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SHOW ALL YOUR WORK TO GET ANY PARTIAL CREDIT.   YOU MUST ANSWER ALL QUESTIONS.

1. Complete the balance sheet for General Aviation, Inc. based on the following financial data.  

Balance Sheet 


General Aviation, Inc. 


December 31, 1999

Assets                                                   

___________________________________________________________

Cash

             $ 8,005

Marketable securities                              
 

_______

Accounts receivable                           
      

_______

Inventories                                         

_______

  Total current assets                              

_______

Gross fixed assets                                  

_______

Less:  Accumulated depreciation                
     

$50,000

Net fixed assets                                    

_______

  Total assets                                      

_______

Liabilities and stockholders' equity                     

___________________________________________________________

Accounts payable           


$28,800

  Notes payable                                     

_______

  Accruals                                          

$18,800       

Total current liabilities                           

_______

Long‑term debts                                     

_______

      Total liabilities                             

_______

Stockholders' equity 


   Preferred stock                                  

  2,451

   Common stock at par                              

 30,000

   Paid‑in capital in excess of par                 

  6,400

   Retained earnings                                

 90,800

      Total stockholders' equity                    

_______

        Total liabilities and stockholders' equity  

_______
Important information is on the next page.
Key Financial Data (1999)                              

1.
Sales totaled $720,000. 
2.
The gross profit margin was 38.7 percent. 

3.
Inventory turned 6 times.  

4.
There are 360 days in a year. 

5.
The average collection period was 31 days. 

6.
The current ratio was 2.35. 

7.
The total asset turnover was 2.81. 

8.
The debt ratio was 49.4 percent. 

9.
Total current assets equal $159,565.
2. The National X‑Ray Company paid $2.00 common stock dividend last year.  The company's policy is to allow its dividend to grow at 5 percent for 4 years and then the rate of growth changes to 3 percent per year from year five and on.  (a) What is the current value of the stock if the required rate of return is 8 percent?  (b)  What would the value of the stock be in 2 years? 
3. Mr. & Mrs. Pribel wish to purchase a boat in 8 years when they retire.  They are planning to purchase the boat using proceeds from the sale of their property which is currently worth $90,000 and its value is growing at 7 percent a year.  The boat is currently worth $200,000 increasing at 5 percent per year.  In addition to the value of their property, how much additional money should they deposit at the end of each year in an account paying 9 percent annual interest in order to be able to buy the boat upon retirement?  
4. Kimberly has just won a $20 million lottery, which will pay her $1 million at the end of each year for 20 years.  An investor has offered her $10 million for this annuity.  She estimates that she can earn 10 percent interest, compounded annually, on any amounts she invests.  She asks your advice on whether to accept or reject the offer.  What will you tell her? (Ignore Taxes) 
5. What is the value of an asset which pays $200 a year for the next 5 years and can be sold for $1,500 at the end of five years from now?  Assume that the opportunity cost is 10 percent. 
6. A deep‑discount bond can be purchased for $312 and in 20 years it will be worth $1,000.  What is the rate of interest on the bond? 
7. Calculate the present value of $800 received at the beginning of year 1, $400 received at the beginning of year 2, and $700 received at the beginning of year 3, assuming an opportunity cost of 9 percent. 
8. Kingston Kitchen Stuff has recently sold 1,000 shares of $6.75 preferred stock.  What is the value of the stock assuming 10 percent required rate of return? 
