[image: ]
[bookmark: _GoBack][image: ]
image1.png
€ > [T re——

File Edit View Favorites Tools Help

Al Shee o 1§

Contents. —

-0

T L —
e it Al problems are availablein MyFinanceLab.

E31

E32

£33

E34

You are  summer intern at the offce of a local tax preparee, To tes your basic
Knowledge of inancial stazements, your manager, who geaduated from your alma
mater 2 years ago,gives you the following s of accounts and asks you 1o prepare a
simple income statement using those accouns.

Accoums
Deprciion

Geners s sdiiswasivsexpenses
Sas

Soes expensen

Coneof gonds sold.

Losse expense

[s— 3

5. Arcange the accounts into s well-dabelad income stacement. Make sure you label
and solve for gross profit,operating profit, and net profit before taxes.

b. Using a 35% tax race, caulate caxes paid and net profi ate taxcs

. Assuming a dividend of $1.10 per share wich 4.25 millon shares outstanding,
caleulate EPS and additions to reained carnings,

Explain why the income statemens can also b called a “profi-andtloss sttement.™
What exactly docs the word halance mean inthe it of the balance sheet? Why do
e balance the two halves?

Cooper Industrcs, Inc. began 2015 with reained carnings of $25.32 millon. During
the year, i paid four quarterly dividends of S0.35 pershare o 275 mllion common
stockholder. Prefered stockholders, hlding 500,000 shares, were paid two semian-
sl dividends of $0.75 per share. The firm had 2 nctprofie afe taxes of $5.15 mil-
Hion. Prepare the satement ofrecained earnings for the year ended Decernber 31, 2015,

Blucstone Mecals,Inc, is 2 mecal fabrication frm hat manufactures prefabricated
metal parts forcustomers in a varieey of induscrics. The firm's motzo i *1fyou need
it we can make it.” The CEO of Bluestone rcenly held a board meetin during,
which he extolled the ircues o the corporation. The company, he stated
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confidentl, had the capabilcy o build any product and could do so using alean
‘manufactusing model. The fim would soon be profitable, claimed the CEO, because
the company used sate-ofche-are techrology fo build a varieey of products while
keepinginventory levelslow. As  business press eportr, you have calulated some
ratios to analyze the financial healch of the firm, Blucstone’s cureent racios and quick
eatos forthe past 6 years are shown in the following table

a0 om0 o s
Gummimio 12 14 13 16 18
Quekria 11 13 12 0% 08 04

What do you think of the CEO's claim that the fim i ean and soon to be
C proficabie? (Hint: I there a posible waening sign in th relaionship berween the
tworatios?)

[5) E3-5 lfweknow hata fim hasa nc profitmargin of 4.5%, otal asescuover of 0.7,
and a financialIeverage muliplier of 143, what i s ROE? What is the advantage
0 usimgthe DuPont system o caleulase ROE over the direct calculation of carnings
available o common stockholders divided by common stock equity?
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