Module 11 — Financial Accounting for MBAS, 4™ edition by Easton, Halsey, Wild & McAnally

Practice Quiz

1. Abercrombie & Fitch reports the following fiscal year income statements.

Incorme Gtaterment

{# thousands) 2008 2005 2004
Met sales. . . F2.TE4. T $2.021,253 £1,707.810
Gosgt l:ngl:l:i:IE Ell:ll:l B33, 285 880,029 624,640
(Fross profit. . . 1,851,416 121,224 1,083,170
Stores and -:ustnn.ru-:-n anpan:aa : 1,000,755 TaR244 587418
Marketing, genaral and Eh:ll‘nlnba‘l:l‘ﬂ'tl‘-.'e vampmae. sasa 13457 250,835 155,553
Crrer opsreting Incomes, net . 5,534 {4, 49001 {E7E
Oparaing INCOME. .o vavssasvassssnsasanana 542,738 247835 331,180
IFbareat INGOITIE, MET . oL et es caie e ennnes [, ET4) 218 (3,708)
Incme EEfore INCome taes . oo oivivaiiaasans 548412 252,853 334,588
PrroAskon for INCome tames. ..o oo v vavavnsnasana 215,426 138,477 130,058
et INCOMS.: oo s cavanssnasavassanasavnananana § SddB06 § 218276 $ 204,530

Forecast Abercrombie & Fitch’s 2007 income statement assuming the following income statement
relations ($ 000s); cost of goods sold can be inferred as sales minus gross profit, and assume no
change for all other accounts not listed below.

IO PO T, . i

Shores and distrimticn EIIPEFFEE-.HEI: gaka . Baa
Marksting, gensral and administrative a:.pan:aa-hlat seles

Crther operating Income, rebMetzales ..ol iiiiiin e
Prostsion Tar Income baxesdIncome Defore Noome tEes . ... ..
HiaranT WG, BT s i casssidrnasdidonicdidunnsdiannia

What is the forecasted net income for 20077

coow

$3,837,332,000
$333,986,000
$126,246,000
$459,012,000
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2. Best Buy reports the following fiscal year income statements.

Income Statemant February 25,  February 26, February 29,
For the Flscal Years Ended [$ milllons) 2006 2005 2004
P IRR £ 1 1.1-1 427,433 $24,548
e o Bt =t RN |- 20,004 18577
Gross profit, . ceee. TTE f,485 54T
Baling, ganam and adminitraive o ENpEnEeE | B0E2 5,053 4,387
Cperating ncome, | R N1 ¥ | 1,442 1,204
Hetlnteraatnme.expama 77 1 i
Earnings from continuing -:-paraxma befare

o PR DRI -1 1,443 1296
Irecaime Ta eapanss. . 561 &9 496
Em'ulngafrmc-:mrluhgnpamtma T R T mad a0
Loss from discontinued opersfions, st of e, . - — el
Gan lose) on -:Ilapl:ea-aj of dlszontinusd -:-parﬁu:vns.

met of ta. . .. - 50 )
MELEAIMINGE . . o 0o eeininiieseseseenenees 31,140 % o84 $ TS

Forecast Best Buy'’s fiscal year 2007 income statement assuming the following income statement
relations; cost of goods sold can be inferred as sales minus gross profit, and assume no change
for all other accounts not listed below.

Ravenue growih . . DR |- |
Gr-:»a:aprﬂﬂnw;ln R - - "4
galirg, ga'ra‘sl:an:l&dmlnlatmﬂ.ra expamam.rmm . ceeeeas 19.7%
IName T exp=nasEAmNGgs Trom contnung -:paraxl:ns DERre INGOMS Lax . .. BAEw

What is the forecasted net earnings for fiscal year 2007?

$1,268 million
$1,140 million
$1,301 million
$1,377 million

oo op
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3. Harley-Davidson reports 2005 net operating working capital of $2,384 million and 2005 long-
term operating assets of $812 million.

Forecast Harley-Davidson’s 2006 net operating working capital and 2006 long-term operating
assets. Assume forecasted revenues of $6,051 million, net operating working capital turnover of
2.38 times, and long-term operating asset turnover of 6.99 times. (Both turnover rates are
computed here using year-end balances. Finance receivables and related debt are considered
operating under the assumption that they are an integral part of Harley’s operating activities).

a.

b.

$3,019 million net operating working capital
$942 million long-term operating assets
$3,667 million net operating working capital
$1,014 million long-term operating assets
$2,173 million net operating working capital
$792 million long-term operating assets
$2,542 million net operating working capital
$866 million long-term operating assets

assets of $1,980 million.

Nike reports 2005 net operating working capital of $3,992 million and 2005 long-term operating

Forecast Nike’s 2006 net operating working capital and 2006 long-term operating assets.
Assume forecasted sales of $15,389 million, net operating working capital turnover of 3.44 times,
and long-term operating asset turnover of 6.94 times. (Both turnover rates are computed here
using year-end balances.)

a.

b.

$4,747 million net operating working capital
$2,417 million long-term operating assets
$4,474 million net operating working capital
$2,217 million long-term operating assets
$4,219 million net operating working capital
$2,198 million long-term operating assets
$3,876 million net operating working capital
$1,982 million long-term operating assets
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5. Following are the fiscal year income statement and balance sheet of Whole Foods Market, Inc

Incoms Statamant
{In & C00e) 2005 2004 2003

BEKS. . iiiiiiiiiiai s iaea s aeaeaeea,  BATOLZED 3384050  $3,148,503
Cogtof goods sold and ccoupancy coste . L .. .. 3,052,184 2,593,816 2,070,334
o profit. U - ¥ - R 1 - 1,341,134 1,078,250
Direct a'h:reatpans&a .. ceeiee.. 1273473 B, 040 7R4,422
Ganeral and sdministrative a.:panam . 158,864 119,800 100,563
Pre-opening and relcation costs ... ......... 37,035 18,648 15,765
OPETElINg NCOME. o vir ettt ee it innienns 220,733 216,648 167,370
Char Income expenss

Intarest sepenzs, . e {2,223) (7,248 {3,114
- — e 9,623 f,456 5,583
INCEMME ESTOS IMCOME TENSE . . . ..o oenaen .. 237,133 715,853 164,858
PTOVIEKON TOr INGOME TENSE, .. .. oeoennaen s, 100,762 86,341 £5,843
MELIMEOME, et viiiian e ineeianeneaees, B 138351 8 129512 § 28,915

Balanca Sheat
fin Gix0ies) 2005 2004

Azsets

Cash and cashequivalents . . ...ooiiiiiiiiisiiiiraasasasasnnas F308,524 $194,747
Restricted ceeh . 36,822 28,780
Tmnamo:i.lntare-:;alrﬂ:de 686,632 64,972
Merhand=a Invenmtorks ... oo 174,848 152,812
Prepajdaxpa'ﬁ-anaammrmrrentﬂe:m 45,965 16,702
DﬁTBrI‘&:IInWITIBtﬂ-:&B L= 28,874

Tokal cument &38et8 ..o iaiiisnaiasasasiasasaasasasansas 672,528 485,007

Propsrty and equipment, net of eccumulabsd depraciation

and amontzatkn. . 10654, 605 873,397
oodwll. 112,47 112,184
Intba.rgll:llaaaaata. nBtDTmmml.lﬂte-:Ia.rrl-:lrthf_ﬂﬂm sassasana 21,990 24,831
Dretemad Mo TS & v i vi i i vaiaianaananaiaasasana 22,452 4,123

Liablitiss and sharehaldsrs' sguity

Cument Ingtallment of lorg-termdebt ..o iiin e 0 5EE2 § 58973
Trade accounts payable. . 103,248 20,751
Accrusd paymoll, bonug and cther bensits dus o team members .. .. k= 100,524
Dividends Payabk . s vasassssasasassavasasaasanasaanasans 17.208 9,381
Othercumant lablfes . ... oo iiii i iaisiassansnsssasnans 164,914 128,329

Total curmant liskiities . . P T T ) 334,950
Long-tsrm dekt, less curent Instalments . 12,56 164,770
3 e LT e 1 S o1,775 70,087
T e T =30 1,581
= = OO =1 - 571,388
Sharehnl:brs'aqurl'y

Gomrmon stock, i par vaue, 300,000 and 150,000 sharkss authoized,

BEO08 and 52,771 shares =sued, 67,954 and 62,407 sharss

outstanding In 2005 and 2004, recpectivaly. . isasana a74.972 535107
Accumulated other comprehersive Income. . TR TR TP 4,405 2,053
F!atﬂna-:la&n'inga 485,209 412,478

Total sharsholders’ Squily . ..o oiiisissraisrassasscaasasans 1265678 949,538
Tital labiities and sharsholders” aquity. . ooooiiiaiiiiaiaiaeanass  §1,050208 $1,521,008
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5. Continued

Forecast Whole Food Market’'s 2006 income statement and year-end balance sheet using the
following relations (cost of goods sold and occupancy costs can be inferred as sales minus gross

profit; and assume no change for all other accounts not listed below).

LT YRR & I - 4
Groes proft e, . A5.1%
mre-:tat-:raaxpmaee 2E.0%
Genersl and administrative Bxpmava-a B4
Pre-apening and relocation cogts | e 0B %
Deprecdnﬂnnmvaerp-oparr,amaqument net . R -1 1 4
ProAdSion Tor INCorms bue s/ INoormes Befons INGOme BERES .. .o. ..o e, .. 4268
BgleaVear-end frade accourts eeelabls, | . T8
CEETCI'G:‘:IUQ 20ld and aoCupancy cogtavear-and marchandiae Invantores . 17.54
aglearvear-end propamy and squipment, net. . . 4.48
Cost of goods sold and occupancy n:n:-ata"f&a:—en-:l 11&-:!9 a-:::-:-unta pa,ﬂ:vla ci..  ZRAT
aglearvear-end accned payroll, bonus ard other bensfits due team membsrs. .. .. 37.02
CAVENOEMEL ITZ0IMES o ot eae o esein caieesn canncnnasnsasssesnanas s A0ZE
RN RP - -

What is the forecasted cash balance at fiscal 2006 year-end?

$212 million
$416 million
($319) million
$1,217 million

oo op

6. Following are the fiscal year income statements and balance sheets of Abercrombie & Fitch.

Consolidated Statemants of Het Income

For Aiscal Year Ended [Thousands)

2006 2005 2004

Met sakes. .

n::-:uat-:-fg:mamu

Groes profit. .

etores snd distibution sxpense, .
Marksting, geners and adminkoiraiive a:-cpmaa
Ckhar opsraking Income, net ..o

OPEraling MEDME. .. oou s eiees i ieennneanses
IPVRTEErt GO, THRE .o e eiaes i s iainnnneannns
Income sfors oM tEas ... o ie i innans
Prowkon Tor INCOME ENSE, . ... ou s eanens
BT IMEOITER .« 2 e aeeaesis s ciaes s rasnnnneansnn
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F2.784.711 $2.021.252 F1.707.810

233,285 Ge0,02e G224, 640
1,851,416 1,341,224 1,083,170
1,000,755 Taa244 Sav.d16

3457 250,835 155,553

5.534) {4,450 &g

542,738 347,635 31,180
6.674) 5218 (3,706
549,412 352853 3 BaS

215426 138,477 120,055

F33.886 ¥ 21837 F 204,520
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6. Continued

Cansolkated Balance Sheets

{Thousands, except per ghare amaounts) January 28, 2006  January 29, 2005
Aszats

Cashandaquivalents. . .....o.oiniii i iaea. & 50BET 3 238735
Mankstabke SacUMIEs . . oouvesiaiiaiins s iaaiaianans 411,167 —
L = 41,855 ar.7an
L1 - 2 50 211,198
Crafetmescd INCOTR BERSS .. .. o. et iiin i i i ia i ia i 20854 38,090
CERar CUMMaNt BESEE. . . oovs s ianaasanaanvasavasanans 51,185 440m
Tatal cument asssts . T oad 70,784
Prop-arr,ardaqun'mntnet............................ 843803 8T
Cther aessats . 2803 26,996
Totel 888818, . s casaasasanaasasasansasasassasanasasnana G 70018 F1.2867M
Llablitles and shareholdars' aquity
ACCOUTES PEYVEDI. oo oiiviiniiaiaasanssasvasavassanans §  BETE 3 g3Te0
Cutgtanaing chekes. ..o i i i e 58,741 53577
ACCTUEE BXMBIEOE &« ¢ acoss s ns tanaa s tasbatabasanana 215/0G4 205,153
Defermed leamecmds ..o i M7= 1,135
Income tames PayaNe .. .o.iooiiiiaiini i iaaiaiaians o480 55,587
Total cument abItkEs . oo co o iiiiiiiiiiaisaiaia i ianana 491 554 428212
Crafeamad INOOME BARSS . .oyt iis i i i ia s iaiann 38,498 50,032
Defermedleaaa CediE .. .cccvirassasasasassanasassanana 181 225 177,223
Lo T = 73,220 60208
Total kong-temm BabIEBE. ... .oo i i ;BT 286253
Shamhaokdars” aquity

Class A common steck—3.01 par vake: 150,000,000 shares

authorzed ard 102,300,000 shares Bsued at January 28, 2006

ard January 23, 2005, reepectively ..o . 1,033 1,023
Pald-In capttal . 161,678 140,251
Retained aajﬂnga 1,357,701 1,076,023
Accurmulated other mrprmwelnma (TOE) —
Diefermed cormpsnsation . . . 26,206 15,048
Tressury Sock, atm.'er&ga cogt 15,573,782 and 17,262,243

shares H‘[J:EI.I'I.IEI"_.- 28, 2006 and Janua.r} 28, 2005,

respacthsly. . . (550,79 5) (583,028)
Wbajarmah:ddwaqun} |5 M7 608,326
Total labiities and sharsholders’ a-ql.ll‘h' P & Pri=ioRra - #1.386,7e1

Forecast its fiscal year 2007 income statement, its 2007 fiscal year-end balance sheet, and fiscal
year 2007 statement of cash flows using the following relations (cost of goods sold can be
inferred as sales minus gross profit; assume no change for all other accounts not listed).

Met zakes growih, .

Giross promt rrnargln .

tores and Distibution stpense/Het ales |

Marksting, general and edminiztrative vampmae.Het ‘s .
Cther op=rating INComs, netMet saks |

DepreciationPior year property and eq.llpn'.am. et

whmfﬁlmnmama1mnmamﬂalmnmamﬁ............
e T P
Mt salearearand FoshEbE ... oo
Crogt of goods soldvear-and Mventores. .. ..oL i,
Crost of goods soldvear-and accourts payable ... oLl
Mt saleerear-2nd property snd squipment, nst ... ...,

Met sakee Year-and eocrused expareas.

Income taxes payallesProvizion Tor l'lGCTﬂElt‘El:BE: anaananas
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I7.8%
BE.5%
35.0%
11.3%
—-0.2%
18.1%
F.2%
no change
86,53
2.57
10.78
3.2
12.85
45.2%
$52,.218
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6. Continued
What is the forecasted 2007 net cash flow from operating activities?

a. $146,780,000
b. $455,686,000
c. $603,997,000
d. $52,218,000

7. Following are the fiscal year income statements and balance sheets of Best Buy, Co., Inc

Balance Bheet
[ milllons, except per shars amounts) February 25, 2006 Fabruary 26, 2005
Assets
Cash and cash SqUIVERNLE ... ..o oiiieee e, § B8 § 954
Bhor-Tarm TSt MENTES . . oo in e eensaian.. 3,051 2,004
T 505 ars
Mechandise IVentonss ... .. ....oooo.oioo......... 3,338 2,851
PSR CLITETE EEEEE. . . . .o oo e e ainn s a0 aza
Total CUment 8555t .. ... uieiuniiiaaieiisasanao.. TS 8,903
Property and squipment
Lanal arc BTN . .« oot ioe e it et et aiae 580 505
Leasahold Improvemsnts . O - - 1,138
Firtures ard equipment | Ceiiiiisese.. 2088 2,458
Pn:parr,unaa-rnaata-amcepnalaaaa............. =3 e
4835 4,10
Less acournulated depreaiation ... ..o.ou ... 2124 1,728
Mat proparty and eguIPMEnt. . ..o ooooeeeeeene i, 2,712 2,464
L || P 557 513
TEERIAITE L L\ ee e ettt e ee e aet e ansaias s 44 40
LONG-BET FVESITEEE L. .ot eee e iaaeananns 218 148
BT T PP 348 228
g L U K- - | 410,204
Lablittles and shareholders' equity
Acoounts payable, | PPN I ¥ | § 2,824
Unradeamadgﬂcardlablmas q68 410
Aocned GDFﬂFﬂ'ﬁBﬂﬂDI’I and relats EIFEI'I&&EI auua 354 234
Foonscl IBBIRIES . ... 0ottt 878 844
ACCEcl INCOME TEFEE .. . st ee e aeseansaian e 3 575
CUMart portion of Iong-tarm debt .. ...l 418 72
Total curment IBBIRIES. .. ..o e eiiii e, BOSE 4,958
LOng-tam BBEIES .. ..o e ara asa
B L P 178 528

Bharsholders’ eouity
Pratarmad stock, $1.00 parvaua-amnurma-:—mnm
ahares; lzsue] and DLI'[‘-‘B:tE'IE“I'IQ—I'IEII'E sa —_— _—
COmmon stack, $.10 par valus: Authorzead—A bilian
shares; lsauad and oulstending—Ai85, (98,000

and 482,512 000 ahares, reepectively. ..o ooviciaies a4 49
Acdctional pak-n Catal ..o a s B4 935
Retalnad earnings. . va 4,304 3,315
Accumulete -:rmarcl:-mprehamh.-a h-:a:man Cianas 261 14
Tokal sharsholders’ equify. ..o i iaiaaian s 5,257 4,449

Total lladiiies and shamholders’ equity. . ..o oooe oo F11,864 10,284
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7. Continued

Income Statement February 25,  Fabruary 26, Fabruary 28,
Flacal years anded @& milllons) 2008 2005 2004
REVEMUB . ..o vivisnn i vasaunannsnaanasoass Fol,5d48 F27.433 24,545
Costofgoodasokd. ... cveuiaiiiininaieaes 23,122 20,835 18,677
Groes profit. . wans an oo 6,495 5,87
Selireg), gEl'lEd'alml:I admlnlatraimaempan&aa . 6,062 5,053 4,587
Cperating Incoms. . TR =" ¥ 1,442 1,304
Matlntaraatlnmm(a:pansa 7 1 i)
Eamnings from continuing n:npa'a‘u-:-ns bstore

Irncome ey axpenss | 1,721 1,443 1,288
In:-:umetexexpm:a-a....................... G581 s09 436
Eamnings from continuing opsratons. . ........ 1,140 234 &00
Logs from discontinued operstors, net of . . . — — =]
@ain foss) on dsposal of dacontnued

opsrations, ret of tax . . _ 50 (A6
Tt BTN, scssvssvasaasavsanaasassass B 1,740 F B84 £ TOS

Forecast Best Buy’s fiscal year 2007 income statement, its 2007 fiscal year-end balance sheet,
and its fiscal year 2007 statement of cash flows using the following relations (cost of goods sold
can be inferred as revenue minus gross profit; and assume no change for all other accounts not
listed below).

RPN = .|~
En::a:apn:mtrm:gn . 1
Selirg, general and admlnlatraihkaeupensa&m'.renua PR - T
Depracaton inciuded In BGAA stpanssyPrior ,wnatpmparr,ameq.npmmt ceees  18.5%
Ircome ey axpenss/Eamings from cortinuing opsrations befor neoma tass ... ........  23.8%
Revenus e end recelvables. P - o - -
D:natn:ngl:-:-:ba:a-:-l:l“ﬁa-ar—andn'ra'm:mdlaeln'.rentnrba R ¥ <
Cost of goods sokd/Year-and accounts peyable . Y A |-
Revenua iserend net proparty end equipment - ceees 1138
Revenuaaar-end B:CI'LIE‘:IDDI'HF‘ETI&EIIDI'I and I'ElEITEll:I BIFETIE-B‘S E'Il:l ECI'LIQZI |EI.|:I|||'|I|B'-E|. wawa 25.04
nmrmdlmnmatan&alnmmtaxmaparm 121.0%
Ditvickereck st samings . PP | -
mmrmdmtmahnmnma]ma'uﬁabruawa:ﬂﬁ 318

What is the forecasted 2007 net cash flow from investing activities?

$505 million

($585) million
($838) million
$1,928 million

coow
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8. Following are Intel's sales, net operating profit after tax (NOPAT), and net operating assets
(NOA) for its year ended December 31, 2005 ($ millions).

NI . ¥ <
Mt operating profit arer T (MOPAT) . ..o in i iainaiaeaee., 8333
e e e PR - v I -

Forecast Intel's NOPAT for years 2006 and 2007 using the following assumptions:

Baks growth per year. | . P I =11
M-at-:upa-aﬂngprcrrtn-mglnwwhﬂl -5 I 1.
Met operating sesst turmower (MOAT), I:uaa-a-:l on M, at De-:amt-a-m S, 1,54

a. 2006: $9,457 million 2007: $10,734 million

b. 2006: $9,458 million 2007: $11,396 million

c. 2006: $10,121 million 2007: $12,293 million

d. 2006: $8,732 million 2007: $9,319 million

9. Following are Oracle’s sales, net operating profit after tax (NOPAT), and net operating assets
(NOA) for its fiscal year ended May 31, 2006 ($ millions).

] RN & I X-."-
Mt operating profit after Bam (MOPAT) . ouve e eiiiescnneiieeeanase 3245
L o R |- .- - s

Forecast Oracle’s NOA for fiscal years 2007 and 2008 using the following assumptions:

Balkes qroth psar year. . . = = L
Hlat-:-pa'aﬂrqprcrrtn'ﬁrglnm:}PMj cisssssss 2EOTH
Mt operating Eﬂ:anattuml:l'-.'a'l:hl-::!n'r:l bazsd on MOA &t rﬂ-&, 21, 2008, ‘ 072
a. 2007: $24,001 million 2008: $26,532 million
b. 2007: $24,346 million 2008: $29,678 million
c. 2007: $17,529 million 2008: $21,368 million
d. 2007: $14,371 million 2008: $10,347 million
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