(a) Select two competing companies (publicly traded) to analyze for the most recent year financial data is available.
(b) Compute the following liquidity ratios for each of the companies, and comment on the relative liquidity of the two competitors.

i) Current ratio.

ii) Receivables turnover.

iii) Average collection period.

iv) Inventory turnover.

v) Days in inventory.

vi) Current cash debt coverage.

(c)   Compute the following solvency ratio for each of the companies, and comment on   the          relative solvency of the two competitors.
i)     Debt to total assists ratio.

ii) Times interest earned.

iii)  Cash debt coverage ratio.
iv) Free cash flow.

(d) Compute the following profitability ratios for each of the companies, and comment on the relative profitability of the two competitors.
i)     Profit margin.

ii) Asset turnover.
iii) Return on assets.

iv) Return on common stockholders’ equity.

(e) Which of the two companies would you prefer to invest in? Why, and under what circumstances? Explain. 
Income statement: Quarterly Financials for Delta Air Lines, Incorporated

All amounts in millions of USD except per share amounts. 

	
	Q4
	Q3
	Q2
	Q1

	
	12/2008
	09/2008
	06/2008
	03/2008

	Operating Activities

	Operating Revenue
	6713
	5719
	5499
	4766

	Total Revenue
	- 
	- 
	- 
	- 

	Adjustment to Revenue
	0
	0
	0
	0

	Cost of Sales
	4125
	4077
	3841
	3511

	Cost of Sales with Depreciation
	5017
	3784
	3539
	3214

	Gross Margin
	- 
	- 
	- 
	- 

	Gross Operating Profit
	2588
	1642
	1658
	1255

	R&D
	- 
	- 
	- 
	- 

	SG&A 
	1432
	1487
	1445
	1400

	Advertising
	- 
	- 
	- 
	- 

	Operating Profit
	- 
	- 
	- 
	- 

	Operating Profit before Depreciation (EBITDA)
	1156
	155
	213
	-145

	Depreciation
	1266
	0
	0
	0

	Depreciation Unreconciled
	374
	293
	302
	297

	Amortization
	- 
	- 
	- 
	- 

	Amortization of Intangibles
	- 
	- 
	- 
	- 

	Operating Income After Depreciation
	-110
	155
	213
	-145

	Interest Income
	19
	21
	25
	27

	Earnings from Equity Interest
	- 
	- 
	- 
	- 

	Other Income, Net
	-83
	-62
	40
	-9

	Income Acquired in Process R&D
	- 
	- 
	- 
	- 

	Interest Restructuring and M&A
	- 
	- 
	- 
	- 

	Other Special Charges
	-987
	-24
	-1300
	-6116

	Total Income Avail for Interest Expense (EBIT)
	-1161
	90
	-1022
	-6243

	Interest Expense
	277
	140
	141
	147

	Income Before Tax (EBT)
	-1438
	-50
	-1163
	-6390

	Income Taxes
	0
	0
	-119
	0

	Minority Interest
	0
	0
	0
	0

	Preferred Securities of Subsidiary Trust
	- 
	- 
	- 
	- 

	Net Income from Continuing Operations
	-1438
	-50
	-1044
	-6390

	Net Income from Discontinued Ops.
	0
	0
	0
	0

	Net Income from Total Operations
	-1438
	-50
	-1044
	-6390

	Extraordinary Income/Losses
	0
	0
	0
	0

	Income from Cum. Effect of Acct Chg
	0
	0
	0
	0

	Income from Tax Loss Carryforward
	0
	0
	0
	0

	Other Gains (Losses)
	0
	0
	0
	0

	Total Net Income
	-1438
	-50
	-1044
	-6390

	Normalized Income
	-451
	-26
	256
	-274

	Net Income Available for Common
	-1438
	-50
	-1044
	-6390

	Preferred Dividends
	0
	0
	0
	0

	Excise Taxes
	- 
	- 
	- 
	- 

	Per Share Data

	Basic EPS from Continuing Ops.
	-0.17
	-0.13
	-2.64
	-16.15

	Basic EPS from Discontinued Ops.
	0
	0
	0
	0

	Basic EPS from Total Operations
	-0.17
	-0.13
	-2.64
	-16.15

	Basic EPS from Extraordinary Inc.
	0
	0
	0
	0

	Basic EPS from Cum Effect of Accounting Chg
	0
	0
	0
	0

	Basic EPS from Other Gains (Losses)
	0
	0
	0
	0

	Basic EPS Total
	-0.17
	-0.13
	-2.64
	-16.15

	Basic Normalized Net Income/Share
	-0.05
	-0.07
	0.65
	-0.69

	Diluted EPS from Continuing Ops.
	-0.17
	-0.13
	-2.64
	-16.15

	Diluted EPS from Discontinued Ops.
	0
	0
	0
	0

	Diluted EPS from Total Operations
	-0.17
	-0.13
	-2.64
	-16.15

	Diluted EPS from Extraordinary Inc.
	0
	0
	0
	0

	Diluted EPS from Cum Effect of Accounting Chg
	0
	0
	0
	0

	Diluted EPS from Other Gains (Losses)
	0
	0
	0
	0

	Diluted EPS Total
	-0.17
	-0.13
	-2.64
	-16.15

	Diluted Normalized Net Income/Share
	-0.05
	-0.07
	0.65
	-0.69

	Dividends Paid per Share
	0
	0
	0
	0

	Additional Data

	Basic Weighted Shares Outstanding
	
	
	
	

	Diluted Weighted Shares Outstanding
	4680
	3957
	3957
	3956
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Balance Sheet: Quarterly Financials for Delta Air Lines, Incorporated

All amounts in millions of USD except per share amounts. 

	
	Q4 
	Q3 
	Q2 
	Q1 

	
	12/2008
	09/2008
	06/2008
	03/2008

	Assets

	Cash and Equivalents
	4255
	2160
	3239
	2492

	Restricted Cash
	- 
	- 
	- 
	- 

	Marketable Securities
	212
	921
	103
	103

	Accounts Receivable
	- 
	- 
	- 
	- 

	Loans Receivable
	- 
	- 
	- 
	- 

	Other Receivable
	- 
	- 
	- 
	- 

	Receivables
	2582
	1240
	1418
	1325

	Raw Materials
	- 
	- 
	- 
	- 

	Work In Progress
	- 
	- 
	- 
	- 

	Purchased Components
	- 
	- 
	- 
	- 

	Finished Goods
	- 
	- 
	- 
	- 

	Other Inventories
	- 
	- 
	- 
	- 

	Inventories -Adj Allowances
	- 
	- 
	- 
	- 

	Inventories
	388
	243
	225
	263

	Prepaid Expenses
	- 
	- 
	- 
	- 

	Current Deferred Income Taxes
	401
	99
	196
	154

	Other Current Assets
	1066
	825
	1986
	992

	Total Current Assets
	8904
	5488
	7167
	5329

	Gross Fixed Assets (Plant, Prop. & Equip.)
	22185
	13329
	13053
	12781

	Accumulated Depreciation & Depletion
	1558
	1269
	1054
	836

	Net Fixed Assets
	20627
	12060
	11999
	11945

	Intangibles
	14675
	7459
	7511
	8761

	Cost in Excess
	- 
	- 
	- 
	- 

	Non-Current Deferred Income Taxes
	- 
	- 
	- 
	- 

	Other Non-Current Assets
	808
	591
	974
	720

	Total Non Current Assets
	36110
	20110
	20484
	21426

	Total Assets
	45014
	25598
	27651
	26755

	Liabilities

	Accounts Payable
	1604
	347
	347
	322

	Notes Payable
	- 
	- 
	- 
	- 

	Short Term Debt
	1160
	865
	796
	732

	Accrued Expenses
	- 
	- 
	- 
	- 

	Accrued Liabilities
	- 
	- 
	- 
	- 

	Deferred Revenues
	- 
	- 
	- 
	- 

	Current Deferred Income Taxes
	- 
	- 
	- 
	- 

	Other Current Liabilities
	8258
	5576
	6989
	5617

	Total Current Liabilities
	11022
	6788
	8132
	6671

	Long Term Debt
	15411
	9274
	8338
	8387

	Capital Lease Obligations
	- 
	- 
	- 
	- 

	Deferred Income Taxes
	1981
	714
	811
	881

	Other Non-Current Liabilities
	15726
	6431
	6649
	6865

	Minority Interest
	0
	0
	0
	0

	Preferred Securities of Subsidiary Trust
	- 
	- 
	- 
	- 

	Preferred Equity outside Stock Equity
	- 
	- 
	- 
	- 

	Total Non-Current Liabilities
	33118
	16419
	15798
	16133

	Total Liabilities
	44140
	23207
	23930
	22804

	Stockholder's Equity

	Preferred Stock Equity
	0
	0
	0
	0

	Common Stock Equity
	874
	2391
	3721
	3951

	Common Par
	0
	0
	0
	0

	Additional Paid In Capital
	13714
	9561
	9541
	9528

	Cumulative Translation Adjustment
	0
	0
	0
	0

	Retained Earnings
	-8608
	-7170
	-7120
	-6076

	Treasury Stock
	-152
	-152
	-151
	-151

	Other Equity Adjustments
	-4080
	152
	1451
	650

	Total Equity
	874
	2391
	3721
	3951

	Total Capitalization
	16285
	11665
	12059
	12338

	Total Liabilities & Stock Equity
	45014
	25598
	27651
	26755

	Additional Data

	Cash Flow
	-7656
	-6776
	-6506
	-5298

	Working Capital
	-2118
	-1300
	-965
	-1342

	Free Cash Flow
	-788
	-934
	366
	-303

	Invested Capital
	16285
	11665
	12059
	12338

	Share Data

	Shares Outstanding Common Class Only
	698.137
	308.542158
	303.892307
	292.169861

	Preferred Shares
	0
	0
	0
	0

	Total Ordinary Shares
	0
	0
	0
	0

	Total Common Shares Outstanding
	698.137
	308.542158
	303.892307
	292.169861

	Treasury Shares
	7.549
	7.517662
	7.429078
	7.390072
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Cash Flow: Quarterly Financials for Delta Air Lines, Incorporated

All amounts in millions of USD except per share amounts. 

	
	Q4 
	Q3 
	Q2 
	Q1 

	
	12/2008
	09/2008
	06/2008
	03/2008

	Operating Activities

	Net Income (Loss)
	-8922
	-7484
	-7434
	-6390

	Depreciation
	- 
	- 
	- 
	- 

	Amortization
	- 
	- 
	- 
	- 

	Amortization of Intangibles
	- 
	- 
	- 
	- 

	Deferred Income Taxes
	-119
	0
	0
	0

	Operating (Gains) Losses
	614
	0
	0
	0

	Extraordinary (Gains) Losses
	0
	0
	0
	0

	(Increase) Decrease in Receivables
	-416
	0
	0
	0

	(Increase) Decrease in Inventories
	0
	0
	0
	0

	(Increase) Decrease in Prepaid Expenses
	0
	0
	0
	0

	(Increase) Decrease in Other Current Assets
	356
	0
	0
	0

	(Increase) Decrease in Payables
	-1073
	0
	0
	0

	(Increase) Decrease in Other Curr Liabs.
	-444
	0
	0
	0

	(Increase) Decrease in Other Working Capital
	-18
	7766
	0
	0

	Other Non-Cash Items
	7049
	0
	8706
	6673

	Net Cash from Continuing Operations
	-1707
	282
	1272
	283

	Net Cash from Discontinued Operations
	0
	0
	0
	0

	Net Cash from Operating Activities
	-1707
	282
	1272
	283

	Investing Activities

	Sale of Property, Plant, Equipment
	154
	110
	83
	25

	Sale of Long Term Investments
	- 
	- 
	- 
	- 

	Sale of Short Term Investments
	0
	0
	0
	0

	Purchase of Property, Plant, Equipment
	-1522
	-1216
	-906
	-586

	Acquisitions
	2441
	0
	0
	0

	Purchase of Long Term Investments
	- 
	- 
	- 
	- 

	Purchase of Short Term Investments
	-92
	-818
	0
	0

	Other Investing Changes Net
	617
	9
	14
	11

	Cash from Disc. Investing Activities
	- 
	- 
	- 
	- 

	Net Cash from Investing Activities
	1598
	-1915
	-809
	-550

	Financing Activities

	Issuance of Debt
	2132
	2014
	848
	733

	Issuance of Capital Stock
	192
	0
	0
	0

	Repayment of Debt
	-1596
	-857
	-712
	-615

	Repurchase of Capital Stock
	0
	0
	0
	0

	Payment of Cash Dividends
	0
	0
	0
	0

	Other Financing Charges, Net
	988
	-12
	-8
	-7

	Cash from Disc. Financing Activities
	- 
	- 
	- 
	- 

	Net Cash from Financing Activities
	1716
	1145
	128
	111

	Effect of Exchange Rate Changes
	0
	0
	0
	0

	Net Change in Cash & Cash Equivalents
	1607
	-488
	591
	-156

	Cash at Beginning of Period
	2648
	2648
	2648
	2648

	Cash at End of Period
	4255
	2160
	3239
	2492
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Income statement: Quarterly Financials for Southwest Airlines Company

All amounts in millions of USD except per share amounts. 

	
	Q4
	Q3
	Q2
	Q1

	
	12/2008
	09/2008
	06/2008
	03/2008

	Operating Activities

	Operating Revenue
	2734
	2891
	2869
	2530

	Total Revenue
	- 
	- 
	- 
	- 

	Adjustment to Revenue
	0
	0
	0
	0

	Cost of Sales
	1677
	1797
	1674
	1500

	Cost of Sales with Depreciation
	1665
	1797
	1677
	1497

	Gross Margin
	- 
	- 
	- 
	- 

	Gross Operating Profit
	1057
	1094
	1195
	1030

	R&D
	- 
	- 
	- 
	- 

	SG&A 
	846
	856
	839
	800

	Advertising
	- 
	- 
	- 
	- 

	Operating Profit
	- 
	- 
	- 
	- 

	Operating Profit before Depreciation (EBITDA)
	211
	238
	356
	230

	Depreciation
	142
	152
	151
	142

	Depreciation Unreconciled
	154
	152
	148
	145

	Amortization
	- 
	- 
	- 
	- 

	Amortization of Intangibles
	- 
	- 
	- 
	- 

	Operating Income After Depreciation
	69
	86
	205
	88

	Interest Income
	8
	7
	5
	7

	Earnings from Equity Interest
	- 
	- 
	- 
	- 

	Other Income, Net
	-130
	-269
	345
	-38

	Income Acquired in Process R&D
	- 
	- 
	- 
	- 

	Interest Restructuring and M&A
	- 
	- 
	- 
	- 

	Other Special Charges
	0
	0
	0
	0

	Total Income Avail for Interest Expense (EBIT)
	-53
	-176
	555
	57

	Interest Expense
	30
	29
	26
	20

	Income Before Tax (EBT)
	-83
	-205
	529
	37

	Income Taxes
	-27
	-85
	208
	3

	Minority Interest
	0
	0
	0
	0

	Preferred Securities of Subsidiary Trust
	- 
	- 
	- 
	- 

	Net Income from Continuing Operations
	-56
	-120
	321
	34

	Net Income from Discontinued Ops.
	0
	0
	0
	0

	Net Income from Total Operations
	-56
	-120
	321
	34

	Extraordinary Income/Losses
	0
	0
	0
	0

	Income from Cum. Effect of Acct Chg
	0
	0
	0
	0

	Income from Tax Loss Carryforward
	0
	0
	0
	0

	Other Gains (Losses)
	0
	0
	0
	0

	Total Net Income
	-56
	-120
	321
	34

	Normalized Income
	-56
	-120
	321
	34

	Net Income Available for Common
	-56
	-120
	321
	34

	Preferred Dividends
	0
	0
	0
	0

	Excise Taxes
	- 
	- 
	- 
	- 

	Per Share Data

	Basic EPS from Continuing Ops.
	-0.08
	-0.16
	0.44
	0.05

	Basic EPS from Discontinued Ops.
	0
	0
	0
	0

	Basic EPS from Total Operations
	-0.08
	-0.16
	0.44
	0.05

	Basic EPS from Extraordinary Inc.
	0
	0
	0
	0

	Basic EPS from Cum Effect of Accounting Chg
	0
	0
	0
	0

	Basic EPS from Other Gains (Losses)
	0
	0
	0
	0

	Basic EPS Total
	-0.08
	-0.16
	0.44
	0.05

	Basic Normalized Net Income/Share
	-0.08
	-0.16
	0.44
	0.05

	Diluted EPS from Continuing Ops.
	-0.08
	-0.16
	0.44
	0.05

	Diluted EPS from Discontinued Ops.
	0
	0
	0
	0

	Diluted EPS from Total Operations
	-0.08
	-0.16
	0.44
	0.05

	Diluted EPS from Extraordinary Inc.
	0
	0
	0
	0

	Diluted EPS from Cum Effect of Accounting Chg
	0
	0
	0
	0

	Diluted EPS from Other Gains (Losses)
	0
	0
	0
	0

	Diluted EPS Total
	-0.08
	-0.16
	0.44
	0.05

	Diluted Normalized Net Income/Share
	-0.08
	-0.16
	0.44
	0.05

	Dividends Paid per Share
	0
	0
	0
	0.01

	Additional Data

	Basic Weighted Shares Outstanding
	
	
	
	

	Diluted Weighted Shares Outstanding
	7390
	7360
	7370
	7340
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Balance Sheet: Quarterly Financials for Southwest Airlines Company

All amounts in millions of USD except per share amounts. 

	
	Q4 
	Q3 
	Q2 
	Q1 

	
	12/2008
	09/2008
	06/2008
	03/2008

	Assets

	Cash and Equivalents
	1368
	2390
	4653
	2982

	Restricted Cash
	- 
	- 
	- 
	- 

	Marketable Securities
	435
	1041
	1185
	140

	Accounts Receivable
	- 
	- 
	- 
	- 

	Loans Receivable
	- 
	- 
	- 
	- 

	Other Receivable
	- 
	- 
	- 
	- 

	Receivables
	209
	385
	447
	350

	Raw Materials
	- 
	- 
	- 
	- 

	Work In Progress
	- 
	- 
	- 
	- 

	Purchased Components
	- 
	- 
	- 
	- 

	Finished Goods
	- 
	- 
	- 
	- 

	Other Inventories
	- 
	- 
	- 
	- 

	Inventories -Adj Allowances
	- 
	- 
	- 
	- 

	Inventories
	203
	286
	301
	265

	Prepaid Expenses
	- 
	- 
	- 
	- 

	Current Deferred Income Taxes
	365
	0
	0
	0

	Other Current Assets
	313
	1199
	2343
	1313

	Total Current Assets
	2893
	5301
	8929
	5050

	Gross Fixed Assets (Plant, Prop. & Equip.)
	15871
	15890
	15721
	15504

	Accumulated Depreciation & Depletion
	4831
	4692
	4551
	4413

	Net Fixed Assets
	11040
	11198
	11170
	11091

	Intangibles
	0
	0
	0
	0

	Cost in Excess
	- 
	- 
	- 
	- 

	Non-Current Deferred Income Taxes
	- 
	- 
	- 
	- 

	Other Non-Current Assets
	375
	1676
	3163
	1890

	Total Non Current Assets
	11415
	12874
	14333
	12981

	Total Assets
	14308
	18175
	23262
	18031

	Liabilities

	Accounts Payable
	668
	701
	903
	787

	Notes Payable
	- 
	- 
	- 
	- 

	Short Term Debt
	163
	72
	71
	40

	Accrued Expenses
	- 
	- 
	- 
	- 

	Accrued Liabilities
	- 
	- 
	- 
	- 

	Deferred Revenues
	- 
	- 
	- 
	- 

	Current Deferred Income Taxes
	- 
	- 
	- 
	- 

	Other Current Liabilities
	1975
	4815
	7400
	4954

	Total Current Liabilities
	2806
	5588
	8374
	5781

	Long Term Debt
	3498
	2580
	2590
	2079

	Capital Lease Obligations
	- 
	- 
	- 
	- 

	Deferred Income Taxes
	1904
	2568
	3193
	2611

	Other Non-Current Liabilities
	1147
	375
	375
	375

	Minority Interest
	0
	0
	0
	0

	Preferred Securities of Subsidiary Trust
	- 
	- 
	- 
	- 

	Preferred Equity outside Stock Equity
	- 
	- 
	- 
	- 

	Total Non-Current Liabilities
	6549
	5523
	6158
	5065

	Total Liabilities
	9355
	11111
	14532
	10846

	Stockholder's Equity

	Preferred Stock Equity
	0
	0
	0
	0

	Common Stock Equity
	4953
	7064
	8730
	7185

	Common Par
	808
	808
	808
	808

	Additional Paid In Capital
	1215
	1221
	1216
	1212

	Cumulative Translation Adjustment
	0
	0
	0
	0

	Retained Earnings
	4919
	4980
	5123
	4811

	Treasury Stock
	-1005
	-1011
	-1116
	-1138

	Other Equity Adjustments
	-984
	1066
	2699
	1492

	Total Equity
	4953
	7064
	8730
	7185

	Total Capitalization
	8451
	9644
	11320
	9264

	Total Liabilities & Stock Equity
	14308
	18175
	23262
	18031

	Additional Data

	Cash Flow
	765
	933
	1191
	1138

	Working Capital
	87
	-287
	555
	-731

	Free Cash Flow
	-2457
	246
	2703
	593

	Invested Capital
	8451
	9644
	11320
	9264

	Share Data

	Shares Outstanding Common Class Only
	739.992572
	733.931937
	733.931937
	731.75781

	Preferred Shares
	0
	0
	0
	0

	Total Ordinary Shares
	0
	0
	0
	0

	Total Common Shares Outstanding
	739.992572
	733.931937
	733.931937
	731.75781

	Treasury Shares
	67.619062
	72.814104
	72.814104
	72.814104
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Cash Flow: Quarterly Financials for Southwest Airlines Company

All amounts in millions of USD except per share amounts. 

	
	Q4 
	Q3 
	Q2 
	Q1 

	
	12/2008
	09/2008
	06/2008
	03/2008

	Operating Activities

	Net Income (Loss)
	178
	234
	355
	34

	Depreciation
	- 
	- 
	- 
	- 

	Amortization
	- 
	- 
	- 
	- 

	Amortization of Intangibles
	- 
	- 
	- 
	- 

	Deferred Income Taxes
	56
	81
	129
	-5

	Operating (Gains) Losses
	0
	0
	-248
	-51

	Extraordinary (Gains) Losses
	0
	0
	0
	0

	(Increase) Decrease in Receivables
	71
	-105
	-167
	-70

	(Increase) Decrease in Inventories
	0
	0
	0
	0

	(Increase) Decrease in Prepaid Expenses
	0
	0
	0
	0

	(Increase) Decrease in Other Current Assets
	-384
	-108
	-208
	26

	(Increase) Decrease in Payables
	-1853
	449
	2768
	616

	(Increase) Decrease in Other Curr Liabs.
	32
	344
	372
	267

	(Increase) Decrease in Other Working Capital
	-226
	-332
	0
	0

	Other Non-Cash Items
	18
	16
	6
	5

	Net Cash from Continuing Operations
	-1521
	1024
	3300
	964

	Net Cash from Discontinued Operations
	0
	0
	0
	0

	Net Cash from Operating Activities
	-1521
	1024
	3300
	964

	Investing Activities

	Sale of Property, Plant, Equipment
	0
	0
	0
	0

	Sale of Long Term Investments
	- 
	- 
	- 
	- 

	Sale of Short Term Investments
	5831
	3570
	2645
	1459

	Purchase of Property, Plant, Equipment
	-923
	-765
	-587
	-364

	Acquisitions
	0
	0
	0
	0

	Purchase of Long Term Investments
	- 
	- 
	- 
	- 

	Purchase of Short Term Investments
	-5886
	-4241
	-3447
	-1221

	Other Investing Changes Net
	0
	0
	0
	0

	Cash from Disc. Investing Activities
	- 
	- 
	- 
	- 

	Net Cash from Investing Activities
	-978
	-1436
	-1389
	-126

	Financing Activities

	Issuance of Debt
	1491
	600
	600
	0

	Issuance of Capital Stock
	117
	113
	27
	11

	Repayment of Debt
	-55
	-41
	-25
	-19

	Repurchase of Capital Stock
	-54
	-54
	-54
	-54

	Payment of Cash Dividends
	-13
	-13
	-10
	-7

	Other Financing Charges, Net
	168
	-16
	-9
	0

	Cash from Disc. Financing Activities
	- 
	- 
	- 
	- 

	Net Cash from Financing Activities
	1654
	589
	529
	-69

	Effect of Exchange Rate Changes
	0
	0
	0
	0

	Net Change in Cash & Cash Equivalents
	-845
	177
	2440
	769

	Cash at Beginning of Period
	2213
	2213
	2213
	2213

	Cash at End of Period
	1368
	2390
	4653
	2982
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