CP9-2

Finding Financial Information
LO9-1, 9-5, 9-6

La} <1 o

Refer to the financial statements of Urban Outfitters given in Appendix C at the end of this book.
Required:
1. What is the amount of accrued compensation at the end of the most recent reporting

year?

2. By what amount did accounts payable change over the most recent reporting year? How
did this change in accounts payable affect cash flows from operating activities during the

most recent reporting year?

3. What is the amount of long-term liabilities at the end of the most recent reporting year?

E13-5

Matching Each Ratio with Its Computational Formula

LO13-4, 13-5, 13-6, 13-7

Match each ratio or percentage with its computation.

Ratios or Percentages

Definitions

. Profit margin

- Tventory tumover ratio

. Average collection period

. Dividend »ield ratio

. Retum on equity

. Current ratio

. Debt-lo-equily ratio

. Prive/earnings ratio

. Finaneial leverage peroentage
. Recervable tumoner ratio

. Average davs’ supply of inventory
. Earnings per share

. Return on assets

- Quick ralio

. Times interest earned

. Cash coverage ratio

. Fixed assel turnover ratio

oo

=)

. Net Income {before extraordinary tems) + Net Sales

. Davs in Year + Receivable Turnover Ratio

. Net Income + Average Stockholders”™ Equity

. Net Income + Average Number of Shares of Common

Stock Ourstanding

. Retorn on Equity — Retum on Assels

 Quick Assets =+ Cuorrent Liabilities

. Current Assets + Current Liabilites

. Cost of Goods Sold + Average Inventory

. Net Credit Sales + Average Net Receivables

. Davs inYear + Inventory Turnover Ratio

. Total Liabilities + Stockholders” Equity

. Dividends per Share + Market Price per Share

. Market Price per Share + Earnings per Share

- [Net Income + Interest Expense inet of 1ax)] + Average

Total Assets

. Cash from Operating Activities i before inlenest and

taxes) + Interest Paid
Net Sales Revenve + Net Fixed Assels

. iNet Income + Interest Expense + Income Tax

Expense) + Interest Expense
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CASES AND PROJECTS

Page 496

Annual Report Cases

CP9-1
Finding Financial Information

LO9%9-1, 9-5, 9-6

AMERICAN EAGLE
QUTFITTERS INC.

>

Refer to the financial statements of American Eagle given in Appendix B at the end of this book.
Required:

1. What is the amount of accrued compensation and payroll taxes at the end of the most recent reporting
year?

2. By what amount did accounts payable change over the most recent reporting year? How did this change in
accounts payable affect cash flows from operating activities during the most recent reporting year?

3. What is the amount of long-term liabilities at the end of the most recent reporting year?

CP9-2
Finding Financial Information

LO9-1, 9-5, 9-6

S

UREAN DL

W

Refer to the financial statements of Urban Outfitters given in Appendix C at the end of this book.
Required:

1. What is the amount of accrued compensation at the end of the most recent reporting year?

2. By what amount did accounts payable change over the most recent reporting year? How did this change in
accounts payable affect cash flows from operating activities during the most recent reporting year?

3. What is the amount of long-term liabilities at the end of the most recent reporting year?

CP9-3
Comparing Companies within an Industry

¥ £YO
1OY-2
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AMERICAN EAGLE
OUTFITTERS, INC.
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Refer to the financial statements of American Eagle (Appendix B) and Urban Outfitters (Appendix C) and the
Industry Ratio Report (Appendix D) at the end of this book.

Required:

1. Compute the payable turnover ratio for each company for the most recent reporting year.

2. Compare the latest year payable turnover ratio for each company to the industry average from the Industry
Ratio Report. Are these companies doing better or worse than the average company in their industry at
paying trade creditors?

Financial Reporting and Analysis Case

CP9-4
Analyzing Hidden Interest in a Real Estate Deal: Present Value

1.0O9-7

Many advertisements contain offers that seem too good to be true. A few years ago, an actual newspaper ad
offered “a $150,000 house with a zero interest rate mortgage” for sale. If the purchaser made monthly payments
of $3,125 for four years ($150,000 + 48 months), no interest would be charged. When the offer was made,
mortgage interest rates were 12 percent. Present value for n = 48, and i = 1% is 37.9740.

Required:
1. Did the builder actually provide a mortgage at zero interest?

2. Estimate the true price of the home that was advertised. Assume that the monthly payment was based on
an implicit interest rate of 12 percent.

Critical Thinking Case

CP9-5
Evaluating an Ethical Dilemma: Fair Advertising

The New York State Lottery Commission ran the following advertisement in a number of New York
newspapers:

The Lotto jackpot for Wednesday, August 25, 2010, will be $3 million including interest earned over a 20-year
payment period. Constant payments will be made each year.
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E13-4

o . . ; Page 675
Using Financial Information to Identify Mystery Companies .g_._
LO13-1, 13-2, 13-3, 13-5, 13-6
The following selected financial data pertain to four unidentified companies:
COMPANIES
1 2 3 4
Balance Sheet Data
iu»mpt,mem pe ]'\'Clllil:_l!.‘l
Cash 1.6 f.b 54 7.1
Accounts receivable 4.6 8.0 8.8 33.6
[ventory 7.0 458 65.7 26.0
Propeny and equipment 500 203 10.1 21.9
Income Statement Data
! mmpuncnl px.‘ll'Cl'll;ltlx.‘ )
Gross priofit ShT 364 14.1 158
Profit before taxes 27 1.4 1.1 0.9
Selected Ratios
Current ratio 0.7 2.1 1.2 1.3
[nventory turnever ratio 300 3.5 5h 6.7
Debi-to-equity ratio 3.3 1.8 BB 3
This financial information pertains to the following companies:
a. Full-line department store
b. Wholesale fish company
c. Automobile dealer (both new and used cars)
d. Restaurant
Required:
Match each company with its financial information.
E13-5
Matching Each Ratio with Its Computational Formula
L.O13-4, 13-5, 13-6, 13-7
Match each ratio or percentage with its computation.
https://online.vitalsource.com/#/books/1259591239/cfi/6/561/4/436/36/2@0:0




5/6/2018

Ratios or Percentages

Bookshelf Online: Financial Accounting

Definitions

1. Profl margin

[ S¥]

[oveniory lwmoeyver ratio

140

Average vollection period
Dividend vield ratio
Retum on equily

=

U

Corrent ralio

™M@

Debi-lo-equity ratio

@

Price/earnings ratio
9. Fimancial leverage percentage
10, Recewable tumover ralio
11, Awverage davs’ supply of inventory
12, Earnings per share
13 Return on assets
14, Quick ratio
15, Times interest carned
16, Cash coverage ralio
7. Fixed asset urnover ralio

N we

ZEr A e =T Omm

. Net Income i before extraordinary items) + Net Sales
. Davs in Year + Receivable Turnover Ratio
. Net Income + Average Stockholders™ Equity

Net Income + Average Number of Shares of Common
Stock Outstanding
Return on Equity — Retum on Assels

. Duick Assets = Cuormrent Liabilities

- Corrent Assets + Current Liabilities

. Cost of Goods Sold + Average Inventory

. Net Credit Sales + Average Net Receivables

. Davs in Year = Inventory Turnover Ratio

. Total Liabilities + Stockholders” Equity

. Dividends per Share + Market Price per Share
. Market Price per Share + Earnings per Share

. [Net Income + Interest Expense inet of tax)] + Average

Total Assets

0. Cash from Operating Activities i before interest and

taxes) = Interest Paid
Net Sales Revenue =+ Net Fixed Assels

. {Net Income + Interest Expense + [ncome Tax

Expense) + Interest Expense
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