Module 13 — Financial Statement Analysis & Valuation, 4™ Edition by Easton, McAnally, Sommers
& Zhang

Practice Quiz

1. Penn Company reports net operating profit after tax (NOPAT) of $3,306 million in 2013. Its net
operating assets at the beginning of 2013 are $10,215 million and are $11,137 million at the end of
2013. What are Penn’s free cash flows to the firm (FCFF) for 20137

$3,305 million
$2,441 million
$2,384 million
$5,176 million

Qoo

2. Following are forecasts of Value-Mart Corporation’s sales, net operating profit after tax (NOPAT), and
net operating assets (NOA) as of January 31, 2013.

Horizon Period

(in Reported Terminal
millions) 2013 2014 2015 2016 2017 Period

Sales $51,271 $57,526 $64,544 $72,418 $81,253 $82,878
NOPAT 2,694 2,876 3,227 3,621 4,063 4,144
NOA 22,429 25,121 28,185 31,624 35,482 36,191

Assuming a terminal period growth rate of 2%, discount rate (WACC) of 7%, shares outstanding of
874.1 million, and net nonoperating obligations (NNO) of $8,224 million, estimate the value of a share
of Value-Mart common stock using the discounted cash flow (DCF) model as of January 31, 2013.

a. $41.50
b. $43.21
c. $47.45
d. $51.26

3. Following are forecasts of sales, net operating profit after tax (NOPAT), and net operating assets
(NOA) as of December 31, 2013 for Stellar Stores, Inc.

Horizon Period

(in Reported Terminal
millions) 2013 2014 2015 2016 2017 Period

Sales $37,006 $44,777 $54,180 $65,558 $79,325 $80,912
NOPAT 1,292 1,563 1,891 2,288 2,768 2,824
NOA 10,007 102 14,643 17,718 21,439 21,868

Assuming a terminal period growth rate of 2%, a discount rate (WACC) of 8%, common shares
outstanding of 814.3 million, and net nonoperating obligations (NNO) of $1,676 million, estimate the
value of a share of Stellar common stock using the discounted cash flow (DCF) model as of
December 31, 2013.

$23.59
$32.95
$25.23
$31.06

aoow
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4. Following is the income statement for 3M Company.

Income Statement

Year Ended December 31 (millons) 20085 2004 2009
RPN - K 1-7. $20,011 $18,232
Cpsraling expenses

e e T 1 U [ - -3 0,088 8,285
Balling, general and adminktrative expenses ... ....... 4,535 4,281 3,994
Resasrch, development andl related expenses .. ....... 1,242 1,184 1,147
A BEPEMSE . ..ot iiiisiinianasianaaiasaaans — — =5
1L DRI [ |- 15,433 14,519
OPRratng IMCOMIE. . .. o ovt et aie i caieaieeiaesaena., 5,008 4,578 3,713
Irterecst experee and Incoms

T o a2 £ 84
T {54) 48 (28
TOBAL © .ottt e e e 26 3 56
Inzorme bfore Incoime tewss, miratty Intensst

and cumulative effect of accounting change . ... ....... 4,083 4,585 3,857
Proviion Tor NGome LEMSE. .. ..o iiieiieeeeeeoaa.. 1,604 1,503 1,202
T o 55 62 52
Irzome siore cumukatve affect of B:I:FI:'JI'I'UI'I; -:hanga sana 3,234 2,880 2,402
Cumulstive effect of accounting change .. ... .. (45 — —
R R 1 § 2,000 § 2403

Compute net operating profit after tax (NOPAT) for 2005, assuming a federal and state statutory tax
rate of 36.3%. (Hint: Other expense is an operating item for 3M.)

$3,315 million
$3,306 million
$5,009 million
$3,289 million

Qoo
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5. Following are the income statement and balance sheet for Intel Corporation.

Incoms Statemeant
Year Ended Dacember 31 (In milllons)

Eroes mangin |

Hemchmddeuempment
Marksting, ganara]andadmlriat‘aﬂ.re................

Impairent of goodedll. .

Amortzation and |I'|1|:'EII'I'|1EII'|T of -&.qu.llﬂﬂi:ﬂ-

reated Intangides and costs .

Pumhaﬁlnﬁmmamhwambm.. e
B T L = -

Dperating Income. .
Lossas on ecpity a-a-:unue:e: nat

Imterest and other, Net .« occovi i iiiaasaciaiaaianaas

Balancs Shest
Dacembar 31 {In milkens, except par valua)

338,826
15777

F34. 200
14,463

20,141
13,047

23,048
5145
5,686

126

18,745
4,778
4,852

178

17,084
4,360
4,278

817

3
5

10858

wel1s

9,561

12,080
i5)
565

10,130
e
269

7.5
283
182

12,810
3846

10417
2801

7442
1,801

3 8564

E R =]

¥ 56841

2004

Assets

Coashand cash eguvakens . oo oo s iiiasiisiassanansasaasas
Bhort-tamm Investmermhs . ... cocvuiu i iuraaiinsasasnassanaasas

Tracing esasta

Acoonts receivalie, net of alkzaancs for doubtiul

ACCOUNTE OF $54 HA3 N 2004) .. ooi ot ie e aens
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¥ 724
3280
1458

3914
31268
1.148

233

21,184

£ 8407
54554
311

2800

2821
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5.

continued

Balancs Ehaat
Decamber 31 in milllons, sxcept par value) 2005 2004
Froparty, plant and sqUIpmEnt, et .. ..o e iiiiiieiiie i 17,11 15,768
Merk=table stratagh: equity sscurties . ... oo i i i i i 537 a5g
CAhar keng-termn InvestmemdE . oL i i 4,135 2,583
Goohalll . 3,873 a, e
Cefemad tass and other assats | 1,464 1,372
Liablitles and stockholdars' aquity
Bhorterm debt . F 33 ¥ 2
m:::-:-unt:apaw.-a:-l-a 2,249 1,843
Anzned wnp-arﬁaxh:narﬂtuma'rts 2,110 1,858
Acziued ahvertizing . 1,160 aug
Da'a‘re-:lImnmennahlmenta-t-:-dlatntutma-................... a3 g2
Characcrusd llablfles .. ol i i e s s i = L] 1,355
IMCome taes PEYAENS ... v usasvasaasascasaanaasannasaas 1,860 1,163
Total curment Halsiem. .. i s i s e s s 8,234 8,005
Long-tarm deidt « casaasasvassasassanaasasnasaanaasasnasaas 2,105 TS
Cefamadta labdifies. ... o i i i aiasaaaas T 855
Chharkeng-termillabliflea. . oo i i i ra &2 —
Etockhoklers’ squity
Prefemad stock, $0.001 Fﬂ'x'&]LE,EIImErEE aut ozt

e Bl L.l _ _
Common stock, $0.009 p-arvelura. 10,000 arares authoized;

5,919 ls=ued and -:uut:atﬂ'u:llng (E-.EES in El:n:uijanj capial

In excess of par valus. . 8,245 a8, 143
Acjulsition-relatec unearmed stock mp-anaaxll:n Ceeas — i)
nmumumdnmercumﬂa'mﬂ'mlnm..................... 127 152
L o 1 .= - [ 2,268
Total stockholders’ squity . ... iiie i iaeaa. 35,182 38,579
Ttal Babiitles and stockhokders squity. ... ooc oo viiniiii v 38314 g48,143

Compute Intel's net operating assets (NOA) for year-end 2005.

oo

$33,008 million
$30,978 million
$29,107 million
$21,694 million
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