.5 Brandywine TTomecare, 2 nol-fi w-pridit business, had revenues of $12 million
e 2011, Expenses other than depreciation totaled 75 percent of revenues.
and depreciation expense was $1.5 million. All revenues were collecred in cash
during the year and all expenses other than depreciation were paid in cash.

2. Construct Brandywine’s 2011 income statement
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Whar were Brandywine’s net income, ol profit margin, and cash |

flone: i

¢ MNow, suppose the company changed its depreciation calculation
procedures (soill within GAAP) such thar irs depreciation CEPORST
doubled. How would this change affeet Brandvwine's ner income,
total profit margin, and cash flows?

d. Suppose the change had halved, rather than doubled. the frm’s de-

preciation expense. Now, what would be the IMPACT G0 el Income,

total profic margin, and cash flow?
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