Week 3 Text Exercises and Problems
Chapter 2 (Week 1 Reading): Exercise 2.2 and 2.3 on pp. 72-73
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Chapter 5 (Week 1 Reading): Exercise 5.2 on pp. 204-205
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TUTORS FOR RENT, INC.

Adjusted Trial Balance
December 31, 2002

Cash ...

‘Accounts receivable

Supplies

Equipment 2 12,000

Accumulated depreciation: equipment .

Accounts payable -

Income taxes payable

Capital stock -

Retained earnings .

Dividends 2,000

Tutoring revenue earned .

Salary expense 52,000

‘Supply expense 1200

Advertising expense. 2 00

Depreciation expense: equipment . . 1,000

Income taxes expense . . 11,600
§176,000

§ 5000
1500
3500

25,000
45,000

96,000

§176.000

31,2002, Also prepare the company’s balance sheet dated December 31, 2002.
Does the company appear to be liquid? Defend your answer.
Has the company been profitable in the past? Explain.

Prepare an income statement and statement of retained earnings for the year ended December




Chapter 17 (Week 2 Reading): Quiz Problems 1, 2, 3, 4, 5, and 6 on page 471-472
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INCOME STATEMENT
(figures in millions of dollars)

Net sdles 13,193
Cost of goods sold 4,060
Other expenses 4040
Depreciation

Earmings before Interest and taxes (EBIT) 2,566
Interest expenses 685
Income before tax 1,881
Taxes 570
Net income 131

Dividends 856




[image: image6.png]Partsix Anancial Planning

BALANCE SHEET
(tigures in millions of dollars)

Assets.
‘Cash and marketable securities
Recelvables
Inventories
Other current assets

Total current assets
Net property, plant, and equipment
Other long-term assets

Total assets.

Liabilties and shareholders’ equity
Payables
‘Short-term debt
Other current liabifties

Total current libilties
Long-term debt and leases
Other long-term liabliies
‘Sharenolders’ equity
Total libilties and sharsholders’ equity

Caleulte the following financial ratios:
a. Long-term deb ratio
b. Total deb ratio
. Times interest earned.
d. Cash coverage ratio
e. Current ratio
£. Quick atio
& Operating profit margin
b, Inventory turnover
. Days in inventory.
j. Average collection period.
k. Retum on equity.
1. Retum on assets
m. Payout ratio

End of Year

89
2082
187
867
3525
10073
4216
27,714

2,564
1419
811
4704
7,018
6,178
o724
27,714

Start of Year

158
2,490
238
032
3618
10915
3770
27,508

3,040
1,573
787
5,400
6,633
6,149
o121
27,508





[image: image7.png](. What was Phone Corp.’s gross investment in plant and other equipment?




[image: image8.png]3. Market Value Ratios. If the market value of Phone Corp. stock was $17.2 billion at the end of
the year, what was the market-to-book ratio? If there were 205 million shares outstanding, what
were camings per share? The price-earnings ratio?




[image: image9.png]4. Common-Size Balance Sheet. Prepare a common-size balance sheet for Phone Corp. using its.
‘balance sheet from problem 1




[image: image10.png]Du Pont Analysi
ating profit margin,

Use the data for Phone Corp. to confirm that ROA = asset tumover x oper-




[image: image11.png]6. Du Pont Analysis. Use the data for Phone Corp. from problem 1 to
a. calculate the ROE for Phone Corp.
b. demonstrate that ROE = leverage ratio x asset turnover raio  operating profit margin x debt
‘burden.





