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Data table

T.P. Jarmon Company Balance Sheets

Cash 15,100
Marketable securities 6010
Accounts receivable 41,900
Inventory 50,900
Prepaid rent 1200
Total current assets $115.110
Net plant and equipment 286,100
Total assets 5401210

$14,000
6210
32,900
83,900
1,090

$138.,100
269900

Accounts payable 548,100
Notes payable 15,000
Accruals 6,000
Total current liabilties $69.100
Longterm debt 159,900
Common stockholders' equity 172210

Total liabilties and owners' equity 5401210

§75.100
150,100
182,800

$408.000
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. P. Jarmon Company
Income Statement for 2013

Sales (all cred)
Less: Cost of goods sold

Gross profit

Less: Operating and interest expenses
General and administrative

Interest

Depreciation

Total

Eamings before taxes

Less: Taxes

Netincome available to common stockholders
Less: Cash dividends

Change in retained eamings

$600.100
(460,000)
$140.100

5(29,900)
(10,000)
(30.100)

§(70.000)

$70.100

(27.200)

$42.900

(31.700)

511200
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Current ratio 180
Acid-est ratio 090
Debt ratio 500%
Times interest eamed 10,00
Average collection period 200
Inventory tumnover (based on cost of goods sold) 7.00
Retum on equity 120%
Operating return on assets 16.8%
Operating profit margin 140%
Total asset tumover 120
Fixed asset tumover 180

(Click on the icon @ in order to copy its contents into a spreadsheet)
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(Related to Checkpoint 4.1) (Liquidity analysis) Airspot Motors, Inc. has $2,297,700 in current assets and $851,000 in current la
below 2.1 (assuming all other current assets and current libiliies remain constant)?

ties. The company’s managers want to increase the fir's inventory, which wil be financed using short-term debt. How much can the firm increase its inventory without its current ratio falling

Airspot Motors, Inc. could add up to §|

entories. (Round to the nearest dollar )
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(Related to Checkp

4) (U

ity analysis) The most recent balance sheet of Raconteurs, Inc., (in

ns) s found here: [

a. Calculate Raconteurs' current ratio and acid-test (quick) ratio.
b. Benchmark ratios for the current and acid-test (quick) ratio are 1.48 and 1.21, respectively. What can you say about the liquidity of Raconteur's operations based on these two ratios?

a. Calculate Raconteurs' current ratio and acid-test (quick) ratio.

Raconteurs’ current ratio is . (Round to two decimal places.)
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(Liquidity analysis) When firms enter into loan agreements vith their bank. it is very common for the agreement to have a restriction on the
Autoparts (AAP) in 2009. The firm had total current assets of $1.904.810,600 and current liabilties of $1,360,579,000.

imum current ratio the firm has to maintain. So, it

iportant that the firm be aware of the effects of their decisions on the current ratio. Consider the situation of Advanced

a. Whatis the firm's current ratio?
b. Ifthe firm were to expand its investment in inventory and finance the expansion by increasing accounts payable, how much could itincrease its inventory without reducing the current ratio below 1.27
c. Ifthe company needed to raise ts current ratio to 1.5 by reducing its investment in current assets and simultaneously reducing accounts payable and shortterm debt. how much would it have to reduce current assets to accomplish this goal?

a. Whatis the firn's cumrent ratio?

The firm's current ratio is[_]. (Round to one decimal place )
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(Financial statement analysis) The T.P. Jarmon Company manufactures and sells a line of exclusive sportswear The firn's sales were $600,100 for the year just ended. and is total assets exceeded $500,000. The company was started by Mr. Jarmon just 10 years ago and has been profitable every year since its
inception. The chief financial officer for the firm, Brent Vehiim, has decided to seek a line of credit from the firm's bank totaling $35,000. In the past, the company has relied on its suppliers to finance a large part of its needs for inventory. However, in recent months tight money conditions have led the firm's suppliers to offer
sizable cash discounts to speed up payments for purchases. Mr. Vehlim wants to use the line of credit to supplant a large portion of the firm's payables during the summer, which is the fi's peak seasonal sales period

‘The firm's two most recent balance sheets were presented to the bank in support of s loan request. In addition, the fir's income statement for the year just ended was provided. These statements are found in the following tables: [ - Jan Fama, associate credt analyst for the Merchants National Bank of Midland,

Michigan, was assigned the task of analyzing Jarmon's loan request.

a. Calculate the following financial ratios for 2013
b. Which of the ratios calculated in part (a) do you think should be most crucial in determining whether the bank should extend the line of credit?
. Use the information provided by the financial ratios and industry-norm ratios to decide if you would support making the loan. Discuss the basis for your recommendation

a. Calculate the following financial ratios for 2013:

TP Jarmon's current ratio is [_]. (Round to two decimal places )





