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LIQUIDITY 14 out of 100
Generally, what is the company's ability to meet ob  ligations as they come due?

Operating Cash Flow Results

The company has negative cash flow from operations and poor profitability for the period, which takes into
account both major Balance Sheet and Income Statement transactions. Given overall liquidity conditions,
as will be discussed below, it seems like the company may have some real difficulty for the period. It may
be necessary to more effectively manage both the Income Statement (by increasing revenue and
decreasing costs) and the Balance Sheet (by reducing current asset accounts and keeping current
liabilities in line).

General Liquidity Conditions

As was the case last period, liquidity still seems quite weak . In fact, the company is almost in the same
position as last period. What does it mean to have a "weak" liquidity position? It typically means that there
may not be enough total current assets relative to current obligations. It also means specifically that the
cash account seems weak. More cash may be required in the company to support operations over the
long run. For example, you will notice in the graph area of the report that the two major liquidity
barometers have not changed much and are quite low. While we cannot predict the future (all financial
analysis has this limitation), we can estimate that it may be difficult for the company to meet obligations
over the long run in this condition.

The other area to note here is that the company was unprofitable this period, as we will discuss in the next
section. Companies rely on strong and stable earnings to "fund” current asset accounts over time. In
other words, it may be hard to boost liquidity if the company continues to generate net losses. Profits fund
current accounts, which fund cash accounts, which pay bills.

It would also be important to look at certain specific items more closely. In particular, notice the
company's high inventory days and high accounts payable days ratios. Inventory days is a rough gauge
of how long it is taking to convert or sell inventory. Creditors typically do not like high values for accounts
payable days since it implies that a company may have some difficulty paying bills. Over time, it would be
positive to see the company float these two metrics down to improve overall liquidity health.

Current Ratio
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PROFITS & PROFIT MARGIN 20 out of 100

Are profitability trends favorable in the company?

The issue in this area is that the net profit margin is low. This means that the company is not pulling
enough net profitability  from the sales that it is generating.

More importantly, both net margins and net profitability have fallen from last period. It looks like the
company spent more on operating costs this period than it did last period. Normally, this might be
acceptable if sales rose significantly. It is expected that costs will rise over time; this is certainly the case
when sales rise. However, since sales stayed relatively flat and net profitability is generally weak, the
company should be careful about increasing expenses at this point. In short, it is critical to manage
expenses very well if sales remain flat in the future. Currently, net profitability is even weak relative to
other similar companies, which is important to note. You can review this comparison in the graph area of
the report. It is true that we are only reviewing two periods of data; nevertheless, it is better to respond
quickly to slips in key indicators than to allow them to develop into negative trends.
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SALES 54 out of 100

Are sales growing and satisfactory?

When there is little change in a company's sales management area, it is difficult to draw conclusive
results. In this case, sales have been maintained on approximately the same fixed asset base. It is more
important to focus on profitability results than on sales results, but as a general rule it is usually important
to keep increasing sales over time. This is because expenses tend to increase over time, so for most
companies, sales should always be growing at least moderately.

BORROWING 11 out of 100

Is the company borrowing profitably?

The purpose of using debt is to improve profitability. If this can be accomplished, the company can "trade
on equity" -- the company can improve returns on the business (improve returns on equity). This is often
easy to understand but difficult to do. For example, the issue here is that total debt stayed about the
same as last period, but profitability decreased by 485.27%. It is also worth noting the decline in net
profit margins. Itis typically best to improve the amount of profitability generated on existing debt
resources over time. Even though these results did not diminish the overall liquidity position, the
dynamics here are still not favorable for this specific period.

The company seems to be having some additional difficulties in this area. Notice that the firm's interest
coverage ratio is low and its debt-to-equity ratio is high. Typically, this is a poor match-up. Improvement
is needed. Managers choose strategic resources to push sales and profits higher. This period's results
may be an aberration, but they do indicate a need for some attention since debt levels are relatively high
(managers are using debt as a strategic resource).



ASSETS 10 out of 100

Is the company using gross fixed assets effectively ?

The results in this area are not very positive. Less profitability is moving through a relatively unchanged
fixed asset base, which lowers performance in this area. Another way of saying this is the profitability per
asset dollar statistic has fallen. This is not a favorable result, particularly because the net profit margin
also fell. This means the company is less efficient in overall operations than it was last period.

Finally, even though the results here are only based upon one period of comparison, a few items should
be mentioned. The company's return on assets and return on equity are poor. In fact, even its fixed
asset turnover ratio is quite poor. The scores here are both a function of the sales volume being driven
through fixed assets and the net profitability of the company as compared to total assets and equity.
Results in this area should improve in the future.
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Sample Company, Inc.

Balance Sheets (Comparative Historical & Common-Si

Current assets
Cash
Accounts receivable
Inventory
Other current assets
Total

Net fixed assets
Fixed assets

Less: Accumulated depreciation

Total
Other assets
Total assets

Current liabilities
Accounts payable
Current portion of LT debt
Payroll liabilities
Factor advance payable
Total

Long-term liabilities
Notes payable

Equity
Common stock
Paid-in capital
Beginning retained earnings
Net income
Distributions
Ending retained earnings
Total

Total liabilities & equity

ze)
2006 2005 2004
$ % $ % $ %
300 0.0% 70,302 3.2% 4,326 0.2%
768,144 36.3% 622,847 28.3% 568,800 27.5%
1,029,716 48.7% 1,061,515 48.3% 980,934 47.5%
15,619 0.7% 7,590 0.3% 4,239 0.2%
1,813,779 85.7% 1,762,254 80.1% 1,558,299 75.4%
1,217,208 57.5% 1,199,128 545% 1,106,497 53.6%
(915,165) -43.2% (768,811) -35.0%  (599,992) -29.1%
302,043 14.3% 430,317 19.5% 506,505 24.5%
370 0.0% 5,678 0.3% - 0.0%
2,116,192 100.0% 2,198,249 99.9% 2,064,804 99.9%
649,970 30.7% 569,205 25.9% 458,208 22.2%
148,429 7.0% 163,390 7.4% 225,393 10.9%
5,568 0.3% 7,610 0.3% 2,277 0.1%
456,309 21.6% 417,828 19.0% 379,517 18.4%
1,260,276 59.6% 1,158,033 52.6% 1,065,395 51.6%
418,750 19.8% 490,849 22.3% 442,003 21.4%
1,000 0.0% 1,000 0.0% 1,000 0.0%
- 0.0% - 0.0% - 0.0%
548,367 25.9% 556,405 25.3% 799,529 38.7%
(72,361) -3.4% 18,782 0.9% (45,178) -2.2%
(39,840) -1.9% (26,820) -1.2%  (197,945) -9.6%
436,166 20.6% 548,367 24.9% 556,406 26.9%
437,166 20.7% 549,367 25.0% 557,406 27.0%
2,116,192 100.1% 2,198,249 99.9% 2,064,804 100.0%

28



Sample Company, Inc.

Income Statements (Comparative Historical & Common-

Sales
Cost of sales
Gross Profit

Labor/Payroll
Officers' compensation
Officers' life insurance
Other salaries & wages
Payroll taxes
Employee appreciation
Employee benefits
Total
Occupancy
Rent
Utilities & telephone
Property taxes
Total
Operations
Vehicle expenses
Bank charges
Bad debts
Computer support
Insurance
Product development
Factor commissions
Total
Sales/Marketing
Advertising & promotion
Sales commissions
Total
General & Administrative
Interest expense
Professional fees
Office expenses
Miscellaneous
Dues & subscriptions
Charitable contributions
Travel & entertainment
Other
Total
Non-Cash
Amortization
Depreciation
Total

Total expenses
Operating Income
Non-Operating Items

Insurance proceeds

Gain on sale of assets

Interest income

Pre-Tax Earnings

Size)

2006 2005 2004
$ % $ % $ %
5,789,575  100.0% 5,882,351  100.0% 5,667,468 100.0%
4,026,763 69.6% 4,121,550 70.1% 3,963,304 69.9%
1,762,812 30.4% 1,760,801 29.9% 1,704,164 30.1%
183,961 3.2% 211,052 3.6% 205,503 3.6%
13,884 0.2% 8,330 0.1% 11,107 0.2%
146,861 2.5% 96,888 1.6% 120,793 2.1%
29,675 05% 28,154 0.5% 28,201 0.5%

1,694 0.0% 5,605 0.1% 8,774 0.2%
39,889 0.7% 30,966 0.5% 38,028 0.7%
415,964 6.4% 380,995 5.8% 412,406 6.4%
46,034 0.8% 41,987 0.7% 41,538 0.7%
19,788 0.3% 18,983 0.3% 20,650 0.4%

0 0.0% 0 0.0% 0 0.0%

65,822 1.1% 60,970 1.0% 62,188 1.1%
5,111 0.1% 11,983 0.2% 13,146 0.2%
2,061 0.0% 2,094 0.0% 2,261 0.0%
62,727 1.1% 0 0.0% 111,828 2.0%
14,376 0.2% 18,453 0.3% 23,341 0.4%
2,047 0.0% 2,425 0.0% 1,088 0.0%
20,624 0.4% 27,058 0.5% 36,545 0.6%
51,125 0.9% 52,509 0.9% 44,507 0.8%
158,071 2.7% 114,522 1.9% 232,716 4.0%

619 0.0% 7,167 0.1% 17,952 0.3%
908,458 15.7% 969,074 16.5% 858,859 15.2%
909,077 15.7% 976,241 16.6% 876,811 15.5%
88,664 1.5% 76,600 1.3% 43,534 0.8%
71,809 1.2% 32,131 0.5% 29,091 0.5%
20,443 0.4% 19,481 0.3% 25,360 0.4%
3,990 0.1% 464 0.0% 626 0.0%
2,713 0.0% 2,556 0.0% 3,335 0.1%

930 0.0% 250 0.0% 0 0.0%
41,448 0.7% 19,081 0.3% 16,669 0.3%

0 0.0% 0 0.0% 0 0.0%
229,997 3.9% 150,563 2.4% 118,615 2.1%
0 0.0% 0 0.0% 0 0.0%

56,242 1.0% 58,728 1.0% 59,378 1.0%

56,242 1.0% 58,728 1.0% 59,378 1.0%
1,835,173 31.7% 1,742,019 29.6% 1,762,114 31.1%
(72,361)  -1.2% 18,782 03%  (57,950) -1.0%
0 0.0% 0 0.0% 10,000 0.2%

0 0.0% 0 0.0% 2,490 0.0%

0 0.0% 0 0.0% 282 0.0%
(72,361)  -1.2% 18,782 0.3% __ (45,178) -0.8%
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Sample Company, Inc.
Cash Flow Statements (Comparative Historical)

2006 2005 2004
Operating Cash Flow
Earnings before taxes (72,361) 18,782 (45,178)
Non-cash items
Amortization 0 0 0
Depreciation 144,502 166,013 169,378
Change in:
Accounts receivable (145,297) (54,047) 104,567
Inventory 31,799 (80,581) (207,467)
Accounts payable 80,765 110,997 156,563
Other current assets (8,029) (3,351) 3,621
Other current liabilities 36,439 43,644 163,524
Operating Cash Flow 67,818 201,457 345,008
Net Cash Flow to Equity
Operating cash flow 67,818 201,457 345,008
Net change in LT debt (87,060) (13,157) (373)
Less: Capital expenditures (16,228) (89,825) (214,875)
(35,470) 98,475 129,760
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INDUSTRY SCORECARD
]

Distance

from

Financial Indicator Current Period Industry Range Industry
Current Ratio 1.44 1.60 to 2.60 -10.00%

= Total Current Assets / Total Current Liabilities

Explanation: Generally, this metric measures the overall liquidity position of a company. It is certainly not a perfect barometer, but
it is a good one. Watch for big decreases in this number over time. Make sure the accounts listed in "current assets" are
collectible.

Quick Ratio 0.61 0.90 to 1.60 -32.22%
= (Cash + Accounts Receivable) / Total Current Liabilities

Explanation: This is another good indicator of liquidity, although by itself, it is not a perfect one. If there are receivable accounts
included in the numerator, they should be collectible. Look at the length of time the company has to pay the amount listed in the
denominator (current liabilities).

Inventory Days 93.34 Days  40.00 to 70.00 Days -33.34%
= (Inventory / COGS) * 365

Explanation: This metric shows how much inventory (in days) is on hand. It indicates how quickly a company can respond to
market and/or product changes. Not all companies have inventory for this metric.

Accounts Receivable Days 48.43 Days  20.00 to 50.00 Days 0.00%
= (Accounts Receivable / Sales) * 365

Explanation: This number reflects the average length of time between credit sales and payment receipts. It is crucial to
maintaining positive liquidity.

Accounts Payable Days 58.92 Days  20.00 to 50.00 Days -17.84%
= (Accounts Payable / COGS) * 365

Explanation: This ratio shows the average number of days that lapse between the purchase of material and labor, and payment
for them. It is a rough measure of how timely a company is in meeting payment obligations.

Gross Profit Margin 30.45% 25.00% to 41.00% 0.00%
= Gross Profit / Sales

Explanation: This number indicates the percentage of sales revenue that is paid out in direct costs (costs of sales). Itis an
important statistic that can be used in business planning because it indicates how many cents of gross profit can be generated by
future sales.

Net Profit Margin -1.25% 2.00% to 8.00% -162.50%
= Adjusted Net Profit before Taxes / Sales

Explanation: This is an important metric. In fact, over time, it is one of the more important barometers that we look at. It
measures how many cents of profit the company is generating for every dollar it sells. Track it carefully against industry
competitors. This is a very important number in preparing forecasts.

Interest Coverage Ratio 0.82 2.00 to 12.00 -59.00%
= EBITDA / Interest Expense

Explanation: This ratio measures a company's ability to service debt payments from operating cash flow (EBITDA). An increasing
ratio is a good indicator of improving credit quality.




Debt-to-Equity Ratio 3.84 0.90 to 2.00 -92.00%
= Total Liabilities / Total Equity

Explanation: This Balance Sheet leverage ratio indicates the composition of a company’s total capitalization -- the balance
between money or assets owed versus the money or assets owned. Generally, creditors prefer a lower ratio to decrease financial
risk while investors prefer a higher ratio to realize the return benefits of financial leverage.

Debt Leverage Ratio 23.14 N/A N/A
= Total Liabilities / EBITDA

Explanation: This ratio measures a company's ability to repay debt obligations from annualized operating cash flow (EBITDA).

Return on Equity -16.55% 8.00% to 20.00% -306.88%
= Net Income / Total Equity

Explanation: This measure shows how much profit is being returned on the shareholders' equity each year. It is a vital statistic
from the perspective of equity holders in a company.

Return on Assets -3.42% 6.00% to 10.00% -157.00%
= Net Income / Total Assets

Explanation: This calculation measures the company's ability to use its assets to create profits. Basically, ROA indicates how
many cents of profit each dollar of asset is producing per year. It is quite important since managers can only be evaluated by
looking at how they use the assets available to them.

Fixed Asset Turnover 4.76 5.00 to 14.00 -4.80%
= Sales / Gross Fixed Assets

Explanation: This asset management ratio shows the multiple of annualized sales that each dollar of gross fixed assets is
producing. This indicator measures how well fixed assets are "throwing off" sales and is very important to businesses that require
significant investments in such assets. Readers should not emphasize this metric when looking at companies that do not possess
or require significant gross fixed assets.

Z-Score 3.23 1.23t0 2.90 +11.38%
=0.717X1 + 0.847X2 + 3.107X3 + 0.42X4 + 0.998X5
X1 = (Current Assets - Current Liabilities) / Total Assets
X2 = Retained Earnings / Total Assets
X3 = EBIT / Total Assets
X4 = Total Equity / Total Liabilities
X5 = Sales / Total Assets

Explanation: The Z-Score is a ratio which measures the overall health of a business. In some cases, it can be used as an early
predictor of a business's probability of bankruptcy in the next year. How to interpret the Z-Score: a score of 2.90 or above implies a
low risk of bankruptcy; a score between 1.23 and 2.90 is an average risk; a score of 1.23 or lower signals a high risk of bankruptcy.




Sample Company, Inc.
Adjustments to Earnings

Adjusted Pre-Tax Earnings
Pre-tax earnings
Non-recurring expenses
Professional fees over 0.5 % of sales

Travel & entertainment over 0.3% of sales

Adjusted Pre-Tax Earnings

Adjusted Cash Flow to Equity
Cash flow to equity
Non-recurring expenses
Professional fees over 0.5 % of sales

Travel & entertainment over 0.3% of sales

Adjusted Pre-Tax Earnings

2006 2005 2004
(72,361) 18,782 (45,178)
42,861 0 0
24,079 0 0
(5,421) 18,782 (45,178)
(35,470) 98,475 129,760
42,861 0 0
24,079 0 0
31,470 98,475 129,760
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Sample Company, Inc.
Capitalization Rate - Build-Up Method

Risk-free Rate

Date Rate
U.S. Treasury 20-year bond yield 12/31/0X 5.0%
Equity Risk Premium
Size category Size Premium
Market value of equity $105 mil. 13.8%
Book value of equity $59 mil. 12.5%
5-year average net income $3 mil. 13.3%
Market value of invested capital $123 mil. 13.5%
Total assets $104 mil. 12.8%
5-year average EBITDA $12 mil. 13.0%
Sales $91 mil. 12.3%
Number of employees 172 12.7%
Average 13.0%
Less: Sustainable growth rate 3.7%
Equity risk premium (non-compounded, no growth factor) 9.3%
Capitalization Rate
Risk-free rate 5.0%
Equity risk premium 9.3%
After-tax rate of return 14.3%
Inverse of assumed tax rate (1 - 32.5%) 67.5%
Pre-tax rate of return 21.2%
Specific company risk factors (from Exhibit V2):
Internal 6.2%
External 5.3%
Capitalization rate 32.7%
Notes

1) Equity risk premium data from 200X Duff & Phelps Risk Premium Report -
Smoothed avearge equity risk premium over risk-free rate

2) EBITDA = Earnings before interest, taxes, depreciation and amortization

3) Sustainable growth rate from study of broad U.S. equity market from 1929 to 2004 -

Real after-tax corporate profits compounded growth rate
4) Assumed tax rate = federal rate of 27.5% plus state rate of 5.0%



Sample Company, Inc.
Specific Company Risk Factors

Company (Internal) Risk Factors

Risk Weighted
factor* Weight risk
Management
Reliance on key people 1.0 1 1.0
Age and health 1.0 1 1.0
Succession plan 15 1 15
Management skill level 1.0 1 1.0
Strategic direction 1.0 1 1.0
Ability and willingness to change 0.5 1 0.5
Financial controls 1.0 1 1.0
Organizational structure 1.0 1 1.0
Years in business 15 1 15
Records - quality and history 1.0 1 1.0
Business systems and procedures 1.0 1 1.0
Total 11 115
Weighted average 1.0
Workforce
Turnover 1.0 1 1.0
Reliance on key people 1.0 1 1.0
Workforce capacity 1.0 1 1.0
Availability of new hires 1.0 1 1.0
Cost to recruit, hire and train 1.0 1 1.0
Work environment 1.0 1 1.0
Workplace safety 15 1 15
Productivity 1.0 1 1.0
Total 8 8.5
Weighted average 1.1
Marketing
Market trends 2.0 1 2.0
Marketing strategy 15 1 15
Competition 15 1 15
Location 1.0 1 1.0
Customer focus 1.0 1 1.0
Customer retention 1.0 1 1.0
Product differentation 1.0 1 1.0
Cost to acquire new customers 1.0 1 1.0
Reputation 1.0 1 1.0
Reliance on key people 1.0 1 1.0
Reliance on few customers 1.0 1 1.0
Marketing system 1.0 1 1.0
Growth potential 1.0 1 1.0
Total 13 15.0
Weighted average 1.2
Operations
Condition of facilities 1.0 1 1.0
Capacity of facilities 1.0 1 1.0
Cost to add capacity 1.0 1 1.0
Supply chain 1.0 1 1.0
Distribution channels 1.0 1 1.0
Environmental impact 1.0 1 1.0
Technological requirements 1.0 1 1.0
Information systems 1.0 1 1.0
Operational systems and procedures 1.0 1 1.0
Total 9 9.0
Weighted average 1.0
Financial
Liquidity 25 1 25
Profits & profit margin 2.0 1 2.0
Sales trend 1.0 1 1.0
Borrowing 2.0 1 2.0
Assets 2.0 1 2.0
Total 5 9.5
Weighted average 1.9
Company risk - total 6.2
Risk factor

0.0 = low, 0.5 = below average, 1.0 = average, 1.5 = above average, 2.0 = high, 2.5 = major.



Sample Company, Inc.
Specific Company Risk Factors

Industry (External) Risk Factors

Risk Weighted
factor Weight risk
Threat of new entrants
Cost to enter 1.0 1 1.0
Product differentation 1.0 1 1.0
Economies of scale 1.0 1 1.0
Cost for customer to switch 15 1 15
Access to distribution channels 1.0 1 1.0
Proprietary product or process 1.0 1 1.0
Access to suppliers 1.0 1 1.0
Technological requirements 1.0 1 1.0
Environmental impact 1.0 1 1.0
Exposure to liability 1.0 1 1.0
Government policies or regulations 1.0 1 1.0
Retaliation by imcumbents 15 1 15
Industry profitability 0.5 1 0.5
Cross industry advantages 1.0 1 1.0
Total 14 145
Weighted average 1.0
Bargaining power of suppliers
Relative importance of supplier 1.0 1 1.0
Costs to switch suppliers 1.0 1 1.0
Product differentation 1.0 1 1.0
Direct to consumer 1.0 1 1.0
Importance of product 1.0 1 1.0
Relative importance of buyers 1.0 1 1.0
Availibility of substitutes 1.0 1 1.0
Total 7 7.0
Weighted average 1.0
Bargaining power of customers
Number and concentration 1.0 1 1.0
Cost for customer to switch 1.0 1 1.0
Product differentation 1.0 1 1.0
Direct from supplier 1.0 1 1.0
Product importance 1.0 1 1.0
Industry profitability 1.0 1 1.0
Customer knowledge 1.0 1 1.0
Availability of substitutes 15 1 1.5
Total 8 8.5
Weighted average 11
Rivalry
Industry growth rate 15 1 15
Industry cost structure 15 1 15
Product lifespan 1.0 1 1.0
Costs to add capacity 1.0 1 1.0
Product storage or carrying costs 1.0 1 1.0
Product differentation 1.0 1 1.0
Costs for customer to switch 15 1 15
Cost to exit industry 1.0 1 1.0
Differing view of market 1.0 1 1.0
Number of competitors 15 1 15
Distribution of market share 15 1 15
Total 11 135
Weighted average 1.2
Threat of substitution

Availibity of substitutes 1.0 1 1.0
Total 1 1.0
Weighted average 1.0
Industry risk - total 5.3

Risk factor
0.0 = low, 0.5 = below average, 1.0 = average, 1.5 = above average, 2.0 = high, 2.5 = major.



Sample Company, Inc.
Capitalization of Benefits (Cash Flow) Method

Adjusted Cash Flow to Equity
$ Weight Weighted

2006 31,470 1 31,470

2005 98,475 1 98,475

2004 129,760 1 129,760

Total 259,705

Weighted average 86,568

Capitalization Rate 32.7%

Value of operating net assets 264,734
Add:

Non-operating assets 0

Value of total entity 264,734
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Sample Company, Inc.

Adjusted Net Assets

Current assets
Cash
Accounts receivable
Inventory
Other current assets
Total

Net fixed assets
Fixed assets

Less: Accumulated depreciation

Total
Other assets
Total assets

Current liabilities

Accounts payable

Current portion of LT debt

Sales commissions payable

OSHA fine payable

Payroll liabilities

Factor advance payable
Total

Long-term liabilities
Notes payable

Total liabilities

Net assets

Adjustment

12/31/0X
FMV Fair market
Book value Adjustments value
14,699 14,699
670,181 (54,626) 615,555
990,586 (457) 990,129
20,240 20,240
1,695,706 (55,083) 1,640,623
1,219,708 1,219,708
(978,960) (978,960)
240,748 0 240,748
0 0
1,936,454 (55,083) 1,881,371
662,456 2,300 664,756
148,429 148,429
88,454 93,093 181,547
55,750 55,750
4,597 4,597
458,715 458,715
1,362,651 151,143 1,513,794
239,752 239,752
1,602,403 151,143 1,753,546
334,051 (206,226) 127,825

a - Adjust to A/R aging report less 54,000 estimated bad debts
b - Adjust to end of month inventory report

¢ - Adjust to A/P open item report
d - Adjust for July commissions based on total payable supplied by client

e - Record OSHA fine payable

39



Sample Company, Inc.
Excess Earnings Method

Total Assets

Selected Weighted
$ Weight Amount
12/31/06 2,116,192 1 2,116,192
12/31/05 2,198,249 1 2,198,249
12/31/04 2,064,804 1 2,064,804
Total 6,379,245 3 6,379,245
Weighted average 2,126,415
Industry Return on Assets (RMA - NAICS # 314999)
2006 5.9
2005 5.6
2004 4.8
Total 16.3
Average 54
Adjusted Pre-Tax Earnings
Selected Weighted
$ Weight Amount
2006 (5,421) 1 (5,421)
2005 18,782 1 18,782
2004 (45,178) 1 (45,178)
Total (31,817) 3 (31,817)
Weighted average (10,606)
Capitalization Rate
Capitalization rate 32.7%
Cash flow 86,568
Pre-tax earnings (10,606)

Excess earnings rate

Excess Earnings Method

Total assets

Industry return

Expected earnings

Pre-tax earnings

Excess earnings (pre-tax less expected)
Capitalization rate

Value of intangible assets

Plus: Value of tangible net assets

Total entity value

x

0.0% (Pre-tax earnings/cash flow) x build-up rate

2,126,415
5.4%

114,826

(10,606)

(125,432)

0.0%
0

127,825

127,825
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