Q(P-VC)-FC-1 80,000 ($2.00- $0.80) - $60,000-$12,000

SilwwnsmMNEoMMyWwmIALN N NRIGY

Ll ol b B B

UM &

9-[AHU]S Gateway Alliance D{ABUISIUAZIAINUIG]S (Toaster) IRNVNSIGUARNYWRA
mig $20 Sudamuwipyunsdin $15 AhywiamY [putisnsappipnhusm
GamuwitiGss $80,000 4

-—n

A- ANIGSSIGIRumMiAm 216,0000AM

g- Gingmnhakigme $ imgiuinmiissioilvpinstinm 2

N\
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Sales 16,000X 20=..............
- Variable Costs  16.000X 15=..............
- Fixed Costs 80,000
Net Profit Sales-Total Cost(F.C+V.C)

3

AUYWRAMY

C 3 w
1

- Hazardous Toys Company ('S A boomerang iR U S’fgmﬁfﬁm $8
Nywm R mH]SUﬂJﬂLIﬁLULUﬂJUSS $7.50 mﬁﬁtﬁhn mnwttiwgums $15.000 4

A- aONIGSSioIdutham 2
2- AT ANNATR U oUIRaMS|MAGIANMSSS $25,000

M- Enco Lighting Company HWSUMUJ’IMGSS $100,000 SHH S g A $28 ANYWRAM

u

-5

GAMWIUYUYIS $15,50 ARYWARTMY

Q
=Cce
a

A-ANNSIGS
2-AANRGS
U S ML

3
a San
C?
L,.E ZCD.

LUﬁJSiULnHU]SUSLUUMHLUiUiUnLnHm $75,000 sAWEAMUWiY
$17tmwiumn:nyisﬂutumﬂ

S
SAY}
Py
O
xJ1]

o 3
r7A BER 3

1611

c
D3-
=
Eo

G- Air Filter 1§ ARUIUAINIG $6 alYwRAm Shmstamwysalimy:

ReNtuuueeeeeoieeeeeeeeeeeeeeenn, $100,000

Factory Labor..................... $1.20 per unit

Executive Salaries.............. $89,000

Raw Materials.................... $0.60 per unit
anns1Gsogoitiy 2

0

&- Sosrig Ltd fﬂmHtﬁ‘Sﬁ ﬂ?ﬁfﬁjﬁiﬁﬁ 5 IR U SMINWAINN Income Statement ﬁUZ"Iﬁ
imy:
Sosrig Ltd

Income Statement
For Year Ended December 31, 2007

Sales (30,000 Skate at $30 FHHHT) ...c.cocvevevcvcrcrcnnnnee $900,000
Less: Variable Costs(30,000 skates at $17).............. 510,000
Fixed CostS....ccueveeiiiiiieeiieeiieeieecee e 270,000

> a

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen
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EBIT ..ottt 120,000

INtETESt EXPENSES....vvvvrrererererrrniiiiieieeeeeeeeeeeeeeeeeeeeeeenees 90,000

EBT ..o 30,000

Income Tax Expenses(35%)....ccceuvveeeencveeerneeeeennnnen. 10500

EAT e $ 19,500

fi.ANN S Degree of Operating Leverage (DOL)
2.ANN S Degree of Financial Leverage (DFL)
A.A0N S Degree of Combine Leverage (DCL)

W.ANNSGST] oIty (Break Even)

N

- Harmon Lﬂ[ﬁﬁtﬁ SR FURIAN Eﬁu iu U SMIin liJ”‘IIﬂ»ﬂ Income Statement NU mhtma

Sosa Company
Income Statement
For Year Ended December 31, 2007

Sales (20,000 gloves at $65 HUHHUI) ......cccovvveviiiiennnene $1,300,000
Less: Variable Costs(20,000 gloves at $25).............. 500,000
Fixed CostS...cccvvveeiieeiieeiieeeiee et 700,000
EBIT ..ot e 100,000
Interest EXpenses. .....ccoovvviiiiiiiiiiiiiiiieeieeiieeee e 50,000
EBT ... 50,000
Income Tax Expenses(30%)......cccceveeereveeeencnveeennnnnn. 15,000
EAT oot $ 35,000

A.ANNSY Degree of Operating Levera ge (DOL)

2.ANNS Degree of Financial Leverage (DFL)
A.A0N Degree of Combine Leverage (DCL)

fU- University Catering 08 ﬂjﬁimﬁﬁgniljéﬁé 50 pound $HNWIF] University Dormitories iR
NSHYWAMUIG $10 9GamuwisiantuAvdminhunss$s$80,000 stwdaAMUiy
U 8G$8$0,10fN YW pound

A-AMNIGSOIGIRYAMY

agthwynSippniphi A8alowan Shshsiad (w.a.e) Israghutiuins ShAen



pUARIIgIg ananigpiwadgaany

2- ANNMAGIAN T 8 ARAINNUATS 12,000 AT 84

_4:»

25,000 AU
A- ARNS) DOL ARAINNUATS 12,000 AT 84 25,000 AT
W- {UAISEN University Catering 1S GAMWMITNAUGIFESS $10,000
AONS) DOL ARAIINIUANS 12,000 AU 84 25,000 AU ?

B- AN DOL fNUAITN Fiadi

G- [putistifsisintsthigmuii|maATageauls Operating and Financial Leverage
ihwaniia ﬁms*“mLULm 'g“ yété’u Shmsmonwygngmiguwimwannga

Ramihigng SHEAISY wgaD{RYTIS Susaki Company MISUTNANUATSS 100,000
thnﬁpj 7 $25 ANgWwRAm Samuwiuyums $5 ANGWRAm Susamuwising

$1,500,000 G gam waim AN S $250,000 AN S Degree of Combined Leverage NU LQHU] S
i1Se?

€- Glynn Enterprises and Monroe, Inc

e

S

s@hfimkasdanguanuifaiantadamnstiigiapinsgudfonimy:

Capital Structure

Glynn Monroe

Debts@10%......ccceveeeeiieeiieeeiieeiiee e, $1,500,000 0

Common StockS........coovvvviveieiiiiieeeienne, 500,000 $2.000,000
$2,000,000 $2,000,000

Common Share outstanding................... 50,000 50,000

Operating Plan

Sales (200,000 units@5 each)... .........ccuue...... $1,000,000 $1,000,000

Less: Variable Costs (200,000 Unit X....... ) 600,000 200,000

Fixed CostS.....cooovuveeieeeeceieee e 0 400,000

Earning Before Interest and Taxes (EBIT) $400,000  $400,000

ﬁ-LUﬁ?SfﬂfjﬁUfD FUMINI Capital Structure {ULd Glynn @YW Operating Plan Ut

Monroe TR S Degree of Combined Leverage ?
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M REN RISHAS R E T
S- LUfG Sfﬂaﬁjﬁ@mﬁ Capital Structure {U U Monroe fﬂH”[ﬁ Operating Plan 1Utd Glynn
TAANR Degree of Combined Leverage ?
A- ANEIANT 2 [URS Salesmsmﬁﬁsmjhégs 2k 18 EPS mIsSMuAsigiuis?

90- Desoto Tools, Inc. ANUWSIRSMINPARUAAYT min(finissmiGamuwsss
$300,000 IRUMGIATIINUIN S ARINWIN S Bonds IUMSMIIMA 14% SHHNGUAD
Sanmatisinunssss 10,000 GOt Common Stocks IRUBISIG $30 RYWEAY
IwmingsnsminRagimsgufonkime:

Desoto Tools Inc.,
Income Statement

2010

SALES. .ttt $1,500,000

Less: Variable Costs.........ccooevvvvviiivinnnnnn. 450,000
Fixed CostS......cooovvviiiiieeiirinnnnee 550,000
EBIT ..o 500,000
Interest EXpenses.......cccceeeeevviieeeeeecnnnneennn. 100,000
EBT ..o, 400,000
Income Tax Expenses(34%)......ccccccvveennee. 136.000
EAT ..o $ 264,000
SRATES....coeieieeieeeeee e 100,000
EPS. ..o $ 2.64

suinfinminAmoiRsmssgs $1,000,000 uiguig)ad Gamuwiuiynmpisiaitua
5SS 80% ISMIUARIRIUY GamuwitiSansmifAsigIuRUGSS $800,000 9 HMNSHIS
34% 1

A- AANS) DOL, DFL , DCL ¥S¥sminifin

3- 1]JUG Income Statement &INUIRSMNY twywiFmianuenng §h ywig)a
iJth Common Stocks FRHAAINUGAMWUISHGSS $300,000 210160 2

A- AMNS) DOL, DFL, DCL Uufinifiag -

yoiMIAUERUINIR
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une
Usu

4

3p
K Y7a]

UUNE WU Vo 6

University BC MISFURIMARENUSNS 50 pound 2Ji§1 University Dormitories iR UBISATOU
yuwrmuig $10 1Gamuwisiintpduiminnunstss $80,000 WEAMUWIHYUNS
§$8 $0.10 ARYW pound

G

M
215 AUAILNUATS 12,000 AMU §4 25,000 AU

Q0 3

AANGSOIGIRY
nIMAGIAN

—p D}

o}

B =2

A- AN DOL ARAINNUATS 12,000 AU §4 25,000 AU
w- LUfIQJSfﬂ University Catering msémnwmmm ﬁLUUﬁ@ﬁfi%S $10,000
AONS) DFL ARAIGNIUATS 12,000 AU 84 25,000 AMU ?

4- 5ANQ DCL SNURINN SRR
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55565 RRD

SEBRE BS MIBHSSHBNINSH

o

Working Capital and Financing Decision

minsAighsmiiiaisuhmomiingdiidy ﬁLﬁﬁLﬁmﬁ:mmmimsmmjufﬁtﬁaj
g penssipanfipigatsidimam ﬁrﬁ]msmmm[ﬁﬁmmﬁdhhmﬁ
mmmu‘mﬁ;ﬂ‘fﬁmmsﬁgnmg‘hmmﬁsmmgﬁ (Inventory) S8 AANS{HIFFA (Account
Receivable) SHBISIUHGMMhuanansimaisisimufinnsismivAmuiw: mivigy
SHENJAUAY  (Current Assets) 9 G§8g:ismuAsigiuisSHONUSIENRIMSAMgIhWw
USIMAGIANG (Retained Eaming) igyruShiamghsmoialigmspumsanuasins
gulfampiaswasaidimassmmiiatihsthamviioghmiuibg
fzjmsmmﬁstjssmmwmimq]msmmmmnuwmwmfunﬁmuinammemsmﬁ
HATS SO S{UY MBI MINAMTANM AT SHGh mjc:ommon stocks ~ Preferred
stocks Long term bonds Sﬁqmumiw:mmgmm miLnULnﬁ?{SUmnH]Sﬁ“ﬁLﬂU?ﬂngﬁ
Mywmigntliimuians SH{ATERE Y NAYIUMRIAY IR
mwnsmidamuwin Ui siUmipUARgSoRRtRuAMuREMIRMIY  Dhaghisn
sagAniansmiwy i anigituaidimsmipipl lmiesSains)us
i atssiigsiswuifianamivanéon 2 tﬁtu‘?hmGiﬁ@ﬁﬂﬁﬁ;ﬂfﬁgiﬁﬁjﬁﬁﬁﬁghu"nh
Boigo ? mpaapns:BsmsmnnagomisnoSgubiwnuitiginusanns §ia
oaimsmianjnsmuiwismonspinumsy  miucdanwinuithnsmichs
QAgamMywmMINGEalmMITMAM Plant and Equipment §hmitﬂuémmgmw§ﬁyi
Muinug:hmohanaimnimadwivapetisy  miousdans:inugibescmian
ANASUARYUISMTSgUWAMSSigsiwinuiiim SIRTHG Y

TSZtGLﬁU
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BRI ananiene
9-RBHRN: RS FHRNVIREYRBIH

AU sBsdulithiputisitunla 84 WARMARUISAYUS PUHAIS IR
msthous:(gn) 8§ Homus:gn wasiipvsysMTAdTs{gnjuyjR ARHAIN:
Shensmufsigiaiitighiwnuinonomyosiite - agismugigsmignjuyd
RYAgMNISMIALTAR [SRnNAIMNMIUASINUHOAR M SIAURISRUS3jmsmn
wimthywmniidangiiunsiuieaaslinuitumiual Lmﬁﬁmsmnam@nm:

d

papainhmndsinhganhmiviguiugwau§idnifnigiainuhimsagnui

8_

3

GRUS1AN G S3 Account Receivable 4

QRAININWIAUIS JUEIRIINUESNHANERNSE  Self-liquidating  assets
MumsSwhuahismisiohumuisinuinthimainmywe ugathistiluiinnigs
nsEmiaanitsgs 900 8 mhmimsm:mmsﬂmmangmwmsmq\mgﬁmﬁm
1S tHARIVAIGMN IR M RIS SIUIWN 0 Receivable SMAWTAGMAN IRRAUYN
ShgMnonUHARRIW NI 1pRAINNIS ¢S ORI REARIMMANUI 0 W3
Uspme

ganmnuis:gnbanfiamiingidunsipivamianiduaigihoisiin uand

msmi]ubie) annanode 84 GuaTh guNGUATMEIAGIUATEAY G383 %smgﬁ
wagamopinswasaiiimasansiouity  wihiiste)aisiamonfmas

LUﬁUﬁ‘WmhIUﬁ'JHﬁmUSi idimoifmiingmsAiduansmisimpignmi:g:hag

>0a

o

3}
mmLUHSEUnIUJaniLULG‘INS’]ﬁHNﬁN[U"Wﬁ ANGAIS fj, MSIUMNh Permanent current
assets "]THEUJUZ]ﬁ‘i[fﬂB’Z
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Temporary current assets

|
\

Fixed Assets

v

Time Period

Temporary current assets

Permanent Assets

Fixed Assets

v

- PRSI E RN EIR6YESSTE

qhﬁgmmmﬁiﬁgﬁﬁmsLsmjmsﬁmﬁsﬁsmjhtihﬁu?mghmafgmmmﬁﬁﬁg
BinSHS AN WHS{E 0T t"ﬁgﬁmngmjmﬁghms§§1m1§wm?mw’nwmﬁﬁ
mﬁLULUquﬁﬁtrfmmﬁwzgt"mmmﬁ’ﬁﬁmsrﬂﬁhf@ﬁtrﬁmﬁwmmfsﬁ?ﬁ%’sﬁn?ﬁﬁ
avmsmipuuhywaiaismudg  shinuidupvisimsthimiut
muAsigiatiginuiRumiuAm SMiAs igamuthakianyguiinsmi
Account Receivable B1SMIAsIgic ghmuudidhimisimipu)sg:mss

(Y

2

S @

™ = =

T T
n n ¢

23]
o
-.C3

c—"o_
Dio
-~
o
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w w W
2
S
=
5

MR UNGIRMS gﬁ° pnimiwnugy MuiRois:mshmsHgN 5
muAsigihSumaghywaTaismiua Shtnmonumndsigihismiu nmmﬁvﬁﬁmm
muAsigihg Sumim ﬁugwdﬂhﬁ GRanhHos{gniRiAan S{pRATAR UARYS
e

B
3 &Y
-
3
o
n
‘%
=

A SIRAID:RRWM 2 QUINYWIR U NN UMIUATR U S MuIiSAUgIve

s §R9mmymeaon UsuymjjﬁmmmnmmpsmSﬁitnStsjﬁmhnﬁnsjhiw INUURAS
MUY MW ANMINANGIH ﬁmsmnsﬁaummmmnumsawﬂmmmﬁwymsaﬁ
4 fun BhhmsmiAsigiumisganuinw vy mim:ny Si ohiagiAl
Ruigumsmun:nghifs Juswaimnitumsswiim:nyinghd)
IGNUIhwisnsmim:ny vigumudimiR a3 sMuAgUSNMYWRVGISIRN
nemuSSsywinuAnnay hwosmitligamemiuaiumsitagasunuagh
s Ng ﬁLUS snUiinugsiRuaimsmiuadshsigjmsmiugném
uig fﬁmm?ﬁ% 3k §mt§ejmswt’nmsmmgﬁ ‘nLnULméﬁfmt'Jmimﬁi’ﬁmmmﬁﬁm

MISMIAGA iL’SSIﬂnILﬂUJﬂSnJi[ULnHmSim uﬁw Houghtton Miffin fh2AUNIANYWe

numiApIU G nsmiuAiR v sAidh smuigiamIuAn SR §n R ASIANE
ahgwipnmatisjmsmuAsigiuiumag:«

- S RENIRR 6 A H BRI SN AP B S IPN B RN S B HHS

idfnsmninwyugimidan  gndnioamidigyoy§angiiunsmn

HUTUUITURS{BUNS Yawakuzi Motocycle Company TRFURN{ABUISHUA SHuAGER:1UEA

ﬁﬁfﬁmas,mgmmﬁsgﬁmm?ﬁ%%s§mﬁ:€mﬁtiﬁmﬁ'ﬁssﬁaﬁmm“"m‘fa 9 Ui

minAshmsaihsisiaimsipma  famAadannidumoanidihimasakiam
iix

(e
L}

> 3

muiBuuASsIGY hwaniarous{gnSingaiiunsaimasguisahiinhimg
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M REN ananieniwadsndny
alanyensasancdgiditaadanyiionsainly  Suifmaifianyidany
IRUWSUAMNgiRATRNDSHUMINNAINNAEIMIANUIW N VigMUTe
g aRisaminuonsupmatmnhniimy:
Sales Forecast in Units

1%t Quarter 2" Quarter 3 Quarter 4™ Quarter
October.......300 January.............. 0  April.......... 1,000  July....cocoenennene 2,000
November...150 February............. 0  May............ 2,000  August............. 1,000
December.....50 March.............. 600 June............. 2,000  September.......... 500

feahw§hohmmopinsamnnuisfyw tlt; uinmanimy  SApimsAnNRYWw
SaMwBUaARYIRMUEHIGAMWNUEWRAMGSS $2000
Production Schedule and Inventory

Beginning Production Ending Inventory at Costs

Inventory  + (Level Production) - Sales = Inventory $2,000 per unit
OCt..oovvvrrveee 800........ovvveerrrerssorrrreeee 800......... 300..ccc..cmrrreee 1,300.............. $2,600,000
NOV..orree. 1,300 800........... 150.cmmmmrerrerneee 1,950..cccvcec. $3,900,000
Dec............ 1,950 800.......... T\ 2,700............. $5.,400,000
Jan............. 2,700 800............... O 3,500.............. $7,000,000
Feb............. 3,500.......covveeeeeeseerreeee 800..........o... O 4,300............. $8,600,000
Mar............ | 800........ 600..........oovrrree 4,500............... $9,000,000
PN 4,500 800..........1,000..............co0.. 4300............... $8,600,000
May...... 4,300.........cooooreeeresessnnnoe 800.........2,000..............orre 3,100.........omn. $6,200,000
June........ 3,100.ccc..cooooeeeeeeeseeeee 800.........2,000................oe.. 1,900............... $3,800,000
July.ooooe.. 1,900 800.........2,000............crrrre. 7)1 $1,400,000
Aug.............. /)T 800.........1,000..............oerrr 500..........oooee $1,000,000
Sept.nrrnnnnen 1)1 800........... 1)1\ 800...........oor. $1,600,000

AtaisuRRphigifun s MmNt Acso2RURAGSS $6 million ARI2ES 16
ATAIUORAGSS $1 million pRigAiUN IRuGSTIS:MiIkGAMS §UIGMUMINA Shuguf
G]0IS:UAMGS qmmmmmnmsUssmmﬁﬁ isiaion g gifSapdumysumumini
MINNAINMUA MNASGUANGIMA 87 mnhSamwanSMATRUMSET
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Oct Nov Dec Jan Feb March April May June July Aug Sept
Sale Forecast( $million)

Sale
(Unit)..coeeeeieeieeneene, 300............. 150........... 50, 0 S (0 S 600............ 1,000........... 2,000........ 2,000.......... 2,000.....1,000.
........... 500
Sales (Unit Price $3,000)....$0.9........... $0.45........ $0.15............. 0 SO [0 SO $1.8..ce
$3.0.cnn. $6.0.......... $6.0............ $6.0......83.0............. $1.5
Cash Receipts Schedule ($million)
50% cash........ccceevevueennnnen. $0.45......... $0.225........ $0.075........... (0 SO () SO $0.9............
$1.50 . $3.0.......... $3.0..ce..e. $3.0......81.5............ $0.75
50% prior month's
sales....0.75 ............. 045.......... 0.225............ 0.075.......0.coccueene (S 09 150 3.0, 3.0 3.0u e, 1.5
Total Cash
Receipts.......... $1.20.......... $0.675....... $0.30.............. 0.075.......0............. $0.90............ $24............ $4.5.......... $6.0............. $6.0......84.5...........
$2.25

*Assu me September sales of $1.75 million
Cash Payment Schedule ($ million)

Constant production of 800 units per month
at costs $2,000 per

unit....$1.6........... $1.6........... $1.6.............. $1.6......... $1.6........... $1.6............... $1.6......... $1.6............ $1.6.............. $1.6........ $1.6......... $1.6
Overhead.............ccoveunnnee. 04............. 04............ [ 04........... 04........... 04, 04........... L 04, 04.......
W04 0.4

Dividend and Interest........ T e TR, e s e ————— s s ---
.......... | O

TaxeS..oooveeeeeeeiiiiiiiiiiii 03.............. e, T 03......... e el P PPN 03............ e —

e 03........ s —

Total Cash

Payment......... 23 e, 2.0 200, 2.3 . 200, 200, 23, 2.0, 200, 23, 2.0
2.0

Cash Budget (Smillion required minimum cash balance is $0.25 million)

mgwynSApniphi ASaigiuda Shehsias (w.n.9) Is(raghutiwins ShAep



M REN aNANTNGwASgARAY

FIOW.reerevorre $(1. 1) $(1.325)....8(1.7).coeeennn. $(2.225).....8(2.0).cccrs. $(1.1)rvvroronnnn $0.1......... $2.5 e $4.0.rvvvvveennn. $3.7.....81.5

Beginning

Cash.............. 0.25 e, 0.25......... 0.25..cccivenne 0.25......... 0.25.......... 0.25.ccciiinee 0.25......... 0.25........... 0.25...ccnee. 0.25.......L.1.........
Cumulative Cash

Bal....$(0.85).......... $(1.075)....5(1.45)........ $(1.975)...8(1.75)........ $(0.85)......... $0.35......... $2.75......... $4.25............ $3.95....... $2.6......... $2.85
Monthly Loan or

Repay....1.1................ 1.325......... 1.7 i 2.225........ 2.0 | D (0.1).......... (2.5)cceenee. (CX0) (2.85)........ 0 I 0
Cumulative

Loan.............. | 2425......... 4.125........... 6.350........ 835 945...u... 935 6.85........... 2.85 e 0 S 0.
.0

Ending Cash

Bal.............. 0.25.ciiien 0.25...ccce.e. 0250 0.25......... 0.25...ccnne 0.25..ccoeneee. 0.25.......... 0.25........... 0.25. i L.1...... 2.6........ 2
.85
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phmnkanilminpamhmiagiasingindmoknpamdmun il 1uinanmi
pAmIAMHINSaANtywgivaRiunsig $3000 nﬁULUDn‘WIuHJGQ[UmS“H ARG
MRS T USIUEAIG)AMISGUANGIMANSUINMAMISGUANGIMATSS 50% Muit:
My sImARMINAGhAgRkieSha ARSIV URIUEUSIIMWURUI

MIUAY N2 QNN FANIRUNSANGIMANSTSS $ 1.20 million IRUGSSIS NS
ugguimiAAghiat§ss0.4s milion SRUHUMSAMIUANSIAINEIYSESS $0.75
million mmmwmﬁﬂﬁmnﬁtmmsﬂmmmmmimswnnﬁ:mgnﬁﬁ?ﬁs?ﬁﬁﬁ
AyGSS 1800 hﬁmgﬁqmg‘iﬁmmsigtﬁaégs 152,000 gUYWRAMIIURHISNGSS $1.6
million YAIEMYWMIGAMUWIRNY (Overhead) G§S .$0.4 million phywizShdnmu
mAA mIMA SUNSywigSUsiyig)ad MoRUMU Cash Budget MSUINMAMITUY
I URINN Cash Receipt 8% Cash Payment IHE[AMNANMSGUANGIMAY Dugiuig)a
i gatABUI SN SARMITAN §AB A ANGIMARUIUINSGSS $09We s
NGiS: STIBQMINN&SUHJS’]MULG‘IHH?NH’]SUSS 1.1 million 191:N8HNS Cumulative

v

&G:

cash balance SHIH18G§80.85million (RUATNSMTMIAMIZANGIMAGSS $1.1 million
BE AN GINAIGR{MISINIGSS $0.25 million JOMBRRIGIM:MIGNUSHS)ARING
ispiemunw:minfinibimAandfinemy  thasnnanvisiiminnsounans
1an Hfﬁiﬂ Stee $1.325 million 2 s ZJB']S cumulative cashbalance USS $1.075 million N
f'sgsmgmsmmmmmsmemammmsmusm*oss $1.325 million SHYEIMINS S
BRI L{TI nHUJUiBWSUSS $0.25 million °]|AﬂULU"1wﬁ cumulative cash balance TUA
tegnninagnisigmmnsmiZoannGgs $2.245 miilion SRUUMSEARMIYAUSIAI]R
neuiey ilhiandimtahie SQnsMIZONNUGIMGESS $9.45 million IRUESS
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Account Total Current

Cash Receivable Inventory Assets
October $0.25 $0.450 $2.6 $3.30
November $0.25 $0.225 $3.9 $4.375
December $0.25 $0.075 $5.4 $5.725
January $0.25 $0.00 $7.0 $7.25
February $0.25 $0.00 $8.6 $8.85
March $0.25 $0.90 $8.6 $10.15
April $0.25 $1.50 $8.6 $10.35
June $0.25 $3.00 $6.2 $9.45
July $1.10 $3.00 $1.4 $5.50
August $2.60 $1.50 $1.0 $5.10
September $2.85 $0.75 $1.6 $5.20

(LR ATUBSTSS $3.3 million SeHANSRBISMIASIGIRRAGSS $10.35 million {i
isidumsAihsmivaginsicisand  ihwoviRsiiswangniedunuinanismi
ntsbgsiismuRdnny Wiwn§RnsMigAg: OUIARUGSS $1 million fhieed
un41igaanSHABHS (Account Receivable) O1SMIASIGIHENESS §3 million ARtigiR
msmmmwsuﬁ*gﬁ gatum 8591 84 Apthe maussimmsmmosh susiant
A §h dmigsunfannmmuiw:midilldimowavaign tﬁimqjmsmm LR
84 oUfite san Bniie SRS Yawaguzi MSEnytsnfsigih aiddiaiiginvmivigy
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minsuAna 81 weangansimAn smiAsigiildimotinmauisuivg
innis:ms4akisn suls{UAURMIANIS:MSMUIRYIR AL SERIG) Aith W SMI
qammaAips §h dsuamEiRua IO UIEgMIROanSuaMAmiYS
[washmiuAn smiisigihivsmuminnAinniusin:  Sihwania(Rvsvsmi
mpasRaGImARNOmAghmigagh  dipuastagyugisinuim
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M REN ananTepiwadgany
Account Receivable 8% Inventory SSHSmiuiymuisidumsswhmnAsigiiisignjuyidunumonaiainsmiy
wuibann§ kins:thihcaa

End of First Year Second Year

Sept Oct Nov Dec Jan Feb March April May  June July Aug
Sept

Cash
Flow.....ccccvvvnnnen. $0.25. i $(1.1)...8(1.325)...8(1.7)....8(2.225)..$(2.0)...$(1.1).....80.1....... $2.5....... $4.0......... $3.7........ $1.5.......

Beginning

Cash............. 2,60, 2.85....... 1.750......0.425......0.25........ 0.25.....0.25....... 0.25....... 0.25........ 0.25......... 0.25......... 3.7 5.2
Cumulative Cash

Bal..oooooeieiiieee, 1.75........ 0.425.....(1.275)....(1.975)...(1.75)..(0.85).....0.35.....2.75......... 4.25......... 3.95....... 52 545
Monthly Loan or Repay.........ccccceeveiriienieeiesem === 1.525......2.225......2.0....... I.1......... (0.1).....(2.5)......... (4.0)........ (0.25)....... --

nding Cash
Bal........... 2.85 e 1750 0.425.....0.25........ 0.25.......0.25.......0.25......0.25......0.25......... 0.25..ccccen. 7.70.......5.2........ 5.45

Total Current Assets

Ending Cash

Balance....2.85......cccoeviieiie 1.75.......... 0.425.....0.25........ 0.25....... 0.25....... 0.25......0.25......0.25......... 0.25.......... 7.70......5.2........ 545
Account

Receivable......0.75...cccooiniiniiinen. 0.45.......... 0.225....0.075........ 0o 0.eenee 0.95......1.50......3.0........... 300 3.0........ L5........ 0.7
5

Inventory.......ccocueeueenee L6 2.6ucccneen. 39........ 54 7.0......... 8.6......9.0........ 8.6........ 6.2 3.8 14...... 1.
0........ 1.60

mgwynSApniphi ASaigiuda Shehsias (w.n.9) Is(raghutiwins ShAep



M REN aNANTNGwASgARAY
Total Current

Assets....$5.2 $4.8........... $4.55....$5.725......87.25.....88.85..$10.20..$10.35...8§9.45.......87.05......... $8.1.....87.7.....87
.80
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Temporary current assets \

- Short-term

financing

J\

>Long—term

financing

/

inAmdisuammididmsmivigouinmemagis(enjuyacs
miosiEimuie sty udin:inngy piig)adims Permanent Current Assets
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é-9 isemSees

insmitifathuianawis WEARUARTII QST AN US)
msmiiginntesonniivpenisasfma gamapusidsmyn
AUEARIen e aNAGSSU SIS Temporary Current Assets [T {M 0 84
1[}3'[‘{]1{11 Permanent Current Assets 'GSNSUI@S ? iS:fﬂU[Iﬂfﬁ U SENT: IS EINT
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ILULG’I fumtmq]m SIW: NI AINY fixed assets, permanent current assets,SHiRA
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‘%.IS temporary current assets ]

Dollars

Temporary current assets
\ \ Short-term

) financing

Long-term

financing

Time period

hwifimoyguasiw:inuituldmopuiantnsagmmsinng  [Ruis
[AIANSMIMIZSIRNNSYURSHEUMSAUINURNYT  Jigsuvtisnod

agihwy Gl ipniph! ASalguan Shshsias (w.a.9) Isprghntiwids Shagp



it ananieniwsdgndny

[MAGSS $10 million INUOOFENENRSIMAGSS $1 million ENHJ RN AINTIL:
0 90 g FagnAhmIfaniioagin:

é-9-1 SRR BIRINIB66INE

15:8siys SunwdhngapvEEIQiaAHdmoiimu S siw:
U ARHAI G tﬁ&ﬁmﬁsgmmsqmms':w:mm%mmmﬁsmﬁﬁmsmi
insdanmat]s wmdpnguah Fapyunsiddiiyussalismwmsmi
fusyffjnﬁgmﬁsuw:mm‘t’mmﬁwmatﬁ‘s [vnIsmnUm 81 uauShe
w9 GISAINGREMSHoIg A SMunMBaanUMASIUNATUATIARRILS SO0
g‘:]i’;l,ﬁfﬂ Short Term and Trade Credit mgw@ﬁhfﬁuﬁ@mm SiLUZlmIIU Q&ﬂs
R s §fras st v uihgwiiigui esiw:nasitheh waniiah
WSHmMIMARcHEY Higdhmou§sns{autisMonAizSgsoMa
ihwidmastiguinsiwn Ui wi sl ANy temporary current assets 19
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Dollars
Temporary current assets \
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financing

Time period
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meahditupiR U EAR v sEuATiw ikl didadadaamnom
ipgamasiunauaInaRanumiIsinaitvnsugiwmnay Shnsmily
[unuisiggas (§ 1§ Wth Market Segment Theory IR U S S UNWANYVU{HRIAD A
mimsivhioamsianadgpswmiSiunamwapdstiiinmia nk§gp
i’ﬁmts*’ms§wrhmffStﬁimfﬁi’ﬁmmS”mm@5§?§tuﬂﬁﬁnq'wqmuimw:mm
SiRuwsiw: mmﬁtﬁfﬁ?ﬁﬁmhﬁtﬁmh “%msmmf{"jﬁﬁnuwwgmpﬁs
ASIWINUSIUATIA [URSIANSMINMOATISINANUIW:INUEEIERNI) U
mLﬁmnmw st gidanmmingagnsmunmSaghmifiunae
nonwsand hyuliannsiins §h (putlumsihvmnsmungndaaami
SiunaghyuuEiRuiwInuiosh Vo 19l mo giv miguynimI mioh

ms 84 qumlfgtsagusthMts,ﬁmzijngnmm@ﬁmqws AdshisH

agithwy G lipuniph! ASalguan Shshsias (w.a.9) Is(prghntiwids ShAgp



poERtimin ananfenwsdgndny

mimAistinpuiasiw:nuiiagugy Fasm RuvipmiionugsgistEm
”WILanQfm SiUM NYh ngtsmmhg‘n ( Expectation Hypothesis ) iﬁfUL?f}\ﬁSﬁ
DSUMMAHEP MO AW U S HIN SHB M N UANNTH{MMINATW 30 U
ihihwaniamiaan uAYEEiSHMMIMANNUIWINUEI UuIN  thH

@Al thwhSgplsauindiiuibdhasummioaime:

1 year T-Bills at beginning of year 1 =4%

1 year T-Bills at beginning of year 2 = 5% 2 years security (4%+5%)/2 = 4.5%
1 year T-Bills at beginning of year 3 = 6% 2 years security (4%+5%+6%)/3 = 5%
1 year T-Bills at beginning of year 4 = 7% 2 years security (4%+5%+6%+7%)/4 =

5.5%

ihapaans@MMATEUNSEY T-Bills IAnMIEEFHONUIUIAUEEIS
NUHARY SwiShdao T-Bills RYUURIWNUZIRUIM g Wit A
nifigjryuwianminng s gishifgiofRupina SivmhAnmuy adiana
imaakafitifaasuinminmugeisHmmIMARUEInsAanfanviw:
INUVFISYUUEYWY  AnvaaninhisilBhndmyguupinunsiw:n
VENSHPMIDAMBGUISHEMMIMAIS T-Bills IRUNSIWINUIGESSH
11 thywasitndadmmuamiw:inumSTaW YUUHEHRIS MSUNM
ARgniRumsitmihsapsunuanaamsiansitagwgag muiw:§ea
18BN RN W SHHEMIM AR U SINUTAN I INUENSATa AU
RHmAOATNUIRY  FansmnnmiwsntHAREURRINIRARM!
tLULmﬁJtmLIJ’ﬁmSI?lJLUQ‘nIngﬁFﬂimntumfﬂﬁnﬁqnISUﬂmwmﬁgithﬂ}iﬁ
BRSO RO SANNG mfihmsguonmal MR aiTus
Tuhamnfimadanuiw:snng it gumhthHmSU@@ﬁ yield curve
IRURINSININW Federal Reserve Bank 1MW ANIMUMEAUA iR
sinmiinuian ShARHIISUM MARMMIMAY akjuis:igmuinugam
AN SHEFIASIEIM{UIIL 998 8% SN G A IMIZe T-Bills SuhmsiAsig
B0 4% RNUIUHINUERAONG  T-Bills SRUSHASIEIMINE 5% ANUIE:INM
90@5%8 Treasury Bonds
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pgatidhiguiguigsmidlipiadfub inigsoning goidums
UM ARMNANRI{MYD ST NN GSTAA (Current Assets) 918GSS

wn

$500,000 iR UERAEINSIFVIMUINSINU{AYUIS Edwards Corporation
imutEemi A R SRGUTIMUINS current assets INWYNURRIW:INUE Fuw
1glimantigsmi B i SR Ulimu 1 siGAg:Is current assets YWY

wnugiiam: sinnaigainuisiunpinsiuthyuiiwnmiihg onv

C 3

AN ARV EAD fixed assets (HINSFUMUIMUINSIW:in Ui

o X0

EDWARDS CORPORATION

Plan A Plan B
Part 1. Current assets
Temporary . . . . . . . $250,000 $250,000
Permanent . . . . . . . 250,000 250,000
Total current assets . . . 500,000 500,000
Short-term financing (6%). . 500,000 150,000
Long-term financing (10%) . 0 350,000
$500,000 $500,000
Part 2. Fixed assets . . . . $100,000 $100,000
Long-term financing (10%) . $100,000 $100,000
Part 3. Total financing (summary of parts 1 & 2)
Short-term (6%) . . . . . $500,000 $150,000
Long-term (10% . . . . . 100,000 450,000

$600,000 $600,000

mumnhuntimuign A WBhEimiiQuiasuudss $600,000 My
$500,000 SN UIN SIW:INUE 84 $100,000 MUY STt:i0 Ui §Husig]
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inthywigsmi B i SRFUMUIIQUINS $150,000 Miw:Ineug §4 $450,000
mawssauiti g iism A msmisamuwibigifuistimuis s numywsmmi
1A 6% INUMIZEES $500,000 FRBIAME $600,000 IRAUTHIMIT SBRUINMEY
temuigsmigaiimugaaimuisimadinmismniaahimuy thwuga
NRBUISUIRAIMAGIAN $200,000 gSINUUAMIMA §4 ngd iksmr A §h
RUAGIANMUSUAuENgGSS $80,000 isTinpuiRuiksmi B uiRamsindss

$73,000 4
Edwards Coporation
Plan A

Earnings before interest and taxes...........ccceerveerieiereienennes $200,000
Interest (short-term), 6% [ $500,000............ccocoveerrrereerenens —30,000
Interest (long-term), 10% [ $100,000..........ccccovevrerenennee — 10,000
Earnings before taXes.......cccceevveeerveeiciveeniee e erreeeveeesnees 160,000
TaAXES (50%0).uveneenienieieieieietee ettt 80,000
Earnings after taXes........ccoveveveeveierieeeriereeeeeeeeereeeveeseeenens $ 80,000
Plan B

Earnings before interest and taxes..........ccoceeveereeeereeerennnne. $200,000
Interest (short-term), 6% [ $150,000..........cccoevveirrreeenenens —9,000
Interest (long-term), 10% [ $450,000..........ccccvvvevrerenennee —45.,000
Earnings before taXes.......ccceecvveercreeevreesieeeriieesree e esnee s 146,000
TaXES (5090t 73,000
Earnings after taxXes........ccoevevveeierieeriieeiesieciesieeieeeeie e $ 73,000

&- msirnsiamsijsisasiensgorn
imigsmi A wismufmawantipuasiwsnugitunsigify
fomb IwgthimAGInnmigisi $70,000 fsbitsmi B At hEs|mal
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&-9 &IRSIRSSH (Expected Value)
migupuRimugsisupeniuiAigmsupminstss 80% My
nidiatiimgfgnsitangm 8 20% iwBRoMouAMU3jRETsnsmI
poatghimtliquiesy mhwidmaiisme A sunuissidhmougamss
gwminsisuaeaniRutiimuiasnsmng: aahnSFUm{MAGIAN
oihhidsmi B G§S $15,000 hwantasmmiimAIwInuEnsATagaii

TYMIRSMI A DSHUMDASIANMITSthadss  $7,000

_Sb ha}{}
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G2 Gﬁhts:mimsmtg ahmniimy SudinithsapinsAnnIhw
muifhgaumiRUyATSUgRUINAGATRIUGFUMSAINUAAN RIS
IRAG
1. Normal Expected higher return ~ Probability of Expected
conditions under Plan A normal conditions
outcome
$7,000 X .80 =
+ $5,600
2. Tight Expected lower return Probability of
money under Plan A tight money
($15,000) X .20 =
(3.000)
Expected value of return for Plan A versus PlanB = +$2,600

al

tlfj'ﬁﬂiimmtm nwsuniAwpinswavaioiamaizsmi A wsainiihgn
AIENRGSS $2,6000 9 AINUTHEUISIRIMIG)A XYZ Rugaghaapnging
UNSHMGIMNMATTMAGSS $50,000 &INUIW:INUIRUMS WIS ayissyl
ahdn insmi A msmam:panttidie guwaAwantaiismMI A BISH{M
GinnmirithgamstgsAomiigsmi B S8 $4,400

-0
(a 3(\')

3
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XYZ Corporation
1. Normal Expected higher return Probability of Expected
conditions under Plan A normal conditions
outcome
$7,000 [ .80
=[1$5,600
2. Tight Expected lower return Probability of

&-10 MEHERICFEINEREBEITNES Optimal (Toward an Optimal Policy)
mudmutliQuiasiwunmuatgpwaashigw  ugwmn
isgenjvgiivany mnhakmeuinm it sisesoniaitupins
vmiénngshiahdavg gaahilismnadhasuinmiugSwmnis
eyl Shigadiv]hakighuinmima)udpineistiiunsituwayn
mghe nuusisRub:misHis it suipmahaignssircismnk

Assets Liquidity
Financing Plan Low Liquidity High Liquidity
Short Term 1 2
High Profit Moderate Profit
High Risk Moderate Risk
Long-Term 3 4
Moderate Profit Low Profit
Moderate Risk Low Risk

Rinamuiw:MEERIS liquidity assets §¥ dgmivlimig 16sm:ign
NSiUU Aggressive waniahmnugwiywunIAwmuiw:migo
nudihwantatanuivuis:nsigifsauid umosidenuyiuviiamsst
madinnmeastiiginidunsivditug:annenshuamudjpsvisisms

pgmnighiatiimuiasasmuiia sim:igadc M{aytISivy Conservative
ihwaniahn MG ITIINUIH SIW:INUTRWAYARIE Assets IRUMISH
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UM
9-G.R Company MISMITIRGANMIVAGIMWERNS $800,000{U IS MItUHA
[y $500,000 [UEISEhiUBATIGH §h 118 $350,000 Lumsmtmgﬁg@ﬁ'q:mmﬁ
msmndhatyniSmituiugfggiadhns 20%, 1WEAGIGINS 50% §
IRAGMAGNS 30% 9 ARNNGSSiihgAgimMWiiuMoNs 2

Y- K.KCompany HIS{FOJRUBIR (Assets) G§S $5000,000 fRuphisies
Temporary Current Assets é%S $1,000,000 Permanent Current Assets EﬂSﬁSuS
$2,000,000 8§41 Fixed Assets B18GSS $2,000,000 9 {UaISth EBIT ©18G8S
$995,000 SRHMNSYS 30% ITWUHANUIW:INUSIR UM SMITMA 10% [FIMS
OANY Current Assets SRUANN 1WINUTIRUMSMIINA 15% [HinSif
NU Fixed Assets 4 BN Barning After Tax? (M- Procter Micro Computer 818 #{i

MItTImiats $1,200,000 INUVEMW T (EUISHEETAN NI INATRESS
lﬂj RIWURAMINAGSS 9.5% QRYWEY gApUAREMoIBm ATl
WINUEIRUMSMIIMADIZIFTO GS8 6,55% 8% @IFH MSMIMAGSS 10.95%
1 ANNAMIGAMWMINAT IO ENMESTuSywy 2 ifgwameyii 2

i
hy

G- Suer Food MsAINGEREMWAS AdiRmumshin $150,0008hmsiwinm
BOMEY ([vUsMogimAGSS $150,000 1SsWINUMEIR UM SMIMA
b8 10% phywgl Amodywgigh stywmima 8% 9 aansimimam i
[ARGIWINUME 2ann M@ ATATRUEAZYWRYERI?  1AHAMG
Sinmastgsimuu]uiuaTa e 2 gy uiguamimAsdiw:num
gnmArgianNgwasiBimAndiangimimassmipiyuihwgi§o
868 8% HF U 1S 13% SHPIMushgs 18% ?

&-Sharp Computer Graphics Corporation M80NRIMAMIGIH{IEIEMSYEHIS:

January 80,000 July 30,000
February 70,000 August 31,000
March 10,000 September 40,000
April 10,000 October 70,000
May 15,000 November 90,000
June 20,000 December 110,000

agithwy G lipuniph! ASalguan Shshsias (w.a.9) Is(prghntiwids ShAgp
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wnm mJnLUG‘ImiGﬁSﬁ 919 ﬁJ’ﬂU”WHUniZ SHUJ‘Z]”WILUUHJ’CUUJGW G 30%

9

anie 2 84 70% NﬂUiZILFﬂLU"]

Ggs 15,000 nAm giSaMSEAaiaGhtiamAumiEda §h miuA

3- 1]]JUG Cash Receipt (U0 SN WH RS2 ngigSNSMINATMAGSS $
90,000 ?

A- UGN Cash Payment sWEAGMIGAMWANURDANSGSS $2 Al
Yuwia mpingnnnhiclyws Samwighanssss $30,000 ARYW
i

W- {)UBE Cash Budget tEhwWEAanSIMAIREM®SESS $50,000 TE 0
Ggs is:pplmpgntminhAcORa g msghEUls ?

9- Seasonal Production MSONARIANMIATUGIIeHISHoAIg:

January $20,000 July $10,000
February $15,000 August $14,000
March $5,000 September  $20,000
April $3,000 October $25,000
May $1,000 November $30,000
June $3,000 December $22,000

MIAUOIEINSGSS $168,000 1 (AHUISUARUARUNIG $2 phywin
m ShEnmwaNURUaNSESS $1 ahywhamy mitlaucieSywIpiwa

MIVATUGIRICASHOVIRINUMINATeSYW IMIUYINWMNSGSS 20% fhie
84 80% sonuieimw

o (=3

A-AONS) Ending Inventory (012 §gwanhwiidusiifiuieunnmnswii
§ss 5000 RAMGIGAMOHARTRGHDIAMAUMIRUE 88 MIUA

Q

agithwy S fpuniphi A8algan Shshgins (w.a.9) Ispigghutiwids §hAgp
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15,0002 13N $

A- UG Cash Payment ENWERNMIGAMWANURGANSGSS $1Ak
yuwnn mpingnnnhisluws Samwigans6ss $6,000 ahywis

- Cash Budget INWHANANGIMAIRBMNSESS $1,00018 5§ SIS AT
wn ¢AtMUnhATORAS M SARAYUNS ?

M-AONS) Current Assets IENWHAD Account Receivable HGRINSANNS
W Wh Sale RANMYWMIUYUANGIMATRIZGSS 20%

fU- Lear Inc.,B1S CurrentAssets GS“S $800,000 iR EUQ:I'IHS‘IZEﬂS Temporary

Current Assets é%S $450,000 Permanent Current Assets mSéSNS $350,000
8% Fixed Assets 118G S $600,000

A-AUUSSUNNMI{MA Fixed Assets 8% MARAMMUIS Permanent
Current

Assets  (piAgUIIQUIRSEhwiapuiwsnuiihitunsmImATSS
10% 84

Temporary Current Assets SumAn fm fUIS Permanent Current Assets [ﬁ,fm S
A (eRwinnuiwnugiIRumsmMIMAGSS 5% 9 ANNS) Earnign After

Taxes

i LUNﬁLﬂLﬂUU]SH]S EBIT USS $200,000 Sﬁﬁ[ﬂﬂ 688 30%

2- [WASABUSHOUIIQUINSAINUAI{ENN Fixed Assets, Permanent

Current

Assets,SUMAR (W [uis Temporary Current Assets (Y wo ARUTUIZ TN Y

GssiRusivugimsMEhwinnuwInuEIRUnSMIMARGOHR
109 ARNSY EBT [UAIST EBIT B18G§S $200,000 SHHIMNSHISTSS 30%

agithwy G lipuniph! ASalguan Shshsias (w.a.9) Is(prghntiwids ShAgp
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popRAINIa fnAieNWwABSARTAY
G- Guard Inc., ®1S HSIFlIAIAG G§S $900,000 IRURRIN:NS

Temporary  Current Assets GSS $450,000 Permanent Current Assets B1ST SNS
$450,000 821 Fixed Assets 1858 $800,000

A- (AT SIS TANRIH{ME Fixed Assets [IA[FUIIQMUINSENWHANUI
winu IR sMIMAGSS 15% S8 Temporary Current Assets SH
Permanent Current Assets [HiMSAgIWIANUIWINUEIRUMSMITMA
6SS8%9 AANS) EamingAfter Taxes INWERDABUISMIS EBIT S8
$220,000 SHH{MNS GSS 30%

2- WAISH{RBUISIBUIMUINSUNUAFNIU fi Fixed Assets Permanent
Current Assets, S8 mﬁﬁﬂ{ﬂﬂﬁs Temporary Current Assets fﬂUuUJI}ﬂﬁ fUits:
inwith 8 GssinuislumpinsAEwinnuiw:nugiiumsmifma
Bo2RIY  AANS) EBT [UAISH EBIT M18GSS $280,000 SUH{MNSNSGSS
30%

8- Seasonal Production MSONAIANMINAUCITenSEoRIg:

January 25,000 July 15,000
February 15,000 August 14,000
March 5,000 September 20,000
April 3,000 October 24,000
May 1,000 November 30,000
June 3,000 December 25,000

BYWwn

u

IHIWA

v

3

2CY

MIVAIUGIRINSGSS $180,000 9 [AHUTSUARUARMUNIG $20
m ShGAMWINURUANSGSS $10 ghywinnms mikOaUoliesy
manum@mnsmzﬂfummmjntzs&;wmiwqmmwmsags 20% fiie
34 60% sinUisimw 84 20%UnURtemwig)as

$2
BIS

3

g o

A-AANS) Ending Inventory LUtﬁfzéaw‘:um wﬁﬁmt@tﬁafsyﬁnmsmgﬁ
588 6,000 NAMTIGAMNFARARFHRAMARMIBH §h mMiUA

u

2- 1{JUG Cash Receipt [UOSIWRRTUSH2aRYsSSMIVATMAGSS
$15,000?
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it $
A- {JUSEN Cash Payment SNWRAOMIGAMWANURBHNSGSS $10 Al
gwhampiagaaahiefyw Samuwigihonssss $6,000 ahyuwis

W- 1fJuGth Cash Budget iEMwRhthantimadiemmssss $1.000 iy
Ggsis:hinngniunhAcURAMSGR{ABUS 2

90- Pipe and Steel Co. Ltd HISMINNGANMIVARIMWERNS $500,000

[URISThis AT $200,000 [URNSTIUEATIG 80 118 $80,000 [UNISTNIRIRAT
pAG: v snsmn At yaiSmituimgAgiadamns 45%, wgdy
IGINS 25% 8 1y gﬁg@ﬁq:ms 30% 4 AMNIGSSiNkgARIMWIRUMG

99-Colter Steel Product V1S{FMJFUY]R (Assets) GSS $4,200,000iR uiiiukicn
BoRimy:

Temporary current assets.........ccceeevveerveennnen. $1,000,000
Permanent Current ASSetS.......ccovveeveeeeenene.. $2,000,000
FIiXed ASSELS...uveeeeeeeeeeeeeeeeeeeeeeeeeeeeeeeee e, $1,200,000

TOtal ASSELS...veeeeeeeeeeeeeeeeeeeeeeeeeeeeea, $4,200,000

HIMMIMASNUTANUIWINUENS 8% 8% HMMIIMANNUIW: N6
NS 13% 9 EBIT 118GSS $996,000 HIMASHS 40% 9 (UEISITNIU current
assets (I SHTMAITANUIWINUEFRHA 8 fixed assets [HINSHTME
sanmns:inuithiddgiaiie annsmAsinmuny fvinsiBnpsnisegn
sk
o1 ghugnd 99 adpdshpvsiPinagwain hwidmastanu
WNUERNUANG fixed assets S8 TANFUIWINUIRAING current assets FIRHAT
RGO WIUHANUIUETIYE 2
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ssseg RS0
P EBIEOIROYRSHBIESGORSD

Current Assets Management

MIUANWI 2NN AENIORARINUMIAU[AR[ENJUAEY  UFHSAN
iwgAg mipaynmiuoritts minmuml mmaumg eisg§nuidm
AU 2RNUNAYIIANWY  2PAYMSNWMIMNMINAUGIeiRumsi§nn
Sh vinmimhasiiicTauganismIGaMwItHASES 9 MipAIANAa§E
S4 SN GIMARMMINDASS WU UMWk SMARUMAIGM

MIUAS  IARUMSYANNSHINUEANYTRA{UCIE 0N UHA AN
Binn{g auHASESIMWANTMEATMAG: MIMAUTSWMBNINSUAMU
nitnsGemibamy TMAUSWMIGAMWIVANATA AUAMUMIVATURRY
nsnsmigas: T wshimhsdasganuanwmandsnsmiviguu§Rifgion
pnumMINAIR B spRigion A wijst Sh8sguye:mywmiuAnyum
Ruwstssifsantiwnanunoigiconad Gigin:dmwganigdstnh
migIwania  HASH S ANIMIG MIVATAIN VIR U SHYIUN INUU S
U9 SSIMARDNHAEANANWHNHUNGRNSMIUAQURIUNAN AR FRHAIIG
gomumiasmrHauSnsminAsigiiim

[AUABNIS  SRHUNSMIAUARINMIUMIG{E N URYIV AR WIRH
s i imEit: miviiany)usiuismiunaiuink (Comparative
Advantage) IBUMSHwUIRstianadipiumialhiSgmuuiiadmsmifs
igiisfiviyamansmuiw:mn3pisigiaigivadogmatisy 1St
gungitd gnpoprdiimiaaiensmayhpwaghmiy fn[pnm
NSmSnﬁUIMULG ﬂJﬁJ’nUiUﬁJL’]nIn“] fLﬂUUﬂn marketable securities /0NSHE
%S 8k w§fi9 MIPUARANG[MA Marketable Securities MMIWNIHGURIRL
HARUAREHENwsiimn 81 wgSwmn Shuptuamijgwaigduiigi
inmsmAtinnmHEAUIN Ugﬁﬁaﬁtsjﬁtu?hgiaﬁﬁﬁyﬁ Wi 88 Anng
uisRsitumidimadugmaimadianmitudndhpinsssiay  Ataismil
Sina T midanaiysSsivshugie Gigpiansamoinnmimisiunago

v

LD
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mifgigmusan:RSwituwasansiaanvminncdag adhpinummnss
gmianumigE uTant AN sagh Wow SamihAGang T aglipniphidy

wod nduluiSgguigrte waoSaiRupinsEsiaonemigh omisien)
fUAY

9- FRIHBIHS NSNS (Cash Management)
MIAAR ANGMAMWETSANE: N STRasNTWaNSwIiEunsy
ntenéiSuiswaige grptphdipignusifuihamegumsma
anpimaghmwiswgangpiphansmavagma  Sifin:ygw
Tais: Ut{ﬁjsmmmmnﬂsmmmuammﬁﬂum'ﬁ WAHAAL{ARTIIN
oy i§SsiudsgmwapunsinpsransmAGaghATaywHYUIN g

&1
3
X

”wmsmULmﬁﬁﬁﬁﬁ%ﬁfﬂ%mhmsmgm:mé ihigninpandim b sy
IRUISIR U SAIMIN WU SHAS ST SHRONUITM SIS HUJUIN WY RIY]
ﬁﬂGLmﬁifﬂ SgmumsTin nsmidanaiansimAiRuicm §4 g UaIHY
ms%*’mhmﬁﬁ mAwsugmamAsIMmansandingak g9 mityh
ik AmanafingRuRnbiApgaa oA Shusvaig)afifiguisousans
(AN ULumsmgﬁtltsmuingﬂ

-4

Z(;

¢

D.
P

9-9 (ENHB VIS ABIHPG RSB HVBJENBITNS

NNSINFRUZ: IONVIANGAUUANJANGMARGEH  MIANSAGNGIMA
NUUAURMIIRNGAMGIMARNUTINMaIANY 80 wham §h iqpgams
[ARNUAEMINgMIcR s wivamhinatimywitumsénagshthyw
mifim e smARg s namywigsmisamwivasandinggom  simed
e mangiags §h ng tisAmomsizsminasamywitsmidmuonsign

Rt muianomunngn 'L ARINARUONUTINMAANRZIE
QM ON U AYIR UM SEU kg wij]mﬁ"mt}tmhﬁygﬁmsw:ﬂ Sh
INARUIRUIANGRANGIMARNY AMIUDSMAIMIENGIMANUTANRURNS

nmawtsimmmmﬁmmﬂﬁmﬁﬁﬁmﬁnmﬁ Mumsijut AmIanGMARS
NUINAMIAN  UQSHISANT IS NU2/NINAYIR
2pNRIRUNS S ihwaniams[MAGuNSMEs[MARY [vU)SIRUMS
amiansimAv Sthagmns  mikigmlsnnasidusmmigmagsnd

Runsunan:muigi 1
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[meiunnmg  [petsma stanhGuhanUinn uuaNj MG ARING
RURINUIURUAMIY

9.0 2BBRVMANTGINS

YR AN G ARINSAMNAIN WS U QAN GIMAMBIW: Ay uRuimi
wRpnsitunshuois wovarl SapcieiRughithyuhsdny
ANNGZUISTIUIANGIMAY SIMIANGIMA (Cash Budget) NEhAUAIAN NN &
nowasAfim RO mWATUNMGMA {1 UGRUGHI{MWeUMS
MUFNNGINAY  SUSIANGIMANANIFRITTTAUGAN:ISMI§NH BRIV
wdds  nyjjsiugngagiiapaRanastidhiyuyasvpioam  §h
gmniswnsasimd mifouamhEylSnUMIEUER UGN ANGMAR
NENGIMAGI 80 aNGIMAIGEN MISMAUURNUTANhISiuAURmI
gﬁmﬂsasm‘?ﬁmsﬁmﬁyﬁﬁﬁ?ﬁmgm:%sﬁtrfnsLsmjmtﬁﬁ%ﬁmﬁ:mn}mﬁ}
hEQ anSimA annfxAtns 8k wilY juatmunsuipmisiianumisgy
GUENGIMARUMIVARUARUONG  §h  wdAyARHISNRIURMSH
aoimABsgumsimig T SannSHASESANTMIUYEATN SINUH
siaad i9:IhannSuddaspimspyuthansimathiamAhwhApins
fmesaontdm ShnbamhuifiRumhoimwuiidn EinsudY Hig:
aGIMAN D SUIRASBINIMITUSITQUMBIL: U N GIMATENESHIG

npaian §h SsMo MsuEmMNMS

a-nf

A
S

Customers

l

Inventory Account Receivable

& Cash
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¢raismiuA annSuAtns St wilthyndsiscunamnsimatise
fggﬁﬁgmmmﬁiﬁgm NSHUTNURUBIANGMATOM 88 Gy 8U
SUSIENGIMATR UM AU vakimemsafindynsmaiia §4 wagmn
ARGNWIRUNSRGNURUGUDANGMAY  GUNGIDARINSSGUim:
wrlkRgnuigimeuingiseitas Fangdanpy sdatuiRnAguun S
28NNAY

ABUIS IR MMIARY SIRM IR W{AEUIS SN SMIASUMS
NANGIMARETISZNSMIATGUMSTAANNST  2NNAYIM O YIA]HA
ShinmBa dunAdasthywuasapismivatmadgsoolganuminaiag
mimwsminmiagusiamoigiinm:s

1 oa

imahepw  GigGimaumiunés
NUMINATMATUATIAY

I Customers |

Sales

Geographical area

Product or division l
Customer tvpe

Accounts receivable

Inventory 0-30 days
Finished Goods 31-60 days
Goods in process 61-90 days

91-120 davs

\ Marketable securities

Raw materials

Materials and service
Suppliers: accts. payable
Labor: wages payable

Other: expenses

Interest and dividends

Short-term lenders
Commercial banks

Government taxes

Federal income taxes
State and local taxes
Other taxes

Non bank lenders
Foreign banks / lenders

Somiywit unsagnuigm s asimafmuAsigiuismivamuits:
HEIOHIoM2NUIANBNS  Kmart IRUUGYISIS:NSOIARAARAMARM
GSAJWINWaNIanSIGATS Internet IHUMISIAN D BlueLight.com MSHUWHR

agihwy Gl ipniph! ASalguan Shshsias (w.a.9) Isprghntiwids Shagp
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MITIM 2 SMIVATGIUNS online 1ASIEINY IWTWAHUARUIRR OGNS J1UH
HG Wal-Mart Target 81 Target msmmmammmsmﬁx INWIAUEEH
mIAShNS UG RuuiundSYwisMIAMY Internet ATHASESHMOEM
muiw:GaRnneIsY [v)ss nﬂnmmsshwmﬁﬂﬁmﬁma ROUHAUANW
puAgpnwl A G0 907§ fRan msmﬁsmﬂsmhmmnmmtmfnwgnf{ﬁ}’
AORANASITARBTI SIWANT AT U AN SIMATUIRETYwMIA  Jndi

aiwndasndARmnhaisiiidumivAnsiisia

v

—

iniRuanSHASRSHIMSYN T (RvNISTNRANNSgNAYS WY
angantimAmsmiAsigih 84 (eSS MG AR g g namIMAZ]ie
TN §NaMANN ﬁ%mmmmams §NHNSAINATIU §NHRINY
1 8% QQQNﬂUﬁImNUiNS
§ﬁ?§iuﬂﬁﬁuﬂjgﬁ marketable

securities Sﬁm FUiH mmim:mm[ﬁﬁtﬁ‘smﬁmﬁ marketable securities 15 () gﬁf—ﬂﬁ

Sy iRNgARUATIW:INUEY

o

- MIBBR K FMNBANGINS

MIAETARANGIMAG Sk 1omthHsAuSISHISITIBSEOM Float [UNS
iRt mnPaiwsmISMIIWMEIwIHGo[RS0 [URUIRMN MIVA
BHSIN A §ﬁ ”‘IfﬂiLﬁSWjﬁﬂ AMIRUNISRENURUMIATAR NG AI
msuipmuiamuiganimy:

C 3

-9 Float
wenEsmiFstnsminfggn ifigie guanaidinidudisienjayd
Sywa waAdingd asimainumgsiesthmifindhsimofaimaiis
ﬁ‘ncg Al pRINUR N AMYWY MNSUYRNIGIMASIGSSWY §om
sssisminamiuaianiing §4 GssRnnasidupstistmannmg mng
B FRLFINSIIS float 1 N gumsAmngpinianghmagant ddhs
i 8% M clearing check MYIW:PASHNMY GANGF9 AMISGUYUYINS
upmuiw:an 81 mmamAvIDRinsiiighy guiiiRupinshamma
vifiBsmonfmomsinaibyuynsuppinstrmuw:yisaom 8k
piosg:andannsguainfivapsisitunsghanmy minigindns:

Cio
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HINS  IFAONUYUYN SURIR VNS UNANGMANTGNAYIHARAERIUAR N
YUy P SURHINSMAMDAUITIMWHASES T 18:SSWN float MOHIMS
(PUpRmBILMIUSHIRR oIS wan{agismigna Shipyn s ilhmsugnami
@I floar  phENRMEWY  ws]sivaBiesmAUI] oSS
$1,000,000 Y UUINSUHIRUFGUMSHHAR isphng Jhﬁjg]tﬁ ShensminTia
YN SURIGMGSS $900,000 154§ NARjHA gﬁgﬁﬂ wasiasangtyl
08538 $100,000 SuFTUIBUM TUR AN TIAENSESS $200,000 (HINSUNM

tiginamhmsminnmuinmiyguiiontiiimaunagoyc? it
018688 $800,000 ISYUUINSUIRIRUGGUMSOIHATRSSUHINS clear AANS

wirnkEygR g fhiginsgiahinnasun vy siday sshiniRums
Gssia $400,000 isguuiRSURIUAITRMGRINSTInmANUgURomY 1tk
nSif{me float BRI AT YwYURAIT LIRS Ny u§adit:

INUESSS $300,000 4

Corporate Books Banks Book (Usable Funds)
Initial Amount $100,000 $100,000
Deposits +1,000,000 +800,000
Checks -900,000 -400,000
Balance +$200,000 +$500,000
+$300,000 float
LnUU]SZ B’]SLUQU% Lmﬁ Ngwien JMGLmanNH]SNﬂUUmiUﬁI

(3

neTisMiwRaR float il mzjgﬁ AZaRAnSMY phaniInuNULH
mnﬁmtmmﬁnwmgﬁmmmﬁsmsmmﬁwfqmmmsummmgs $1.2
million 1wagatnsGgsia $800,000 SU[FIMS clear NThUQUIY Higeh
wsyuifidughannSivananm sUiwmhugiuhEinsuinamei:mnl
QMU UUNN A Miuw float 4 float 5SS $200,000 AN SIF FWHHAGHIZNS
IBuMiuaRYT s Jnsissifmsuinm:masitufivansnmy

i wmn{FU{aiiSMI Check Clearing Act IRIMSUIRANIEVO0M Mt float §1
PINSMARTAMUIW: AN YUY PSURIHGOR’TY  Brut:muShEsme
BSAUMSIARUEV0o0H

Corporate Books Banks Book (Usable Funds)
Initial Amount $100,000 $100,000
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Deposits +1,000,000 +800,000

Checks -1,200,000 -800,000

Balance +$300,000 +$100,000
+$200,000 float

-1 FsSienB R MIBLRS

o nsmomtivTwanomipyn 8 anGRIgNIMI Clear YUY
NI SUAMBIW: WA YWESS qumpﬁﬁmmsmimm§wuﬁmmﬁpf{f
ANNUEUTR IR muIwigAFRng 2N NIANECH{AYUS Alsate IR S§
MRfISI Chicago MISMILNMW{UYUSSS FOAIgAGHRUNIHILTAY M
tingnisignSywnsgommuomidwulp  ShyeMmiuyuNwRNUEATN
NSMILNWYWIS  Sanfrancisco t@mﬁammghﬁuéﬁa}mamsmgmm
clear YEUU[ISURESIM San Jose AHYWIFIT FWIFHMENM Chicago 1GEH
wimsAggmsSigmonminuiitidehdimA 8% clear check ISTRGIA
California 4 SNUMANIFRHAIS gAAMIRUGHSgUMSRUTUUNESANUM!
Clear YUUYNSURIIRERGAMWiglivny wasurOMIRMmoiwaY
ifimasdsuammmitnwipguamsimamedusy muigsmins: HAOH
BInUGIRANRY Uy SUR AR pHIMTL N wipdhidmeausitum
18018 §ﬁt§f§jmmmgﬁﬁué‘1 @tg:ﬁmmmﬁﬁtmmmmmmsumqﬁﬁuéma
WMAANA  (Clearinghouse) JRAUSANUMITYUAMGIMAZISMAMY
e fhmoynsyniiantdntmufimaiwsanvenk yiomhiis:«
ieianfingifimauisivyguas yrHigiimoidunssamwaud
iwAam AR il aEimsum s RNaamivaImitn Buanmumur
WUASIBNOALSIG ynmiae A wipiiiR g2 yusins{Eumsans
sIntandingiiim e

ol
S

[69-00 FRQRPFRISRINESS (Extending Disbursement)
winugam Uy dingitum s simANTANSE Shwns
MItN n‘fuiﬁmnmffmﬁhﬁuéfﬁ mmsmm"mﬁiﬁaﬁsmwﬁhﬁué Manhattan

9

UI§°1:ﬂHLUU[Lﬂ muﬂmwamq]m SULﬁGUﬁnﬁ Farco 88 North Dakota LnUUl SH0
tmj]sumnwmjmsmmujsxr@mﬁmmmmmqmsumm VNS

a aSda

fu SﬁﬂSjnSnfu“"liUﬂIﬂ Wwin EUfﬂSﬂﬂELﬂSﬁ maaninnishinuRinnim

1
X

i
60N

v
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asuipmansimands mingamiGamwassnsmaafmighmipupRans
(A9 Extended disbursement float [N SWAYAIG{NUONUUIGAIGHISTT [
simitumsivhaginminmeasanahagitgipafsamisamuwsh mia:
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0n- SREBIFRBR (Marketable Securities)

[ABUISIANG AN GIMATR UG U RN URIMIGNGIMAINUHARY 18]
iR simaginsiapgmiantinnkispdvimiRumtiiugmg
AIRUIYIANGINAY] MWMYNURFRN (Marketable Securities) TRIUHIGEGHU

msmimAvigy s gApsEaR Biminn sTRpYUURnAlURIA AINUIR a1t
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My

Urgnﬁt’mmmmw'm Ui n}ﬁmﬁwﬁhﬁmuﬂﬁmﬁmﬁm SN

{ﬁm RN TWISIRYIR $4.500 LUNSMHL”W”WTLmnmSIGJﬁ
7% AN ARINAN IomITgUY AN SIMAYSINAITR B A AN
Un§ﬁ’wts:ﬁﬁfw“g Anfiouamus uann: MW INURUAANGY
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Yield
B. Government bonds

10—

10 20 30
Time to maturity (years)

mhouayuupiR Samifunagiasupmphaniabmee ol
NRaAN:S Umummmmfsmns&;wﬂmmsugpmﬁmw.zmmmhﬁﬁ i)
wAgHINUM SRR muiwmakameriidn Wiun
nUigé vu ie 89 giodco wsATaywaniiamhwaninhnsHi
ﬁhQngmmgﬁmsm:wmnq.animanngjﬁtmmlﬁmnjﬂw 1w

ARgIuaisTAn SHEMEARIAM uim sf't’ﬁc? & {2 aangivoom
HMIMANSDAGRNATaYwnuTRawandatmaundgfhivh  fim
1A sviunmugwitum sHARIAM AU

5 3
2
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Yield Yield
Yield
Minimum March 22,July
24 January 9,
Maturity* Amount Safety Marketability 1980 2000 2003
Federal government securities:
Treasury bills* 3 months $1,000 Excellent Excellent
1476 6.06% 1.18%
Treasury bills 6 months 1,000 Excellent Excellent
13.89 634 124
Treasury notes 1-10 years 5,000 Excellent Excellent
13.86 629 242
Inflation-indexed Treasury
Protection Securities 10 years 1,000 Excellent Excellent —
4.03 239
Federal agency securities:*
Federal Home Loan Bank 1 year 5,000 Excellent Excellent

144 6.78 1.40
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Nongovernment securities:™*

Certificates of deposit (small)3 months 500 Good Poor f 15.90 6.00
1.29
Certificates of deposit (large)3 months 100,000Good Good 16.97 6.65
1.31
Commercial paper 3 months 25,000 Good Fair 17.40
6,50 1.28

Banker’s acceptances 3 months None Good Good 1722 6.51
1.31

Eurodollar deposits 3 months 25,000 Good Excellent 18.98
6.75 132
Savings accounts Open None Excellent None T
525 3.00 125
Money market funds  Open 500  Good None f 14.50 6.00
0.96
Money market deposits

accts. (financial institutions)Open 1,000 Excellent None 7 -—---

550 1.20

* Several of the above securities can be purchased with maturities longer than those
indicated. The above are the most commonly quoted.
T Though not marketable, these investments are still highly liquid in that funds may be
withdrawn without penalty.
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by sHyfIMiR s Swh yield iRugAgguMSIwiaMNgum
MAOARUEADSEAMWSNNMUIS: S8 AIVIRUHAS UM SSUNURUAMNG
Ui

Treasury Note MUANTANUIURSTNAD IR U SIWINURUANNA IR
9@ RU 9014 hinspims§mantyusiiw:nng §h vauiatiom:y ak
gogenmmiun MiTTAMSIANIS) Inflation Indexed Treasury iR EUI;’EUU‘Lﬁ
[UASISIGNAMIMAIW NN A HYRIRUILMYW rate of return ell U.S.
Treasury  UAthgwimAiBesigdiAondand  Bupiamiguhi)ianig
iwaniaHARIMMIRUG: MUYy WAIREM Y Inflation Indexed Treasury NENS
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Federal Agency Securities URMMAGIMuuaiganlIismhdnugom
Federal Home Loan Bank 88 Student Marketing Association ﬁtﬁmsmmﬁmi’nw
NUARGHGH U.S Treasury DFIOSM U WMANIR Ui gpwh groaiimn
Gin:ganmitums m dnsipdidiunydiaonupanisingnwghms
mBnthwaniagaiSiunams  wAsaniRuosin:uriview  Shiumuwh?y
MWHNaNGIMAYSINUR M UAANGRY mA AN IR um: 5 Al
SRV Yield 2ATCHAMIN: UAY UMW NIUATA & Shgwiiig)ais
MISIUNAR Certificate of Deposit (CD) IBUMSRUIW TAIMINGAY and
34 wsy 8 andpntiimiatisig)ay galdinamoidna gl

AU tmithHmannnmﬁawﬁ‘}nﬁmmﬁmmﬁmﬁm&;w%m iR
AMUIR R ONURMUADEAUMARUSGUMSY hSERNGSSutA
i’ﬁd@ §yw ant Cp mmmsétﬁf@ﬁfﬁmmsf}ﬁmﬁmﬁﬁ $500 BEU $10,000
W SHMMIIMANU RPAFTVANY CD IRUNSFIUGO U $100,000 1§jRi¢
NwhgiFn shnSUHmAI [mAge SuATalsmigmBmah &R
(Maketability) &SnUgAISIENAAMIBUMSTANMUA  CD 1Uﬁ3mqsw'1mﬁm
Anndahg §aniues e mwdigpyuwitmsmiaidinum whwigo
UANASANE98CDY Big: ¢D MUFARINSMOMWIENNLNAGONGS
i 1O $100,000 1g]higl

EwIY) Ut UAIE CD SRS yield 267 SUAMNMA T Commercial
PaperiS]iIU?ﬁf—ﬂUﬁﬁ@] commercial paper U@@ﬁmiﬁsmmﬁ}nﬁmﬁm:ﬁy WA
NMIANGS IWANTIAYY INQUTE N Ford Motor Credit Corporation {§iMitgey
Shwsndhwing iR atswamidimalasmigihmonisauandan
NSV MEIW:MIN VA commercial paper 3JRUANMIANKSGIFIARNAN
HUJUTE $25,000 9 commercial paper ﬁnmgmmimsgﬁ?étummémﬁf‘mﬁﬁn}
muAnnauhihwaniadipdussmsungmnontmigmins:9

Banker’s Acceptances LﬂUfUULmLU mmzm ﬂjbﬂgi‘.ﬂmﬁﬁi?‘jﬁﬂm EJ: g
Hgithmig g Tunan ARG MIMWEMINUG AR AU ME R
QMg mngminh guuiesula 84 jTunand ABunnnfipui)stsms
ﬁnﬁmﬁmrijhammﬁﬁﬁjmm it anfinarnnmimssguiunnng

zZL

-)

agithwy G lipuniph! ASalguan Shshsias (w.a.9) Is(prghntiwids ShAgp



poERtimin ananfenwsdgndny

ONUMIgHA SHUMMIRUAYUISY Al AIANISS banker’s accptances MSYAE
MANFAYUNG U gﬁuﬂmﬁmﬁggmu}ﬁtmwﬁm BQIAIENUMIGARITWS
inuEIAGRRGSShAMmAMMywituisinsSwgasiion  Rumsmi
banker’s acceptances {UIUEHAGIW:INQ MO 90 €0 {5 Ry
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9- ﬁg&mﬁmms ( Credit Standard )

W-  (UASANMANFTAY (Term of Trade)

M- IMUSIUNTQIW{UEEY ( Collection Policy )
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Account Receivable

Average Collection Period = - -
Average Daily Credit Sales

muam wHnupyuthygsnsmiAsiginnlimounwnst
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- HYMATSTANUM{ARIR)URMYWMIALMA ((Ratio of bad debts to credit

sales ) MUAMHSMAIS SN SMIASIGTUN UMM ABUISISMN G SIgNWw
aumi (AtpRANNSHA S8s U (AvtisAnhnsimusitmnawansmsniag
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guidgiigammangisuaen
TRWURIL ATA MBI N iR
oRsiAiuge NN NSy
MUY ANGIMAGUSIhY mimﬁuswtﬁwmgzmﬁmmsﬁmsmm

w[ﬁ[}ﬁmjnﬁ“limmtﬁwﬁf 19 R{IgU JsSthing  AIANIS iﬁﬁi@JﬁTSﬁ 1M
8

SnOWisMIUYUNGEINSIHmUY MumUIsaNSHAT RSHoHins
Ulnmanimy:

Age of Receivable, May 31, 20xx

Month of sales Age of Account (Days) Amount Percent of
Account Due

May............ 0-30 $60,000 60%

April........... 31-60 25,000 25%

March.......... 61-90 5,000 5%

February...... 91-120 10,000 10%

Total Receivable..... $100,000 100%

U SRUAANFANN SIYMAN SIWINUMOITI [fvt)s§h

NS Hsingwtss coma iwisannlnisnsitumstss vomany
10eufie0ig

é-M MIBHTEFSRRNMNSATH NS
inpuisslhAfapdumidncadanasituwamadhmizuniiams
SApfysEALANIMARMIAUENAMNSHATES T gatvUIsAnk
ﬁmfmnééui’cs\eqjmuéﬁﬁﬁ s sUanh§maty $10,000 HNUMINVATUGIE
mumiuasslamshs wwanth §awmsdss 10% Shjuyudsms Rums
yUBsmsiS:hmsATaguaNUMIBSgNHY IR IS agiAnh
contribution 1§ SIFUMGUIRAMSIMAGIANMMS ?
hwagatigifeismiuyupicamuwiBaandnaSasHaIGs 5% 84
igifuid migda SumivARdarumstss 77% IsminAlBAamEan
IMWRETISISUNg §S8 40% Big:[MAGINMITMINAUIgUNSHoAIF:
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Additional Sales........cooveeiivviiieiieieeeeee e, $10,000
Accounts uncollectible (10% X10,000)................... (1,000)
Annual Incremental revenue.............ccocovveeeeeneeeeennne.. 9,000
Collection Costs (5% X10,000)........ccccevevreerveennnnne. (500)
Production and Selling Costs (77% X10,000)........... (7,700)
Annual Income before taxes......ocoovvvvvieeeiiiiiiiiiiiiiees e, 800
Taxes (40% X 800)......cceeuueeeieieeereeere et (320)
Annual increment income after taxes........ccccvvvveen.n. $480

MUYIW: return on sales IRAUBISGS S 4.8% ($480,800000 ) I GANMUTR UG G U
msimi isuﬂmmULmn:-ﬂuLnfmsmmmmmmsmnzm ihwifhugath
wsiamilitnag  anunidhis:ApiaviguannSnAdashwaningsona
8k HumsLanhmsannums ifgimigATalsmiAtiunsATagaq mut
Uj.mﬁmﬁﬁMSIUﬁﬁWﬁmSUmmlﬂ turnover ratio B18 ORI WUUNMOIA
A sGssHRkndsthuannSnacnsd gig: wuananSHATHsSamsh
yutss $1.667 IUMIANNSIS{RINSUMMAARIMY:
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)

Account Receivable = Sales = $10,000 =$1,667

A/R Turnover 6
goissmiaindaisiunammilnmunudssia $1.667 IRYRNUDMMASIAND

o1
uUAvhng 6g8 $480 FigsHEGIANMAMSMNOANMAMAIMWwHGaak
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Production
Level Seasonal
Average Inventory.........cccceeeeennene $100,000 $70,000
Operation Costs- After tax............... 50,000 60,000
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Costs of ordering and carrying inventory ($) Total Costs
A
Carrying Costs
M
ts
&-M-M Economic Order Quantity (EOQ)
AANEINSAIT  IRMIAANSIMYARNAISNMNGAMNAGANGHL]

MR
wsitigpmhsnamwaumsitigaa 2 ihmoifiimauusgahimy:
E0Q- 250

RNy IIRUIE S mwiuHyjUIn 9 1Bk 8k
1Yy mehzj;wwmgmmswuﬁ SUAMNREAMWAIUHUUIY

Anndaly Shun
PRGONG M 9 ig:HA MASRSNWIR UM ANUMIAANS) EOQ MISET
QRimy

S = Total sales in units

0 = Ordering costs for each order

C = Carrying costs per unit in dollar
iwi§apSuilmiugagWiRUhMILAUSIZYSESS 2,000 units IWHEHR
mitamu ss numivgnEmyh IGunphywnAmns $1 Mywinmwilmi

v
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imy:

E0Q=\/280 :\/2x2,000x$8 _ 400Units
C $1x0.20

w

vTn AU EMIRUNUIRIIRANSSSS 400 units 9 M{ESWILMINSAIUN
ik ik Eh i imwa § sy wHmISHU AN UIW Ny WE G R
BsiRUBnSgRIRA 200 wnits IRUIMMEUTRUEURMEIWNER

YU OHIN SANNURMWWA E0Q/2 4

=

400 order size (EOQ)

nventorp\unit 200 unjts average inventory

SamwauivalituwrvarRAN D hywu§RmhuguisHimsannn
HIGE

Ordering Costs = Sales in units _ 2000 _ 5 orders

1- Order Size 400

2 - Carrying Costs = Averagein ventory in units x Carrying costs per unit
=200x $0.20=$40

3 - Total costs = Ordering costs + Carrying costs
=$40+$40=880
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mSnmmHmmmLmU:

Average Inventory = EOQ + Safety Stock

Average Inventory = % + 50 = 250units
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RigsGamuiimisnaninis: S1iAsIEHRN $50

Carrying Costs = Average inventory in units x Carrying cost per unit

Carrying Costs =250 x 0.20 =$50
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W33

UMa
9- Cats Copiers, Inc., UMATUEoaiIelilufiuaianiiny

Initial Deposits.................... $10,000
Deposits......coveeeveeervieniiieens +100,000
Checks.....ooovevveeiiiieiieecieens - 45,000
Balance........cccoooveveeinnnn.. $65.000

ddo

S8 ﬁtg RIS|MAUHTR UM SARUMITAT MINSESS $20,000 {MAUIL)
118688 $85,000 (AINSAREN {0 YUUIPNSURGSS $18,000 (HINSWAVAGH
MR mgﬁﬁnhmtma Sh UinmAGSS Float

Cio

Sf
5
Y

v

Initial amount...................... $20,000
Deposits.....ceeveerveeveeneenen.
Checks....ovvveeeeieeeceeiieeen,

V- UNOAUIRNIUAAYUS Ron MISUMMUYHNESS $400 iwminhine
¢gudIRnMINSUNMANNUYUYN SURTE UM S s msigiRuiomi
AWUERINS g4 joiiwilniukinguy N SupIue 325 84 1102 326 TR
nsFAIMAGSS $35 §4 $58 1M Y Gigi gy N SURIEUUIMAMIHADA
TwiTigenSYUYINSUHIUE MV MUc 88 mue Iwhnsiamh $22,
$45 ¥4 $17 @9 hsymbiadss 80% MuyuURSUEING Mod 84
mus Finswavagaanuisiiwhnsyaddia 638 50% Ruguyins
UlEtUe M, MBe §h MV E FHINSGNH

A- IRRTYIUISYUUPSUIRGSS & IRUMSUNNTMNSYS ?

2- IRRILIINGAISMIgNRAINUY YN SURNNENSTNS 2

A- 1idmngumhign a 84 156 2 vsUDS? Mngumis:humi Float

M- City Farm Insurance EﬂSHMU@WLUEWMUL@D%mﬁLUigﬁJi;UJﬁjmmi
[UYUANGINAY yWwmERIRIRvISYISMIGNAMYIW: remote disbursement
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center §iG: YUU{N SUIR AW Doty @iy (Hisamuinaifidgiwn
YANENYWEIAY  WwHInuiSMIUYNRInsMAUSWwOSiwInuwig 8§k
inuinisMIg NARImSIASIghiw:n  olghwanimmusiunnwis:9
nuansAR B upinsiSiunmd  guuEdiprw:sauidumsammi
[MAUGIR) 12% 9
A- [UEIS City Farm M1SMITEUANGINNAGSS $5,000,000 GRYUIT
Mg MBMAITMESS $3,000,000 ARYWIGRAIRIY mugsmULmﬁt";
IRumipUphans [mAts:uifaigia 2
2- 186 SS|MAUSSIRN City Farm $gUMSARYWRIGMAR ATy
UIRGRNT W0 U I wifmaan S{mAIR il a2
G- Nicolas Birdcage Compay LﬂLﬂUU] SHUﬁUﬁJ Hollywood iR EULﬂLnUU] SRAN
§SIMUIGAY Nicolas MSAMNANMUIW:MIVIRAMITYUANSINAMYAY
Fuuiehmouiismiuyumignanstss wigag:e ifsthiisig)at
[PURRENGIDAIS  GMNUNRAYTISDOSUNMAETISH{AUtISMTNSNA!
gmﬁmﬁmwuﬁmiﬁmﬁmﬁjmmﬁsmsésus 9IgAg I W SMIT MR
AGARAIG
A- [UNSH{ABUISVISMGIMATRUHIUEUMSESS $4,000,000 SAHS
ANGINATRIY [RIGAMWESS $2.000,000 ARYWIGY idSanGIMAlSIRumMI
[PUPR AN BIMATSUIRE 2 |
8- [WEIST{ALUISHIGIFUMS 9% ANYWH INUMASIUNANG{MA
ReUiG et gruuiRERn tﬁﬁmsmﬁﬁémhjmsﬁmsmﬁmﬁs ?
A- washigilvanvifimauisis:nstss $700,000 tAAMNIS:ANA
[AYU)s WAYAHSIASYHR ?
&- Megahurtz International Car Retal ff][ﬁ&itﬁ' Sin U FUIG UJ§%9:Iﬁﬁﬁmﬂﬂﬁ‘1 ny
U1sh msipeayuliantimudaniuivimipkipisuthidsy wgathal
guoom [AEt]s MSIANMGIMAGAGSS 100,000 real i’ﬁmmgﬁwi;jmﬁmv}f@
U iR SaEIgMMAR GSS $35,000 4 LUstanmefLmﬁms 12% Uigifw
i real mmnpmmm SE ntumju RYWRNGSS 20%
A- IaIuiSMIAN§AM SR WARMEANICUGINSUS 2 HAM
tﬁmsw’nw Wh $34,000 AANYW 1.12 USUBAWARNGRUIRUGGUD
YW 80%
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8- tﬁ iy “smﬁnpmaLmntmwﬁﬁmﬁmmﬁmmsums9Lumsmﬁ
[MIMA 918 9% iwaluBwiguaiuaun smiAsiguess 10% iH)u

- T hompson Wood Products wemmiimisgs $2,160,000 & Account Receivable 6‘%8
$288,000 9 AANST Average Collection Period ?

fl- Dalar’s Cosmetic msmmﬁﬁmﬁwtﬁﬁﬁéss $1,440,000 Shms Average
Collection Period 5§8 G& IGRHEIVO0G 1 WEATINIS MO IFAMYWE AANS)
fUY Average Account Recelvable 2RNWRADN  Account Receivable iﬁj ) fﬂUuLU
Average Daily Credit Sales ﬁﬂﬂfﬂiﬁuw Average Collection Period 4

G- @ﬁ UUMES £l mﬁifﬁLUﬁ?Sfﬂ Account Receivable ELULEmI?ﬂ $200,000 ﬁ‘rﬁ@
Wood INUIRUMIVATMANS $1,800,000 1 IBA{HYTISHISIMUSIUNNSAAN
NISHAASZEYNU?

€- Hubbel Electronic Wiring Company ¥1S Average collection period ffJ“%S Mm& fg
FUBHRIJIUR Account Receivable 18GSS $105,000 4 AANSIATYIUAS Credit Sales
U (ABU]S ?

90- Marv’s Women’s Wear H1SMINH{ Aging Account Receivable ﬁu algl:

Age of Receivable, April 30, 2004

(1) () 3) 4
Month of Sales Age of Account Amount % Amount Due
April....oooininnn 0-30 $ 88,000
March.................. 31-60 44,000
February.............. 61-90 33,000
January................ 91-120 55,000
Total Receivable.. $220,000 100%

A- TinmahoiRantisfyws 2

2- Luﬁémmmﬁsmsmimﬁﬁmﬁégs $960,000 FINUIW:INUGISY
AN Average wCollection Period ? 110 wiath Average Daily Sales B1STUI 101U
91901g

A- [washipvilsoaidmmig s ahu siw:inumoigid{avulsns
anin mﬁzjﬁnqtﬁ Average Collection Period 18 ogﬁn ?
W- IWwHae USIgwaaN & IWRHA wicuamiywmni Aging

AR B{RETISARAN SMINNE AN Average Collection Period 18 UHA ?
4- iAndnsuiguditumni Aging MSENRNTMIA Average Collection

Period BSMSUMNM ?
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99- Nowlin Pipe & Steel HISMIUAIRUNNAIANGSS 72,000 units AREIIS:
Samuw |
ENUMILENEMYS $6
ik

o

RAIUEMEmykg SAMWISHANYS $2.40 ARYWNA

Ai- AANS EOQ?

o- ifphywmmsmivmnndmigsih 2 ihwiivgvwmsiigs?
919- Howe Corporation Anknpunsdinuispansayuia S A diuuishngd
IMY online ISTUMRUANWITAIN Y Howe MSONAIANIGMIVATSS 126,000 units
ANYWE Y SAMWwilMIUEMEMMNS $4 INUMILEN MYl SAMWISHANMS
§1,008 ANYWNAN

A- AANSI EOQ?

g- ANSIGSSISMIUEMIMANYWRE ?

A- ANV SRYEY 2 |

w- annnsamwesiuanuu§iituitathneis: 2
9M- GUUN§oY LumsanUmssmgwmmnuswﬁmnwuqn§@HﬁLﬁU
$1 funtmmmwsmamﬁsUnmwtmﬁﬁuﬁ@mﬁmum U

A- A0NIGONG A 2 A W BoARIMAT owigiRimanvgi§uv 2

o- ] Ui uiglwivagR?
9G- Higgins Athletic Wear H1SMIUATRUTNNG ”fi 22,500 units ﬁﬁU[UGﬁ“]
Gamuwisiipenstss $1,50 phywinam Sh ﬁnmwtm'wmcmgmms $3 FINU
miugmémuh

Ai- AANS EOQ?

8- ANS) Average Inventory ? SRANNS GAMUWIBHAN U ?

A- WAt Sai M SyAIiMNSGSS 30 units 9 AANIWER
munged? annesamwidunpeud
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