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Financial Forecasting Exercises

1) You have the following historical financial statements and forecast assumptions for your company:
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a) Prepare the 2017 forecast income statement.
b) Prepare the 2017 forecast balance sheet.






2) You have the following historical financial statements and forecast assumptions for your company:
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a) Prepare the 2017 forecast income statement.
b) Prepare the 2017 forecast balance sheet.
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Income Statement 2016 Balance Sheet 2016

Sales 9,800 $         Cash 820 $           

Cost of sales 6,660 $         Accounts receivable 1,100 $        

Gross profit 3,140 $         Inventory 720 $           

SGA expense 1,460 $         Total current assets 2,640 $        

Depreciation expense 140 $            Fixed assets, net 5,940 $        

EBIT 1,540 $         Total assets 8,580 $        

Interest expense 220 $           

EBT 1,320 $         Accounts payable 210 $           

Taxes 510 $            Short term notes payable 800 $           

Net income 810 $            Total current liabilities 1,010 $        

Long term notes payable 2,100 $        

Dividends 400 $            Common stock 2,500 $        

Annual sales growth 8.0% Retained earnings 2,970 $        

Fixed asset utilization 80% Total liabilities and equity 8,580 $        

Company policy

New debt - $            

New equity - $            

Dividend payout ratio

increase 10%
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Income Statement 2016 Balance Sheet 2016

Sales 29,400 $      Cash 2,800 $        

Cost of sales 17,800 $      Accounts receivable 3,650 $        

Gross profit 11,600 $      Inventory 2,890 $        

SGA expense 5,600 $         Total current assets 9,340 $        

Depreciation expense 1,200 $         Fixed assets, net 5,940 $        

EBIT 4,800 $         Total assets 15,280 $     

Interest expense 620 $           

EBT 4,180 $         Accounts payable 2,200 $        

Taxes 1,420 $         Short term notes payable 800 $           

Net income 2,760 $         Total current liabilities 3,000 $        

Long term notes payable 2,100 $        

Common stock (4,500 shares)

4,500 $        

Retained earnings 5,680 $        

Total liabilities and equity 15,280 $     
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Assumptions

Annual sales growth 16%

COGS as % of sales 58%

SGA expense as % of sales 21%

Depreciation as % end fixed A

20%

Interest rate, short term notes

15%

  (use beginning balance)

Interest rate, long term notes

22%

  (use ending balance)

Income tax rate 36%

Days sales in cash 32                 

Days sales in receivables 40                 

Days COGS in inventory 50                 

Fixed assets as % of sales 18%

Days COGS in payables 40                 

Long term notes change (400) $          

Common stock change - $            

Dividends per share 0.32 $          


