Module 4 — Financial Accounting for MBAS, 4™ edition by Easton, Halsey, Wild & McAnally

Practice Quiz

1. Following is the balance sheet for Target Corporation. ldentify and compute its fiscal year-end
2006 net operating assets.

% millions) January 28, 2006 January 29, 2005
Azzets
Cashand cashequivalents . ......................... % 1,648 $ 2,245
Accounts recevable, net ... ..o 5,666 5,069
Iventory. e 5,838 5,384
Othercurrst asssts. ... ... .. i i 1,263 1,224
Totalcurrentasests ... ... .. .. 14,405 13,922
Property and equipment
Buildings and improvements . ... ... . 14,174 12,518
Fixtures and equipment .. ... .. . i 3,218 2,930
Computer hardware and scftware . .. ... . ... ... 2,214 1,998
Construction-in-progress . ... ... i e e 1,168 962
Accurmulated depreciation ... ..o i (6,176) 5,412)
Property and equipment, net ... ... .. 19,038 16,860
Othernoncurrent assets. . ... .. . . i i, 1,662 1,611
Totalassets. . ... ...t eiieiie . $34905 fa2 003

Liahilities and shareholders’ investment

Accountspayable. ... .................ciiiieaeo... F B2EB $ 5772
Acocrusd llabilities . .. ..o e 2,193 1,632
Incometares pavable .. ... ar4 304
Cumrent portion of long-tenm debt and notes payakls . .. . .. 753 504
Total current liabilities . . ... ... .. . o 9,588 8,220
Long-termidebt ... ... 29,1149 9,034
Deferred income taxes and other. .. .. .. .. ... ..o ... 851 a73
Other noncurrent labilities . ... ..o o o o ol 1,232 1,037
Shareholders’ investrment

Commonstock. ... o e 73 74
Additional paid-in-capital .. .. ... o o oL 2,121 1,810
Fetained earnings. ... ... . e 12,013 11,148
Accumulated other comprehensive income. ... ... ... (2) (2)
Total shareholders” investment. ... ... ... .. . ... 14,205 13,029

Total liabilities and shareholders’ investment .. .. ... ..... §34,995 $32 203

$24,077 million
$25,407 million
$4,334 million

$14,205 million

coopw
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2. Following is the income statement for Target Corporation. Assume that the combined federal
and state statutory tax rate is 38.3%. Compute NOPAT for Target for 2006. (Hint: Treat Target's
credit card revenues and related expenses as operating.)

(% millions) 2006
T P - <1 -
Met credit card revenUES . ... e e 1,349

Total PSS . . L e 52,620
Contof malem. L et e e 24,927
Selling, general and administrative EXpENSES .. ... i i i e e 11,185
Credit cand SrpEnSEE . . . .o i ie e e e ee e TTE
Depreciation and amortZation . . ... ... e e 1,408
Earnings from continuing operations before intereat expense and income taxes. .. ... ... 4,323
Met IMTErest BxpENEE . . . e e 463
Earnings from continuing operations beforsincometaxes . ... oo oo 3,860
P o o I OmE B . . . L. ittt i e e 1,452
1T A < 4

$2,408 million
$3,860 million
$2,871 million
$2,694 million

coop

3. Selected balance sheet and income statement information for Target Corporation, a department
store retailer, follows.

2006 Net 2005 Net

2006 2006 Operating Operating
Company (% millions) Ticker Revenues NOPAT Assets Assets
Target Corp. ... .. .. TGT $52 620 $2,628 $24,077 22 567

Compute its 2006 return on net operating assets (RNOA).

45.76%
5.12%

11.18%
11.55%

coow
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4. Selected balance sheet and income statement information from Verizon follows.

(% millions) 2005 2004

Cumentassets ......................... F 18448 § 19479
Cument liabilities. . .. .. ... ... ... ... ... 25,063 23,129
Total liakilities . . .. .. .. ... i 101 696 102,245
T 6,434 B2,613
Earnings before intereat and taxes. ... ... ... 12,787 12,496
Interestexpenss. ... .. ... ... 2180 2384
Met cash flow from operating activities .. . ... 2202 21,820

Compute the current ratio for 2005.

a. 0.16
b. 0.66
c. 129
d. 152

5. Selected fiscal year balance sheet and income statement information for the computer chip

maker, Intel, follows ($ millions).

2005

2005 Net

2005 2005 Met Operating Operating Operating Stockholders' Stockholders'

Company  Ticker

INTC %$38.828  $3,664 $a,487

Compute the 2005 return on equity (ROE).

23.95%
22.70%
23.18%
23.46%

oo
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f2a,43

2004 Net 2005 2004
Assets Equity Equity
$27,499 $36,182 $3g 579
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6. Selected balance sheet and income statement information from Staples, Inc. follows ($ millions).

20086 2006 Net 2005 MNet 2006 2005

20086 2006 Met Operating Operating Operating Stockholders’ Stockholders'
Company Ticker Sales MNetlincome Profit After Tax Assets Assets Equity Equity
Staples . ... SPLS  B16,079 $aa4 a3z $4,387 $a 202 $4,425 4115

Compute the 2006 return on equity (ROE).

5.21%

19.10%
19.53%
18.85%

oo op

7. Selected balance sheet and income statement information from Verizon Communications, Inc.,
for 2003 through 2005 follows ($ millions).

Total Total
Current Current Pretax Interest Total Stockholders’
Assets Liabilities Income Expenss Liakilities Equity
2003 .. .. $18,293 $28,570 £ 6,344 $2,797 $108,154 $57,814
2004 .. .. 19,479 23,129 12,621 2,284 103,345 62,6132
2005 ..., 16,448 25,063 13,6852 2,180 74,942 66,4234

Compute times interest earned for 2005.

a. 7.26
b. 6.26
c. 5.26
d. 4.26
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8. Selected balance sheet and income statement information from Abercrombie & Fitch and TIX
Companies, clothing retailers in the high-end and value-priced segments, respectively, follows.

2006 Net 2005 Net

2006 2006 Operating Operating
Company [$ millions) Ticker Sales NMOPAT Assets Assets
Abercrombie & Fitch. . . ANF b 27847 $3za.y % B15.6 $ 7005
TJX Companies ... ... TJ¥ 16,057.9 7085 2,701.6 2,508.5

Compute the 2006 return on net operating assets (RNOA) for both companies.

ANF 52.75%, TJX 26.23%
ANF 49.34%, TJX 27.20%
ANF 22.11%, TJX 16.82%
ANF 36.33%, TJX 21.76%

coopw

9. Selected balance sheet and income statement information for the clothing retailers, Abercrombie
& Fitch and The GAP, Inc., follows.

2006 Net 2005 Net

2006 2006 Operating Operating
Company ($ millions) Ticker Sales NOPAT Assets Assets
Abercrombie & Fitch. . . ANF $ 2,785 $ azarv $ 6157 $ To0s
The GAP............ GRS 16,023 1,047.7 4.986.0 6,005.0

Compute the 2006 net operating profit margin (NOPM) for each company.

ANF 52.74%, GPS 21.01%
ANF 27.33%, GPS 19.17%
ANF 18.14%, GPS 8.23%
ANF 11.66%, GPS 6.54%

coopw
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10. Selected balance sheet and income statement information for the drug retailers CVS
Corporation and Walgreen Company follows.

2006 Net 2005 Net

2006 2006 Operating Operating
Company ($ millions) Ticker Sales NOPAT Assets Assets
CVSCom. .......... CVs $37,006 $1,202 $10,520 $9,828
Walgreen Company . . . WAG 42 202 1,538 8,395 6,888

Compute the 2006 net operating asset turnover (NOAT) for each company.

CVS 3.64, WAG 5.52
CVS 3.52, WAG 5.03
CVS 12.70, WAG 20.14
CVS 3.49, WAG 3.65
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