Module 11 — Financial & Managerial Accounting for MBAS, 4™ Edition
by Easton, Halsey, McAnally, Hartgraves, and Morse

Practice Quiz

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

Incaorme Statement

(& thousands) 2006 2005 2004

MNet8ale8: . v s vasanaassnasansanasannananans Ryl il $2.021,253 1,707,810
Gogt of goods aold. 233,295 Ba0,029 24,640
Ao profit. . . EEamasas 1.651.416 121,224 1,083,170
Stores and digtibation sepanss. . 1,000,755 738,244 s87418
Marketing, general and ﬁjmlnmﬂuemmae.. 3457 259835 155,553
Crer operating Incoms, net . 5,534) {4,497 (@7
ﬂperaﬂngln-:::me 542,738 27 B35 33,180
L [, 6T E218 {3,708
Incoime Efore INCoMme tames .« .o oo vavisasans 548412 252,853 334,888
Prrovazkon for INCome Tames. .. cocvavavavnsnasass 215,426 136,477 130,055
MEt INCOMB. cs s vavavaasasansnsasasannanasass F SOdB06 ¥ 218275 § 204530

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.

Net sales growth ...
Gross profit margin
Stores and distribution expenses/Net sales
Marketing, general and administrative expense/Net sales

Other operating income, net/Net sales .

Provision for income taxes/Income before income taxes
Interest income, net

What is th

aoow

e forecasted net income for 20077

$3,837,332,000
$333,986,000
$126,246,000
$459,012,000

37.8%
66.5%
35.9%
11.3%
-0.2%
39.2%
no change
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2. Best Buy reports the following fiscal year income statements.

Incarms Statameant Fabruary 25,  February 26,  February 29,
For the Flscal Yaars Ended [$ millons) 2008 2008 2004
Fevanus ., Y < x1-L 1. $27,423 $24.548
n::atm-;:msa:m R 8 =1 20,08 18477
Grogs profit. . .. ceee.. TR &,495 5471
i, ganam:ama-:lmlnl:atramla xpense | 8,082 5,053 4,587
Cperating noomes. . R I 1. 1,442 1,304
Hatlnter&atnmam:-cpema 77 1 i)
Eamings from continuing clparaﬂ:m betare

L g g e PP - 1,443 1298
Irezorne te sxpenes. . 581 509 498
EH‘l‘nIngafrt:I‘rlc-:mnuhg Dparaim:a APUDUTURE KT g 200
Loss from discontnued cperstons, net oftag. . ... .. — — el
GaNn J09s)on -:Ilap-:eai of clscontinusd l:upemﬂ\:n:a-.

et of e . . - =0 BE
HEt SAITIRNGE . v caeaiesinarsesaiansesneaess $ 1,140 § 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.

Fewveniue growdh . . DRI = 4
En:na:apn:l'rtn'nargln e eieirasesianeesaeaces. 250%
galing, ga-.amamanmlnlatnan-.ra expa-mm:mm .. SRR [ L™
Incorme 16e experasERmInGgs Thom cortinung n:paraxh:m Dol INCome T | .. D3E%

What is the forecasted net earnings for fiscal year 2007?

a. $1,268 million
b. $1,140 million
c. $1,301 million
d. $1,377 million
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3. Assume that Harley-Davidson reports 2011 net operating working capital of $1,226 million and 2011
long-term operating assets of $812 million.

Forecast Harley-Davidson’s 2012 net operating working capital and 2012 long-term operating assets.
Assume forecasted revenues of $6,051 million, net operating working capital turnover of 4.63 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).

$3,019 million net operating working capital;
$3,667 million net operating working capital;
$2,173 million net operating working capital;
$1,307 million net operating working capital;

$942 million long-term operating assets
$1,014 million long-term operating assets
$792 million long-term operating assets
$866 million long-term operating assets

oo o

4. Assume that Nike reports 2011 net operating working capital of $2,603 million and 2011 long-term
operating assets of $1,980 million.

Forecast Nike’'s 2012 net operating working capital and 2012 long-term operating assets. Assume
forecasted sales of $15,389 million, net operating working capital turnover of 5.28 times, and long-
term operating asset turnover of 6.94 times. (Both turnover rates are computed here using year-end

balances.)

a. $4,747 million net operating working capital; $2,417 million long-term operating assets
b. $2,915 million net operating working capital; $2,217 million long-term operating assets
c. $4,219 million net operating working capital; $2,198 million long-term operating assets
d. $3,876 million net operating working capital; $1,982 million long-term operating assets

Following are the fiscal year income statement and balance sheet of Whole Foods Market, Inc.

Income Statameant

{In % 000 2005 2004 2003
=T $4,701,2689  $3.884.850  §3,148,589
Gt of goods soid and ccoupancy costa .. ..., 3,082,184 2523816 2,070,334
Groms PRt oo ee 1,648,105 1,341,134 1,078.258
CHresct hore SRESMEEE. . ..o iieninanas 1,223,473 £36,040 704,422
General and adminktrative sepensss ... .. 153,864 118,800 100,683
Fre-cpening ard rekocathon costs ... ... 37,035 18,648 15,765
ORraRg MEOMEL oo ieeeiie i eaiaenss 228,733 216,646 167,378
Othar Income exp=nEs

Intarest SpenSa. . oo iiiiiiansiinaas 2.223) 7,248 @,114)
Irivestrient el Giher INSOME. ... oueeson s, 9,623 6,456 5,583
Incame befors Income tames .. ..ooe e, 237,133 5,853 164,858
Frowksion 1o INCOome TaEs. . ... eenen s, 100,782 86,341 £5,943

Mot IMCOmE. .. oo iavavannavasasaanasanans

138,351 $ 128512 ¢ 88915

Continued next page
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5. continued

Balancs Shest
{In $00e) 2005 2004

Assets

Cash and casn SQUNEREITE ..o i i i $308,524 ¥194,747
Restricted cash . 36,022 28,780
Trauaacm.lntare-::eweﬂa a6.682 64,872
Merhand=s Imventorkes ..o 174,848 182,812
Prepa]daxperﬂesamﬂﬂ'ﬁrmrrentsa:m 45,865 18,702
DeTerre-:Ilnmmetama 398,588 8874

Total cument 888618 ... voviacasasvasasasaasasanasnasasasnas B72.529 488,097

Propsrty end equipment, net of accumulatsd depradation
Goodwil . 112,476 112,184
|I"I'|H.I'Q|DB=EI.3$EI1B. natnTB:mleat&dmnrth’.ﬂﬂm Naasasasa 21,2690 24,831

Tt BEEEL v i cvavanannananansasananaasasanaasasanansasana F1BTRIE0G F1,521,008

Llabllitia= and sharehaldars' aguity

Gument Installment of long-term debt .. ..o u i iiiiiiiiaiiaes § 522 ¥ 5,973
Trade accounts payabke . . 103,248 20,751
Accnied paymoll, bonug and cther bensfts dus to team members .. .. 126,861 100,528
Dividends payabke .. .. ccovivacnaasansatasasastasanasanana 17.208 8,381
Othercumantlabiifes . ..o iaiuiansusasansasasnans 164,214 128,329

Total cumant lakdities . an 418,383 334,850
Long-term deld, Iaa:awrrantlnata.lrnanta 12062 164,770
DE‘I‘EI'TB:IHTI:IEIDIH:HS o,77s 70,087
Corer long-tarm abiIRes . o oo ciia i sasasassasisisaasisina 530 1,581
Sharshokiars’ aquity

Cormon Stock, o par value, 300,000 end 150,000 sharse authortzad,
BEO08 and 82,771 sheres lsaued, 67,954 and 82,407 sharss

outstanding I 2005 and 2004, Mespecthsly. . .. ou ey a74,972 535,107
Accurnulatad o cormprenSrEhe INEOME. . ... ou e .. 4,405 2,053
T S 488,200 412,478

Tiotal sharsholders” squly ..o ciiiiiiiiiaiaisasicaiaasasana 1265675 949 538
Total liabiities and shaeholders" aquity. .. c.oooo i ciei a1 558,208 £1,521,005

Continued next page
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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). Cash balance is plug figure.

SAIES GrOWEN ..o e 21.6%
Gross Profit MArgiN ... e e e e e e 35.1%
DIreCt STOr EXPEINSES ... ..ttt et e e et e e et e et e et e e e e 26.0%
General and administrative EXPENSES ......c. ittt e e e e e e 3.4%
Pre-opening and reloCation COSES ........ouiiii i e e e e e e v ee e e 0.8%
Provision for income taxes/Income before income taxes ..........c..oooeevevvininnnnnnn. 42.6%
Sales/Year-end trade accounts receivable ... 70.16
Cost of goods sold and occupancy costs/Year-end merchandise inventories ........ 17.54
Sales/Year-end property and equipment, NEt ........ocovviiiiie i e 4.46
Cost of goods sold and occupancy costs/Year-end trade accounts payable ......... 29.63
Sales/Year-end accrued payroll, bonus and other benefits due team members ..... 37.02
DividendS/NEet INCOME ... .. ittt e e e e e et e et e e e e ren e 40.2%
Dividends/Dividends payable ....... ... 3.22

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

$ 214 million
$ 416 million
($ 319) million
$1,217 million

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

Consolidatad Statamants of Net Income

For Fscal Yaear Endad [Thousands) 2008 2005 2004

Met sales, . e iiaieaiaiaieeiaieieeeeeaes 32TA4TIT 2,021,283 44,7OT.E10
l:l:natn:-Tg:-D-:Isa:i-:l 33,295 AB0,028 £24,640
EroEs profit. . e rereiaieaiee. 1ES1418 1,341,224 1,083,170
amraamaalatnnm-:-nempmaa eirerisie.. 1,000,755 738,244 587,416
Marksting, genersl an:ladmlrisﬁaxmaexpma& e 313,457 250,835 155,553
ERE Cp=Tating INGOME, MET ... e e aanans i5,534) 4,490 (5789
e 11 e 1 P 542,738 247,635 331,180
VLTSt IVCOMME, TEE . e aesis b aanans {6,674 (5,218 {3, 70
PO BSan NSO TAEE . .. s veens s ianans 540,412 352,853 324,588
PTOVIZION Tor INCOMES TEEEE. . ...\ veens e annans 215,426 138,477 120,058
METIMEOME. oo oi i insinininsrarannnaeans 3 G326 & 218,378 % 204,830

consalkatad Balance Shaets
(Thousands, except per share amounts) January 28, 2006 January 29, 2005

Assats

Cezh and aquivalerms. ... . 8 S0RaT % 338735
Markstable sacurfles. .. ... ... 411 167 —_
L T 41,855 37,760
IFEITBONIEE | 0o it e e e 362 500 211188
Drafarmad] Inoome amas . o.o. . 29,054 38,090
Cthwar curment BeSste. o . ouci s i iiii st sa s i cs s s s 51,185 44001

R T R - . - &70,784
Proparty nc SqQUIBTRIL REL. . .oooin i e, BI3S03 237,011
L ST T 26,296
B I PR 1 - - i | 41,286,791

Llabliitias and shareholdars' aquity
ACCOUNS PayabIs. .. ooiiiiiiaiiiiiiaiaiaiiaiasanaanans ¥ 82572 3 83780
Cutstanding ChachE . . .ooon it i e 58,741 53577
ACCTUST BRPEEEE . i 215,064 205,153
Drafiermesd oaae CrEdMs . covuuiaisiasisiasansasavassanans T 135
Incams tames payals . ..cosiiiiiiiiiiaiaiiiati i ianana 2,450 55,587
Tiotal cument IABIES . . ..o i 491,554 428212
Drefemad INCOME LaRas . c oo arasarassasasassanasannanana 38495 50,032
Drefemed leass credits . .o..o.. .. 181,225 177,823
Ctherliablitles ..ol 73,228 60,208
Tital kong-term labdities. ..o BT 288253
Shanshokders’ squity
Class A common stock—3.01 par vale: 150,000,000 shares

authorzed and 103,300,000 shares lssusd at January 28, 2006

ard Jenuary 29, 2005, respactively . . 1,033 1,023
Pald-in cagpital . 161,676 140,251
F!Etflnal:lana.mnga seassasasnasaas 1,307,091 1,076,023
Accumulatsd mamﬂmwalnma savaravaas (796 —
Dieferrad compsnsation . . . . 26,206 15,045
Tressury slock, atm'erﬁga cogt 15,573,768 and 17,262,843

sharnes EltJal‘l.lEI"_,- 28, 2006 and Janu&.r} 28, 2005,

respadivaly. . (550, 795) (583,028

'I'l:l'talaha.rarddem’aqult} 25 N7 620,326
Tirtal liabiitles ard sharsholders’ squity. .. .o oooavn e o ¥1,788,T18 1,388,781

Continued next page
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6. continued

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).

Mt sakes growth, . 7AW
G‘u&apmﬂtn‘a{gln BE.5%
Btares and Dlstnt-l.m:.naapmaa Met sales . e iiiiiaaiiins FEOH
Marksting, gmemlammmnmmammaawmm 11.3%
Cther pSrating INcoms, netMet saks | —0.2%
DepreciatonPior year property snd aq.llpmant. net . e 18.1%
Provizion for Incoms taxesncams I:-a-fn:\ralrp:-:-metma:a ananas T2
|I'I1.'EI'E$t|I'Il:!:I'I'IEiI'|ﬁ I'Il:ll:flﬂ'll;a
B T T £6.53
ot of goods SoldVEar-and IVEMLOTES. ... ovveeririeeeieein. 257
CoEt of goods old,vear-2nd accounts payable . ... ..., 10,78
Mt salesfaar-and property end squipment, nat .. ..., 3dz2
Mt SASEARar-Snd BCTrUS exXpansss. . e 12,85
Incore Taes p&._.-"‘:'ﬂ& Provdzlon Tor ncome taxes, | T 48.2%
Dividends . PP 1= =3 -

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

$146,780,000
$455,686,000
$603,997,000
$ 52,218,000

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

Balance Ghest
& millons, except par share amaunts) Fabruary 25, 2006 February 26, 2005

Assets
Cazh and cash equivalents ... ...o..oieiieeeiaa.... B BB § 354
Bhort-Tarm IMvestments .. . .oouoeeeeoieineeseeaaa... 3051 2,004
FIECEIVEDIEE . .o v ottt it e e et et e e et 505 ars
MEChandise MVENTones . . ......ooooeeeeeeaeea... .. 3,338 2,851
ORI CUITETE BEBSER. . .. oot ee et i eaeineanias o a0m Az
Total CUITSME ASSME .. ... oioeteeeiiiaiiieeeceaies..  TABS 8,003
Property and squipment
Land arcd BUITIMEER . oo oveaeee et isanaeianaanas s 580 506
Leasahold IMprovemants . . e iiiiiiiieieoo. 1325 1,138
Fletures and squipment | .. Ceeiiiiiiie..  2.ED8 2,458
Pmpart:.runda'materarﬂcaprtﬂlaaae............. ) £l
4835 41
Less accurrulatsd deprachbion .. .. ...oeeeaia..., .. 2124 1,728
Met propsrty and equipment. . e iiaieiiiie. B2T2 2,454
Goodwill . sa7 s1a
TEBRMAMIE . . .o\ oot e et e e et 44 a0
LOMG-TEITI MWESITIS . oooveee it is e ananias s & 148
CAFEF BBEEEE L L .4 o\ is it et e e e 348 238
TOAE BEBETEL . ... o\ s i ee e, 11,864 #10,284

Llablittles and shareholders’ equity

Acoounts payable. . I < < § 2,524

Unre-:la-ame-ugn::ardlablltm L] 410

Aceiued compensation and relatad eupmm . 3 34

Accrued BbIMed. ..o iuvuuiavuavausassannanansa 878 Sd4
-
72

E

ACCIUST INCOIMSTEMEE . &« vuvwwiar s vaussssanuanansa T3 3
CUTEt prton of Kng-tarm aetet ..o e s 412
Total current lBblItes. ... oo i e 8,053 4959
Long-term BabiBkes .o oo vveiiiaiiiisiiasisiaanaiis v 358
Long-term el .. covvariasaasanasaasassasaanasis 178 528
Bharshoiders’ sty
Prfamad stock, $1.00 par value: Authorzed—400,000
shares; lssued and outstanding-nons. . ‘s — —
Cormmen stock, $.10 par valus: J’luﬂ'm—‘l I:-IIII:-n
shares; lzsuad and outstanding—a455, 088,000
and 482,512,000 sharee, reepectivaly, ..o ooveaian 4 5]
Adatioral pekhn CeptaE .. G432 938
Ratalnad earmings. . s 4.3
AczLmulabe] -:lmal'l:!l:-mprel'ﬂ'ﬂwna hmma ‘una 261 142

Tokal sharsholders equiby. .. .o iiiiiiaaian s 5,257 4,449
Total laklities and sharsholders’ egquity. . . ..o #1864 0,284

E
L)
T
ey
£h

Continued next page
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7. continued

Incoma Statement February 25,  February 26, February 28,
Flscal years ended & milllens) 2004 2005 2004
Ravenue . asaasansasaasannanaasannas s OSEE £27.433 24,545
Dmtmgmdamld casansassasussans Byl ZE 20,8338 18,677
Gross profit. . 7.ore8 6495 5,671
Saling, gma‘almdadmlnlatr&lhee‘npansea . 6,082 5,053 4,587
Cperating Incomes. . R -1 ) 1,442 1,304
Mat|nteraat|nmma.:a:panaa 77 i )
Earmings from continuing -:-pa-enjnns before

Inezame taw sxpenss . 1.721 1.443 1,298
Imnmetﬂ:-:a:-:pan:a-a....................... 581 509 498
Earninge from contnuing opsrations. . . ....... 1,140 oad 800
Lo Trom dicortnusd operations, net of tw. . . — — 29
Gan (oss) on deposal of dlscontinusd

oparations, net of T8 ... .ou e —_ 50 (55
Met earmiNgs. oo cuviue s isusvansanassass § 1,140 ¥ 054 ¥ 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).

Reavenue growth . .
G0 proft man;n

Seling, general and adminlstrative sxpansssRavanues. .
Cspraciation (ncluded In BG4 StpsnesyPrior year net |:vn:part',- arel eq.llpment

Irezome tep sxpenss’Eamings from continuing sesrations Deio Noome tamss oo oo

Revenuafaa-end recelvables. .

Cost of goodls soklfearand merchandlzs Invantories.

Coat of goodks soklear-and accounts peyatls |
Revenuafaar-end net propsrty and equipment |

RevenuaRa-end accned compensation and related axpa‘m&a Eru:l :a:n:n.lva-j Ihabllrtl:a:a. caes
Accruad Incoms tames INcomS TS SHPENES . ..o tiuece i ieesiaiassasanaarasaans

Divickncts’Nat samings .

Lo term detod cue In next fiscal year (Fabruary Eﬂ:l"',l

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

a.
b.
c
d

$ 505 million
($ 585) million
($ 837) million
$1,928 million

12.4%
25.0%
18.7%
18.5%
23.8%
G0, 85
8.8
7S
11,38
25.04
121.0%
13.2%
F15
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8. Following are Cooper Company’s sales, net operating profit after tax (NOPAT), and net operating
assets (NOA) for its year ended December 31, 2013 ($ millions).

SAIES ..t $38,826
Net operating profit after tax (NOPAT) .............. 8,333
Net operating assets (NOA) ......ccovevvviviieeinnns 21,694

Forecast Cooper’'s NOPAT for years 2014 and 2015 using the following assumptions:

Sales growth Per Year .........c.oeviiiiiiie i 13.50%
Net operating profit margin (NOPM) .........cccoiiiiiiiiiiii i 21.46%
Net operating asset turnover (NOAT), based on NOA at

December 1, 2013 ... 1.79

2014: $9,457 million 2015: $10,734 million
2014: $9,458 million 2015: $11,396 million
2014: $10,121 million 2015: $12,293 million
2014: $8,732 million 2015: $9,319 million

oo

9. Following are Tribeca Inc.’s sales, net operating profit after tax (NOPAT), and net operating assets
(NOA) for its fiscal year ended May 31, 2013 ($ millions).

SAIES .eniitii e $14,380
Net operating profit after tax (NOPAT) .............. 3,333
Net operating assets (NOA) .......cooeeiiiieiieinnnns 13,301

Forecast Tribeca's NOA for fiscal years 2014 and 2015 using the following assumptions:

Sales GroWth PEI YEAN ....vi it e e e 21.90%
Net operating profit margin (NOPM) .........ooiiiiie i e e e 23.18%
Net operating asset turnover (NOAT), based on NOA at May 31, 2013 ...... 1.08

2014: $24,001 million 2015: $26,532 million
2014: $16,231 million 2015: $19,785 million
2014: $17,529 million 2015: $21,368 million
2014: $14,371 million 2015: $10,347 million

oo o
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