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Template   for   Course   Project   Assignment   #1-‐INDIVIDUAL1�   due   3/26/15   Learning   about   your   Company,   its   Financial   Statements   &   tracking   its   Stock   Price   
  Alex   Hernandez      
   Other   team   member(s)   
 Jamie   Bash,   Jim   Prescott    Section   #   
 T/TH   10:45   
  To   begin,   (1)   download   your   Company’s   most   recent   SEC   Form   10-‐K   in   pdf   format   from   its   investor   relation’s   site,2   and   (2)   use   it   to   answer   the   questions   below   in   the   space   provided.      [Hints:   1.   Enter   the   numerical   data   (e.g.,   total   assets)   in   optional   but   recommended   Project   Spreadsheet   Exhibit   B   (available   on   Blackboard);   build   formulae   to   calculate   ratios   (e.g.,   current   ratio);   and   transfer   the   required   information   to   this   template.      2.   Some   items   requested   may   not   be   where   you   expect   to   find   them   in   the   10-‐K.      If   you   cannot   find   an   item,   type   in   what   you   are   looking   for   (e.g.,   “preferred   stock”)   into   the   upper   right   hand   search   window   in   the   10-‐K   pdf   file.]      Part   1:   Basic   data   on   your   company      
 Company   name    Brown-‐Forman   Corporation   
 Company   stock   ticker   symbol    BF.B   
 Company   headquarters   location    Louisville,   KY   
 Industry   name    Beverage   Manufacturing   
 CEO   (who   signed   the   letter   to   shareholders)    Paul   C.   Varga   
 Company’s   key   Products   or   Services   include:    Liquor   (El   Jimador,   Jack   Daniels)   
 Customers   tend   to   be:   (this   of   course   will   be   a   generalization;   examples   include:   business,   consumers,   women,   young   professionals,   teens,   etc.)   
 Bars,   liquor   stores,   men   and   women   who   drink.   
 Company’s   closest   competitors   are:    Bacardi,   Diageo   
  Part   2:   Understanding   the   financial   statements      Who   is   the   Company’s   external   audit   firm?   (e.g.,   PwC)    PricewaterhouseCoopers   
                                                                                                                                                                       1∗   Robert   Bowen   and   Jane   Jollineau   of   the   University   of   San   Diego   prepared   this   template.      It   borrows   from   a   project   prepared   by   Mark   Judd.      Revised:   1/10/15.         2   To   find   SEC   Form   10-‐K,   go   to   your   company’s   investor   relation’s   site,   e.g.,   http://investor.apple.com   and   look   for   “SEC   Filings.”      You   can   generally   narrow   this   search   by   selecting   “annual”   under   “forms.”      If   you   get   a   choice   of   file   formats   to   download,   choose   pdf   format   for   readability   and   because   the   file   can   be   searched.         
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   2   Does   the   Company   follow   a   calendar   year   (ending   approximately   December   31)?      (Yes   or   No)    No   
 If   they   do   not   use   a   calendar   year,   why   do   you   believe   that   is?   
 It   could   be   because   the   company   performs   better   during   a   certain   season.   If   the   majority   of   the   income   is   earned   in   fall   and   most   expenses   incurred   in   spring,   the   taxing   might   be   better   in   April.   
 Part   2A:   The   Balance   Sheet      Find   your   Company’s   Balance   Sheet   and   answer   the   questions   below:      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   available    1st   Prior   Year   
 What   is   the   balance   sheet   date?   (e.g.,   9/30/14   and   9/30/13)    04/30/14    04/30/13   
 Balance   sheet   numbers   are   expressed   in   $______________   ,   e.g.,   thousands,   millions,   etc.    Millions   
 What   is   the   dollar   amount   of   total   assets?    $4,103    $3,626   
 What   is   the   dollar   amount   of   total   liabilities?    $2,071    $1,998   
 What   is   the   dollar   amount   of   total   shareholders’   equity?    $2,032    $1,628   
 Does   A   =   L   +   OE?      (Yes   or   No)    Yes    Yes   
 Name   the   Company’s   largest   asset.      Is   it   “current”   or   “noncurrent”?           
 Name   the   Company’s   largest   liability?      Is   it   “current”   or   “noncurrent”?   
 Long-‐term   debt.   Non-‐current.   
 Long-‐term   debt.   Non-‐current.   
 What   is   the   dollar   amount   of   contributed   capital?   [preferred   stock   +   common   stock   +   additional   paid-‐in   capital   –   treasury   stock]   
      
 What   is   the   dollar   amount   of   earned   capital?   [retained   earnings   +/-‐   other   comprehensive   income]    $2,706    $2,289   
 Is   earned   capital   increasing   or   decreasing?      Why?   Increasing.   Retained   earnings   were   higher   and   comprehensive   
 losses   were   lower.   Calculate   working   capital   [=   current   assets   -‐   current   liabilities]   –   see   textbook   p.   58    $1,616    $1,348   
 Calculate   the   current   ratio   [=   current   assets   ÷   current   liabilities]   –   see   textbook   p.   59    3.88:1    3.85:1   
 Based   on   the   current   ratio,   did   the   Company   become   more   or   less   liquid   comparing   its   current   year   to   the   prior   year?         
 The   company   became   more   liquid   comparing   it   to   the   prior   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   3   
 year.   
 Calculate   the   total   debt   to   total   assets   ratio   [=   total   liabilities   ÷   total   assets]   –   see   textbook   p.   60    .50:1    .55:1   
 Based   on   the   total   debt   to   total   assets   ratio   computed   above,   is   the   Company   better   off   or   worse   off   in   its   ability   to   withstand   long-‐term   financial   difficulties?         
 It   is   better   off   to   withstand   long-‐term   financial   difficulties.   
  What   is   your   overall   assessment   of   your   Company’s   financial   condition?      Refer   to   any   of   the   above   numbers   or   ratios   in   your   brief   summary.      Insert   your   answer   in   the   box   below:      The   company   has   significantly   become   more   profitable   in   2014.   Assets   have   increased   by   about   450   million   and   liabilities   have   not   increased   significantly.   Also,   shareholders   have   invested   more   money   in   the   company.         Part   2B:   The   Income   Statement         Find   your   Company’s   Income   Statement   and   answer   the   questions   below:      What   is   the   most   recent   year   used   for   this   analysis?          2014   
 How   many   years   of   comparative   information   are   provided?   (usually   =   3)    3      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   
 available    1st   Prior   Year   What   is   the   dollar   amount   of   total   Sales   Revenue   (a.k.a.,   net   sales   or   net   revenue)?    $3,946    $3,784   
 Compute   the   %   change   in   revenue   [=   (most   recent   year’s   Revenue   ÷   prior   year’s   Revenue)   –   1]    11.5%    na   
 What   is   the   dollar   amount   of   Gross   Profit?   [If   it   is   not   given,   Gross   Profit   =   sales   revenue   minus   cost   of   goods   sold,   a.k.a.,   cost   of   sales]      
 $2,078    $1,955   
 Compute   Gross   Profit   rate   [=   gross   profit   ÷   net   sales   revenue]   –   see   textbook   p.   248    .53    .52   
 What   is   the   dollar   amount   of   Operating   Income?   [often   shown   as   a   subtotal   in   the   I/S;   if   not   given,   Operating   Income   is   net   sales   minus   expenses   related   to   day-‐to-‐day   operations.]      
 $971    $898   
 Compute   the   %   change   in   Operating   Income   [=   (most   recent   year’s   Op.   Inc.   ÷   prior   year’s   Op.   Inc.)   –   1]    8.1%    na   
 What   is   the   dollar   amount   of   Net   Income?    $659    $591   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   4   Compute   the   %   change   in   Net   Income   (NI)      [=   (most   recent   year’s   NI   ÷   prior   year’s   NI)   –   1]    11.5%    na   
 Compute   Operating   Profit   Margin   [=   operating   income   ÷   net   sales]    25%    24%   
 Compute   Profit   Margin   [=   net   income   ÷   net   sales]      see   textbook   p.   250    17%    16%   
 What   is   reported   as   basic   earnings   per   share   (EPS)?      (look   it   up   –   no   need   to   calculate)    $3.08    $2.77   
  What   is   your   overall   assessment   of   your   Company’s   performance?      Refer   to   any   of   the   above   numbers   or   ratios   in   your   brief   summary.      Sales   revenue   has   increased   by   about   $150   million   and   gross   profit   has   increased   by   about   $120   million.   Also,   net   income   has   increased   by   about   $60   million   and   investors/shareholders   have   increased   their   earnings   per   share   by   $0.31.   The   profit   margin   increased   by   about   1%   which   indicates   that   in   fact   the   company   was   more   profitable   in   2014.               Part   2C:   The   Statement   of   Cash   Flows      Find   your   Company’s   Statement   of   Cash   Flows   (SCF)   and   answer   the   questions   below:      How   many   years   of   comparative   information   are   provided   in   the   SCF?    3      Insert   the   amounts   requested   below.      Check   the   math   by   summing   to   the   cash   balance   at   the   end   of   the   year.      Verify   that   the   ending   cash   balance   reported   in   the   SCF   is   the   same   amount   reported   on   the   balance   sheet   for   the   most   recent   year   available.            
 Insert   numbers   and   compute   ratios:   Most   recent   year   
 available    1st   Prior   Year   
 Cash   provided   by   operations    $649    $537   
 Cash   from   investing   activities    ($127)    ($97)   
 Cash   from   financing   activities    ($288)    ($576)   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   5   Change   in   cash   (may   be   called   “increase   or   decrease   in   cash   &   equivalents”)    $233    ($134)   
 Do   the   balances   in   Cash   &   equivalents   at   the   beginning   and   end   of   the   fiscal   year   in   the   Statement   of   Cash   Flows   match   the   amounts   shown   in   the   Balance   Sheet?   (Yes   or   No)   
 Yes    Yes   
 Compute   Free   Cash   Flow   [net   cash   provided   by   operations   –   capital   expenditures   –   cash   dividends]   –   see   textbook   p.   61   
 $649-‐x-‐$233   (capital   
 expenditures   not   available)   
 $537-‐x-‐$1,063   (capital   
 expenditures   not   available)   
 Name   the   largest   cash   inflow   in   the   investing   activities   section   of   the   SCF.         
  Proceeds   from   sale   of   property,   
 plant,   and   equipment   
 None   
 Name   the   largest   cash   outflow   in   the   investing   activities   section   of   the   SCF?         
 Additions   to   property,   plant,   and   equipment   
 Additions   to   property,   plant,   and   equipment   
 Name   the   largest   cash   inflow   in   the   financing   activities   section   of   the   SCF?   
 Excess   tax   benefits   from   stock-‐based   rewards   
 Proceeds   from   long-‐term   debt   
 Name   the   largest   cash   outflow   in   the   financing   activities   section   of   the   SCF?   
 Dividends   paid    Dividends   paid   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   6      Part   2D:   Financial   Statement   Analysis   -‐-‐   Common-‐Size   Income   Statements          Years   Ended   
 April   30                    Years   Ended   April   30       
   2014    2013    2012        2014    2013    2013   
 Net   Sales    $3,946    $3,784    $3,614        100.00%    100.00%    100.00%   
                   0.00%    0.00%    0.00%   
 Excise   taxes    $955    $935    $891        24.20%    24.71%    24.65%   
 Cost   of   Sales    $913    $894    $928        23.14%    23.63%    25.68%   
 Gross   Profit    $2,078    $1,955    $1,795        52.66%    51.66%    49.67%   
 Advertising   Expense    $436    $408    $395        11.05%    10.78%    10.93%   
 Gen/Admin   Expense    $686    $650    $610        17.38%    17.18%    16.88%   
 Amorization   Expense    $0    $0    $3        0.00%    0.00%    0.08%   
 Other   exp/income    ($1)    ($1)    ($15)        -‐0.03%    -‐0.03%    -‐0.42%   
 Operating   Income    $971    $898    $788        24.61%    23.73%    21.80%   
 Interest   Income    $2    $3    $3        0.05%    0.08%    0.08%   
 Interest   Expense    $26    $3    $31        0.66%    0.08%    0.86%   
 Income   before   taxes    $947    $865    $760        24.00%    22.86%    21.03%   
 Income   taxes    $288    $274    $247        7.30%    7.24%    6.83%   
 Net   Income    $659    $591    $513        16.70%    15.62%    14.19%   
     What   do   you   observe   from   the   common-‐size   analysis   of   your   company?            Overall   the   company   seems   to   be   doing   well   financially.   The   thing   that   is   most   important   is   that   since   2012   excise   taxes   have   gone   down,   cost   of   sales   has   decreased,   gross   profit   has   increased   significantly   and   net   income   has   increased   by   more   than   2%.Interest   has   also   decreased   and   amortization   expenses   have   dropped   to   0%.   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   7   Part   3:   Discussion   of   a   news   article   about   the   Company   Brown-Forman Corp. BF.B , one of the world's leading producers and distributors of premium alcoholic beverages, recently declared that its board of directors has approved an incremental share repurchase program worth $1 billion. The latest buyback program not only reflects the company's sound financial position and healthy business but also management's confidence in its growth prospects.    Per the modified scheme, the new authorization will be incremental to the company's existing plan, under which it had $108 worth shares remaining to be bought back as of Mar 24, 2015. Shares under the latest authorization will be repurchased for cash either from the open market, block transactions or through privately negotiated transactions.    Further, the company holds the right to modify, suspend, terminate or extend the share buyback program at any time without prior notice.    The company has a consistent track record of returning cash to its shareholders through share repurchase and dividend payouts and has regularly paid quarterly cash dividends for the past 69 years, while increasing the same for the last 31 years. During the first nine months of fiscal 2015, Brown-Forman returned approximately $171 million to shareholders in the form of quarterly dividends. Also, over the same period, the company repurchased 3 million shares for $269 million.    This strategy reflects the company's commitment toward enhancing long-term value for shareholders and its ability to boost earnings as well as cash flows in the long run.    Brown-Forman's strong balance sheet and cash flow provide it with the financial flexibility to make shareholder-friendly moves while creating scope for product innovation and expansion of operations in emerging markets. This Zacks Rank #3 (Hold) company generated operating cash flow of $375 million during the first nine months of fiscal 2015 and ended the third-quarter with cash and cash equivalents of $250 million.    We believe that dividend payments and share repurchases not only enhance shareholder return but also raise the market value of the stock. Through dividend payouts, companies bolster investor confidence, persuading them to either buy or hold the scrip instead of selling it. Looking ahead, Brown-Forman remains confident of its growth potential, thereby raising hopes for further enhancement of shareholders' value.   Description   of   Article   discussion   Nasdaq.com   04/2/15   http://www.nasdaq.com/article/brown-forman-raises-share-repurchase-program-by-1-billion-analyst-blog-cm459243   
 The   article   above   relates   to   the   company   and   industry   because   it   discusses   a   great   deal   of   the   investment   side   of   the   company.   
 The   article   touches   on   subjects   such   as   a   new   repurchasing   program   of   shares,   the   incredible   return   record   that   the   company   has   had   for   shareholders,   how   the   companies   stock   value   has   increased   and   how   the   company   has   done   it.   
 The   executives   at   Brown-‐Forman   are   so   confident   in   the   companies   performance   and   ability   to   keep   being   profitable   that   they   have   structured   a   new   plan   to   buy   back   shares   from   the   market   in   order   to   regain   more   ownership   of   the   company.   
 The   company   has   a   solid   record   for   returning   money   to   its   stockholders   and   has   continued   to   prove   to   shareholders   that   it   is   consistent,   reliable   and   profitable.   
 The   effect   that   this   had   on   the   market   and   the   company   overall   is   that   it   instills   confidence   in   it’s   shareholder’s   and   continues   to   make   a   great   name   for   themselves.   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   8   Template   for   Course   Project   Assignment   #2-‐INDIVIDUAL∗    due   4/30/15   Learning   about   your   Company,   its   Financial   Statements   &   tracking   its   Stock   Price   
  Warning:   finish   this   individual   assignment   early   so   you   can   start   on   the   group   project!   
  Your   name   
 Alex   Hernandez    Other   team   member(s)   
 Jamie   Bash,   Jim   Prescott    Section   #   
 5   
  Again,   use   your   Company’s   most   recent   SEC   Form   10-‐K   to   answer   the   questions   below   in   the   space   provided.      [Hints:   1.   Enter   the   numerical   data   (e.g.,   total   assets)   in   Project   Spreadsheet   Exhibit   B   (available   on   Blackboard);   build   formulae   to   calculate   ratios   (e.g.,   inventory   turnover);   and   transfer   the   required   information   to   this   template.      2.   Some   items   requested   below   may   not   be   where   you   expect   to   find   them   in   the   10-‐K.      If   you   cannot   find   an   item,   type   in   what   you   are   looking   for   (e.g.,   “preferred   stock”)   into   the   upper   right   hand   search   window   in   the   10-‐K   pdf   file.]      Part   1:   Basic   data   on   your   company      
 Company   name    Brown-‐Forman   Corporation   
 Industry   name    Beverage   Manufacturing   
  Part   2:   Understanding   the   financial   statements   (continued   from   Assignment   #1-‐IND)      Part   2A:   Inventories      Using   your   Company’s   financial   statements,   answer   the   questions   below:      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   available    1st   Prior   Year   
 Does   the   Company   report   Inventories   on   the   balance   sheet?   (Yes   or   No)    Yes    Yes   
 Do   they   appear   to   be   manufacturing,   retail   or   some   other   inventory   accounts?      
 Manufacturing   (Finished   goods,   work   in   process,   raw   materials   and   supplies)   
 Manufacturing   (Finished   goods,   work   in   process,   raw   materials   and   supplies)   
 What   is   the   dollar   amount   of   total   inventories   at   yearend?    $882   million    $827   million   
 What   is   the   major   inventory   method   (cost-‐flow   assumption),   e.g.,   FIFO,   LIFO,   weighted-‐average?   
 55%   of   inventory   stated   
 using   LIFO   
 55%   of   inventory   stated   
 using   LIFO   If   they   use   LIFO,   what   would   have   been   the   ending   balance   under   FIFO?      
 $216   million   higher      
 $209   million   higher   
                                                                                                                                                                       ∗   Robert   Bowen   and   Jane   Jollineau   of   the   University   of   San   Diego   prepared   this   template.      Revised:   1/13/15.         
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   9   Compute   inventory   turnover   for   the   most   recent   year.      [Inventory   turnover   =   CGS   ÷   Average   Inventory]   -‐-‐   see   textbook   p.   300   
 1.1   (1.068)    na   
 Compute   days   in   inventory   for   the   most   recent   year.      [Days   in   inventory   =   365   ÷   inventory   turnover   ratio]   -‐-‐   see   textbook   p.   300   
 332   (331.818)    na   
 Part   2B:   Accounts   Receivable      Using   your   Company’s   financial   statements,   answer   the   questions   below:      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   available    1st   Prior   Year   
 Does   the   Company   report   Accounts   Receivable?   (Yes   or   No)    Yes    Yes   
 What   is   the   dollar   amount   of   Accounts   Receivable   net   of   Allowance   for   Doubtful   Accounts   at   yearend?   [Insert   zero   is   Accounts   receivable   is   not   disclosed.]   
 $560   million   ($569-‐$9   in   doubtful   accounts)   
 $539   ($548-‐$9   in   doubtful   accounts)   
 What   is   the   balance   in   Allowance   for   Doubtful   Accounts   at   yearend?   (this   account   may   have   a   different   name3)    $9   million    $9million   
 What   is   the   balance   in   accounts   receivable,   gross,   at   yearend?   [=   Accounts   Receivable,   net   plus   Allowance   for   Doubtful   Accounts]   
 $569   million    $548   million   
 Compute   the   %   of   gross   Accounts   Receivable   that   management   expects   to   be   uncollectible   at   yearend      [=   Allowance   for   DA   ÷   Accounts   Receivable,   gross]   
 1.6%   (1.581%)    1.6%   (1.642%)   
 Compute   Accounts   Receivable   Turnover   for   the   most   recent   year.      [=   Net   Sales   ÷   Ave   net   A/R]   –   see   textbook   p.   416    7.1   (7.065)    na   
 Compute   Accounts   Receivable   Collection   Period   in   days   for   the   most   recent   year.         [=   365   ÷   Accounts   Receivable   Turnover   ratio]   –   see   textbook   p.   416   
 51.4    na   
  Considering   Accounts   receivable   and   Inventories   above,   what   do   you   infer   about   the   Company’s   operating   assets?      Refer   to   any   of   the   above   numbers   or   ratios   in   your   brief   summary.      Seeing   that   the   company’s   inventory   turnover   is   at   1.1   we   can   assume   that   the   company   is   selling   effectively   and   overall   has   good   liquidity   for   inventory.   Additionally,   the   company’s   %   for   expected   uncollectible   accounts   is   somewhat   low   at   1.6%,   which   means   that   the   company   is   expecting   to   receive   payment   from   98.4%   of   their   accounts   receivable.   Lastly,   it   can   be   inferred   that   given   the   accounts   receivable   collection   period,   the   company   does   well   in   not   “lending”   money/inventory   to   the   wrong   people.   They   are   collecting   their   money   fairly   quickly   about   51   days   after   (51.4)   
                                                                                                                                                                       3   Allowance   for   doubtful   accounts   is   not   always   provided.      Try   looking   in   the   notes,   especially   “supplemental   information”   often   found   at   the   end   of   the   notes   to   the   financial   statements.      If   you   cannot   find   it,   insert   “not   disclosed.”   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   10            
  Part   2C:   Long-‐lived   assets      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   available    1st   Prior   Year   
 Does   the   Company   report   fixed   assets   (e.g.,   property,   plant   &   equipment)   on   its   balance   sheet?      (Yes   or   No)    Yes    Yes   
 What   is   the   balance   in   Property,   Plant   &   Equipment,   net,   at   yearend?    $526   million    $450   million   
 What   depreciation   method   is   used   (e.g.,   straight-‐line)?    Straight-‐line   basis   
 Straight-‐line   basis   
 What   is   the   balance   in   Accumulated   Depreciation   at   yearend?      (see   the   notes   to   the   financial   statements)    $528   million    $506   million   
 What   is   the   original   cost   of   the   Property,   Plant   and   Equipment   at   yearend?    $1,054   million    $956   million   
 Compute   yearend   Accumulated   Depreciation   ÷   the   yearend   original   cost   of   PP&E    .50   (.500)    .53   (.529)   
 Does   the   Company   report   any   intangible   assets   (e.g.,   Goodwill)   on   its   balance   sheet?   (Yes   or   No)    Yes    Yes   
 Compute   the   ratio   of   intangible   assets   to   total   assets.      [=   yearend   intangible   assets   ÷   yearend   total   assets]    .32   (.316)    .35   (.354)   
 Compute   Asset   Turnover   [=   net   sales   ÷   average   total   assets]      –   see   textbook   p.   465    1   (1.021)    na   
  What   do   you   infer   about   the   Company’s   long-‐lived   assets?      Refer   to   any   of   the   above   numbers   or   ratios   in   your   brief   summary.         Assets   have   significantly   increased   since   last   year,   specifically   speaking   on   PP&E.   They   increased   by   $76   million   which   overall   is   a   plus   for   the   company.   The   asset   turnover   is   about   a   1   (1.021),   which   doesn’t   indicate   that   the   company   is   doing   great.   For   every   dollar   of   assets   the   company   generates   $1.021   in   sales.            Part   2D:   Liabilities      
 Using   your   Company’s   financial   statements,   answer   the   questions   below:      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   available    1st   Prior   Year   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   11   
 What   is   the   Company’s   largest   current   liability   at   yearend?      
 Accounts   payable   and   accrued   expenses   
 Accounts   payable   and   accrued   expenses   
 Does   the   Company   report   unearned   (or   deferred)   revenue?      (Yes   or   No)    No    No   
 What   is   the   total   dollar   amount   of   noncurrent   liabilities   at   yearend?    $1,510   million    $1,525   million   
 Compute   times   interest   earned   [=   net   operating   income   ÷   interest   expense]   –   see   textbook   p.   525    40.46   (40.458)    27.21   (27.212)   
 Compute   cash   debt   coverage   [=   net   cash   provided   by   operating   activities   ÷   avg.   total   liabilities]   –   see   text   p.   646    .32   (.3189)    na   
  Considering   the   information   above   and   the   “total   debt   tototal   assets   ratio”   calculated   in   section   2A   of   your   first   individual   report,   what   do   you   infer   about   the   Company’s   ability   to   repay   its   debts?      Refer   to   any   of   the   above   numbers   or   ratios   in   your   brief   summary.         From   the   calculations   made   in   section   2A   the   company   has   total   debt   to   total   asset   ratio   of   .5:1.   This   means   that   50%   of   the   company’s   assets   have   been   financed   by   debt,   which   consequently   gives   the   company   a   lower   degree   of   financial   flexibility.      Having   low   cash   debt   coverage   of   .32:1   implies   that   the   company   is   not   in   a   comfortable   position   to   cover   its   debt   with   the   cash   flow   from   its   own   operations.            Part   2E:   Stockholders’   Equity      
 Insert   numbers   and   compute   financial   ratios   Most   recent   year   available    1st   Prior   Year   
 Does   the   Company   report   any   preferred   stock?   (Yes   or   No)    No    No   
 How   many   common   shares   are   authorized   at   yearend?   
 85   million-‐Class   A   
 400   million   Class   B   
 85   million-‐Class   A   
 400   million   Class   B   
 How   many   common   shares   are   issued   at   yearend?   
 85   million-‐   Class   A   
 142,313   million   Class   B   
 85   million-‐   Class   A   
 142,313   million   Class   B   
 What   is   the   total   dollar   amount   of   paid-‐in-‐capital   at   yearend?   (sometimes   called   capital   surplus.)    $81   million    $71   million   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   12   What   is   the   average   cost   of   shares   issued   at   yearend?   [=   (C/S   at   par   +   addt’l   paid-‐in-‐capital)4   ÷   yearend   shares   issued]    $1.11   (1.105)    $0.59   (.5902)   
 Does   the   Company   report   any   treasury   stock   on   the   balance   sheet?      If   so,   how   many   shares   are   held   as   treasury   stock?   
 13,858   million   shares   
 13,606   million   shares   
 How   many   common   shares   are   outstanding   at   yearend?    $213,707   million   
 $213,455   million   
 What   is   the   average   cost   of   treasury   shares   at   yearend   (if   reported)?    $789   million    $766   million   
 How   much   did   the   Company   pay   in   dividends   during   the   year   (if   any)?      (Hint:   see   the   statement   of   cash   flows.)    $233   million    $1,063   million   
 Compute   the   Dividend   Payout   ratio   [=   cash   dividends   declared   on   C/S   ÷   net   income]   –   see   textbook   p.   594    2.83   (2.828)    1.80   (1.798)   
 Compute   Return   on   Assets   [=   net   income   ÷   average   total   assets]   –   see   textbook   p.   464    17.05%    n/a   
 Compute   Return   on   Common   Equity   [=   (net   income   –   preferred   stock   dividends)   ÷   average   total   (common)   shareholders’   equity]   –   see   textbook   p.   595   
 36.01%   (.3601)    n/a   
               
                                                                                                                                                                       4   Assumes   the   company   issued   stock   that   had   a   par   value.      If   not,   just   use   the   total   common   stock.   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   13   Part   3:   Discussion   of   a   news   article   about   the   Company      Bacardi Ltd.'s entrance into the bourbon market doesn't appear to be affecting its relationship with Louisville-based Brown-Forman Corp. Monday, we reported that Bermuda-based Bacardi purchased Angel's Share Brands LLC, the company behind Angel's Envy bourbon and rye whiskey. The acquisition marked Bacardi's entrance into the bourbon category, in which one of its partners — Louisville-based Brown-Forman Corp. (NYSE: BF-B) — is very strong. Brown-Forman and Bacardi have worked together on distribution in Europe for several years. This story on just-drinks.com, a beverage industry news site, cites a spokesman for Bacardi as saying that the acquisition will have no impact on the two companies' partnership. Together they operate Bacardi Brown-Forman Brands in Andorra, Austria, Belgium, Portugal, Switzerland, the Dominican Republic, Thailand and the United Kingdom, according to the story. Bacardi has been an investor in Angel's Envy since 2010, Wes Henderson, the brand's chief innovation officer, told me in an interview Monday. There's long been talk of an acquisition of the company by Bacardi, but that discussion got more serious in the last month, he said. I plan to have more on the Bacardi acquisition soon.       Description   of   Article   discussion   (same   as   in   Assignment   #1-‐IND   but   with   a   different   article)      Include   one   article   summary   for   each   company   in   the   group   (for   a   total   of   three-‐to-‐four   article   summaries   depending   upon   how   many   members   are   in   your   group).      The   articles   should   be   dated   no   earlier   than   January   1,   2015.      Summarize   the   news   article   and   its   impact   on   your   company   or   the   industry   (and   perhaps   the   company’s   stock   price).         Each   article   summary   should   include   (at   least)   the   following   (at   a   minimum):      
 Citation:    Brown   Forman   and   Bacardi   Will   Continue   Working   Together,   David   A.   Mann,   Louisville   Business   First   02/21/15         http://www.bizjournals.com/louisville/news/2015/03/31/report-‐brown-‐forman-‐and-‐bacardi-‐will-‐continue.html   
 How:    Generally   speaking   Bacardi   is   somewhat   of   a   powerhouse   in   the   beverage   manufacturing   industry   and   it   will   be   interesting   to   find   out   how   competing   in   the   same   market   as   Brown-‐Forman   will   affect   Brown-‐Forman’s   sales,   stock   prices   and   financial   position.   
 Why:    Having   a   company   that   is   a   partner   and   competitor   at   the   same   time   is   an   oxymoron   so   the   interesting   thing   within   the   next   years   will   be   to   find   out   how   the   market   in   Europe   will   be   divided   between   both   companies.   Also,   how   comparable   will   the   two   bourbons   be?   
 Effect:    When   Bacardi   announced   that   it   would   be   entering   the   bourbon   market   there   was   a   immanent   plummet   in   Brown-‐Forman   stock   ($90.78   to   $89.50).   Surprisingly,   a   few   days   after   the   stock   price   reached   an   all   time   high   for   Brown-‐Forman.   Whatever   strategy   these   two   companies   are   using   is   working.   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   14   
 Template   for   Course   Project   Assignment   #3-‐GROUP∗   due   4/30/15   Analyzing   and   Evaluating   the   Companies   in   Your   Industry   
  Warning:   finish   your   individual   assignment   early   so   you   can   start   on   this   group   project!   
  
 Industry   name   
 Beverage   Manufacturing   
 Your   full   names   
 James   Prescott,   Alex   Hernandez,   Jamie   Bush   
 Sect   #    5   
  Combine   the   data   you   collected   individually   and   make   comparisons   across   the   industry.      Warning:   finish   your   individual   assignment   part   2   early   so   you   have   plenty   of   time   to   work   on   this   group   assignment!      Monitor   your   teammates   to   make   sure   that   finish   early   as   well!      Part   1:   Compare   Financial   Ratios   (compiled   from   your   individual   assignments)      Part   1A:   Summary   data   on   profitability,   asset   utilization   and   financial   leverage      Insert   the   ratios   below   for   each   of   the   companies   in   your   group   based   on   the   most   recent   available   year.      Note   that   the   ratios   are   described   in   more   detail   in   the   textbook.               
 Company   name    ROE    ROA    Profit   margin   
 Asset   turnover   
 Debt   to   Assets   
 1. Constellation   Brands   Inc.    49.5%    17.7%    39.9%    .44    .65   
 2. Molson   Coors   Brewing    6.24%    3.5%    12.48%    .28    .44   
 3. Brown-‐Forman   Corp.    36.01%    17.1%    17%    1.02    .50   
 4.   (if   needed)                       
 Industry   average**   
 Brewers   –   21.8%;   
 Wineries   &   Distilleries   –   
 28.1%;   Soft   Drinks   –   
 24.8%   
 Alcoholic   Beverage   Industry   –   7.99%;      
 Non-‐Alch   Beverages   –   
 8.63%      
 Brewers   –   10.5%;   Wineries   
 &Distilleries   –   18.3%;   
 Soft   Drinks   –   10.7%   
 Alcoholic   Beverage   Industry   -‐   
 .38;   Non-‐Alch   Beverages   -‐   
 .678   
 .53   
 Source   of   industry   average**    Biz.Yahoo    CSIMarket.c
 om    Biz.Yahoo    CSIMarket.com   
 Unavailable   via   internet;   averaged   
 from   group.   
                                                                                                                                                                       ∗   Robert   Bowen   and   Jane   Jollineau   of   the   University   of   San   Diego   prepared   this   template.      Revised:   1/13/15.   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   15      **   It   is   probably   best   to   get   the   industry   averages   from   external   websites.      Note   that   the   ratios   on   these   websites   may   have   different   names   than   we   have   used   in   class   or   in   the   textbook.      Further,   you   may   not   find   all   of   the   ratios   you   have   calculated   so   begin   by   comparing   key   ones   you   can   find.      One   website   to   consider   is   the   “Industry   center”   at   http://biz.yahoo.com/ic/ind_index.html.      See   Blackboard   for   definitions   of   the   terms   used   on   Finance   Yahoo.      You   may   also   find   company   and   industry   information   by   searching   www.finance.yahoo.com   and   www.google.com/finance.      If   you   cannot   find   industry   ratios,   also   consider   http://www.bizstats.com/corporation-‐industry-‐financials/   where   you   will   have   to   drill   down   through   their   menus   to   find   your   industry.      This   will   give   you   most   of   the   ratios   that   you   need   for   comparisons,   but   they   may   be   old   (e.g.,   from   2009).      Finally,   as   a   last   resort,   you   can   just   average   the   firms   covered   by   your   group   and   call   that   the   industry   average.      Regardless,   please   tell   me   the   approach   you   used.   The   purpose   of   the   table   below   is   to   rank   each   company   in   your   group   from   highest   to   lowest   on   the   ratios   above,   except   for   Debt   to   Assets,   which   should   be   ranked   lowest   to   highest.      Insert   (an   abbreviated   company   name)   in   each   cell   below:      
 Rank    ROE   (highest   =   1)   
 ROA   (highest   =   1)   
 Profit   margin   (highest   =   1)   
 Asset   turnover   (highest   =   1)   
 Debt   to   Assets   (lowest   =   1)   
 1    Constellation       Constellation    Constellation    Brown-‐Forman    Molson   Coors   
 2    Brown-‐Forman    Brown-‐Forman    Brown-‐Forman    Constellation    Brown-‐Forman   
 3    Molson   Coors    Molson   Coors    Molson   Coors    Molson   Coors    Constellation   
 4                       
        Part   1B:   Liquidity      Compare   the   companies   in   your   group   on   liquidity   using   the   most   recent   available   year:      
 Company    Current   ratio    Quick   ratio*   
 1. Constellation   Brands    1.36    .34   
 2. Molson   Coors    .68    .59   
 3. Brown-‐Forman    3.88    2.31   
 4.   (if   needed)           
 Industry   average   (&   source**)    1.14   –      Biz   Stats   
 .21   –      CSIMarket.com   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   16      *   Quick   ratio   =   Quick   assets   (cash   +   short   term   investments   +   accounts   receivable)   ÷   current   liabilities   **   See   the   note   below   the   table   in   Part   1A.      
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   17   The   purpose   of   the   table   below   is   to   rank   each   company   in   your   group   from   highest   to   lowest   on   the   liquidity   ratios   above.      Insert   a   company   name   in   each   cell   below:      
 Rank    Current   ratio   (highest   =   1)   
 Quick   ratio   (highest   =   1)   
 1    Brown-‐Forman    Brown-‐Forman   
 2    Constellation    Molson   Coors   
 3    Molson   Coors    Constellation   
 4           
     Part   1C.   Compare   your   common-‐sized   statements      Each   of   you   prepared   common-‐sized   income   statements   in   part   2D   of   your   first   Individual   Project   Assignment.      Comparing   these   data   across   firms   and   across   time,   what   is   your   overall   assessment   of   the   expenses   of   the   companies   you   analyzed?      Refer   to   any   numbers   or   ratios   in   your   brief   summary.      
 Comparing   the   three   companies:   Constellations   Brands,   Molson   Coors   and   Brown-‐Forman,   based   on   their   common   sized   income   statements   we   can   identify   a   few   trends.   One   of   the   first   components   analyzed   was   where   the   companies   were   spending   the   majority   of   their   money;   in   other   words,   what   the   companies’   biggest   expense   was.   The   biggest   expense   were   cost   of   sales   for   Molson   Coors   (42%),   operating   expense   for   Brown-‐Forman   (24.61%)   and   cost   of   goods   sold   for   Constellations   Brands   (59.08%).      Speaking   about   Constellations   Brands   it   was   a   red   flag   in   a   way   that   the   cost   of   goods   sold   was   so   high.   Comparing   that   cost   of   goods   sold   to   that   of   Coors   and   Brown-‐Forman   we   can   see   that   the   other   two   are   a   lot   smaller:   Coors   (42%)   and   Brown-‐Forman   (23.14%).      
 Another   factor   taken   into   consideration   for   comparison   was   net   income.   Constellations   Brands   had   the   biggest   net   income   by   far.   Net   income   amounted   to   39.32%   of   revenue.   On   the   other   hand,   Coors   net   income   was   12%   and   Brown-‐Forman   was   16.7%.   Constellations   Brands   surpassed   the   other   two   companies   in   net   income   by   over   double   the   amount   indicating   that   Constellations   did   well   in   sales   and   keeping   their   expenses   a   lot   lower   than   sales.   
  Finally,   the   last   item   compared   was   general   and   administrative   expenses.   This   was   important   to   consider   in   order   to   get   an   idea   of   how   the   companies   were   managing   and   administrating   operations.   These   numbers   were   not   too   distant   from   each   other.   Coors’   general   and   administrative   expenses   were   20%,   Constellations   Brands   was   18.39%   and   Brown-‐Forman   was   17.38%.   Although   the   numbers   were   closely   tied   together,   Brown-‐Forman   had   the   lowest   percentage   of   those   expenses.   From   this   it   can   be   inferred   that   Brown-‐Forman   is   keeping   some   operation   expenses   lower   than   other   companies   in   the   industry.   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   18         Part   1D.   Discuss   your   overall   analyses      What   is   your   overall   assessment   of   the   (i)   financial   condition   and   (ii)   performance   of   the   companies   you   analyzed?      Refer   to   any   of   the   above   numbers   or   ratios   in   your   brief   summary.      
 Our   analysis   of   the   beverage   manufacturing   industry   covers   Constellations   Brands,   Molson   Coors,   and   Brown-‐Forman,   which   are   three   of   the   major   commercial   companies   in   this   given   industry.   In   terms   of   their   numbers,   these   companies   averaged   out   at   1.97   for   their   current   ratios,   which   is   actually   above   the   market   value.   This   shows   healthier   companies   that   are   able   to   pay   off   short-‐term   debt   with   current   assets   such   as   cash,   receivables,   and   other   short-‐term   assets.   The   only   company   in   this   comparison   with   a   poor   current   ratio   was   Molson   Coors,   with   a   current   ratio   of   0.68.   This   statistic   indicates   that   the   company   is   less   capable   of   paying   off   their   short-‐term   debt,   and   are   less   liquid   than   other   players   in   beverage   manufacturing   at   this   point   in   time.   The   next   ratio   examined   is   the   quick   ratio,   which   measures   the   ability   of   a   company   to   pay   off   its   short-‐term   liabilities   with   its   most   liquid   assets.   In   this   respect,   all   our   companies   were   above   the   market   average   of   0.21,   which   seems   to   be   a   fairly   low   number   generally   speaking.   Moreover,   a   significant   factor   to   examine   in   the   beverage   manufacturing   industry   is   the   fact   that   these   three   brands   appear   to   have   a   large   share   of   their   assets   tied   up   in   inventories,   with   the   exception   of   Brown-‐Forman   that   had   a   2.31   quick   ratio.   The   quick   ratio   is   common   indicator   of   liquidity,   so   in   the   case   of   Brown-‐Forman,   it   is   a   very   liquid   company.          A   good   measure   of   a   company’s   effectiveness   is   the   return   on   equity   or   return   on   assets   ratios.   These   numbers   show   how   effectively   a   company   uses   its   assets   or   equity   in   terms   of   its   net   income.   Accordingly,   Molson   Coors   is   worth   noting   for   both   of   these   ratios   because   their   numbers   are   so   low.   They   are   very   ineffective   in   using   assets   or   equity,   and   fall   below   the   industry   averages.   Registering   at   6.24%   and   3.5%   respectively,   where   both   Constellation   and   Brown-‐Forman   Corp.   exceeds   the   average   by   at   least   10%   in   both   ratios.   This   same   pattern   bleeds   over   in   the   profit   margin   of   the   companies   too,   which   is   a   position   that   Molson   Coors   falls   into   place   with   the   lowest   profit   margin,   and   Constellation   Brands   resides   at   the   top.   This   makes   sense   because   the   profit   margin   is   the   percent   of   every   dollar   made   is   earned   as   profit,   and   if   Coors   were   inefficient   in   using   its   equity   or   assets   then   it   would   have   a   lower   profit   margin.   This   also   may   be   because   Coors   is   a   bigger   company   and   has   more   expenses   to   worry   about.   Another   interesting   point   is   in   the   asset   turnover   ratio,   where   Brown-‐Forman   has   an   incredibly   high   turnover,   1.02   to   be   exact.   This   means   that   Brown-‐Forman   is   actually   more   efficient   with   its   assets   then   the   return   on   assets   might   appear   to   show   us.   This   asset   turnover   ratio   shows   the   revenue   from   assets,   which   in   some   ways   is   better   than   measuring   total   assets   against   net   income.          Overall,   each   of   these   companies   show   very   different   ratios   and   numbers   in   the   industry.   Judging   by   the   ratios   we   believe   that   Constellations   Brands   is   the   best   investment   to   make.   They   utilize   their   equity   and   assets   very   well,   they   have   a   good   revenue   return   on   their   assets,   and   they   report   the   ability   to   pay   off   liabilities   if   things   were   to   go   wrong.   STZ   appears   to   be   the   healthiest   company   of   the   bunch   that   we   analyzed;   and   based   off   existing   consumer   trends   and   the   international   marketplace,   Constellation   Brands   should   be   set   to   grow   even   more.          
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   19   Part   2:   Compare   Stock   Price   changes   (compiled   from   individual   Stock   Monitoring   Worksheets)      A.   Record   the   stock   price   data   below   for   each   of   the   companies   in   your   group   based   on   the   most   recent   available   year:      
 Company    Stock   exchange*   
 Beginning   stock   price      
 Ending   stock   price      
 %   change   in   stock   price**   
 1.      Constellation   Brands       NYSE    111.32    116.00    4.2%   
 2.      Molson   Coors    NYSE    78.62    75.93    -‐3.4%   
 3.      Brown-‐Forman    NYSE    91.96    94.94    3.1%   
 4.   (if   needed)                   
  *   No   numbers   are   required.      Just   tell   me   what   stock   exchange   each   company   trades   on,   e.g.,   New   York   Stock   Exchange   (NYSE),   Nasdaq,   AMEX      **   %   change   in   the   stock   price   =   (ending   stock   price   at   4/23/15   –   beginning   stock   price   at   2/3/15)   ÷   beginning   stock   price   at   2/3/15.      You   may   express   this   as   either   a   decimal   fraction   or   a   %,   but   do   not   mix   the   two.               B.   Plot   the   Stock   Prices   of   the   Best   and   Worst   performers   above   against   a   Stock   Price   Index      
           
 Constellation   
 Molson   Coors   
 NYSE   
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   20         C.   Discuss   the   Stock   Price   Trends      Discuss   below   the   factors   that   you   believe   resulted   in   the   above   stock   market   trends   for   the   best   and   worst   performers   (relative   to   the   broader   stock   index).      Are   the   stock   price   changes   consistent   with   the   ratio   analysis   you   conducted   in   part   1   above?      Relative   to   the   top   performer   of   the   industry   during   this   project   period,   I   believe   that   the   ratios   correctly   correlate   to   the   performance   of   Constellation   Brands;   and   in   addition,   show   the   relationship   of   TAP’s   performance   relative   to   their   “bottom   of   the   barrel”   numbers.   However,   a   period   of   less   than   three   months   is   not   a   long   enough   trial   to   collect   data   on   the   valuation   of   these   companies.   Similarly,   this   fact   is   highlighted   by   the   positive   growth   and   success   that   Molson   Coors   has   undergone   in   the   past   5   years;   yet   a   negative   Q4   and   Q1   now   portray   the   company   in   a   downward   cycle.   In   relation   to   the   broader   NYSE   index,   companies   in   general   have   been   rebounding   from   the   previous   recession;   and   have   enjoyed   the   fruits   of   the   major   indices   reaching   all-‐time   record   highs.   As   such,   a   better   indicator   of   comparing   these   ratios   to   overall   performance   (between   industry   related   companies,   and   the   broader   index),   would   be   a   two-‐year   comparison   to   encompass   a   larger   range   of   data   and   economic   conditions.   Nevertheless,   it   is   not   always   the   case,   but   in   this   particular   instance,   the   comparison   of   ratios   and   performance   listed   throughout   project   parts   1   and   2   seem   to   be   an   accurate   portrayal   of   stock   prices.         Part   3.      Your   recommendation   as   an   analyst/investor      Based   on   your   analysis   of   each   company   and   the   industry,   for   each   of   the   companies   you   covered,   state   whether   you   would   recommend   buying   more   (“buy”),   holding   the   stock   you   have   (“hold”)   or   selling   (“sell”).      Briefly   state   why   in   the   space   provided.      
 Company    Recommen-‐dation*    Briefly   discuss   your   reasoning   below   
 1. Constellation    Buy   
 With   regards   to   industry   averages,   along   with   overall   performance,   STZ   is   a   perpetual   racehorse.   This   stock   is   rated   as   a   buy   given   the   positive   future   earnings   forecast,   and   the   company’s   ability   to   outperform   displayed   throughout   the   previous   operating   cycle.   In   addition,   the   company   has   beaten   industry   averages   handily   with   the   following:   approximately   2x   over   industry   ROE   at   49.5%   (vs.   25%);   2x   over   industry   ROA   at   18%   (vs.   8%);   and   STZ   is   well   over   industry   profit   margin   by   3x   at   approximately   40%   (vs.   13%).   Although   they   have   a   marginalized   gain   over   the   industry   regarding   current   and   quick   ratios,   this   is   likely   due   to   large   expenditures   of   cash   and   current   assets   for   recent   acquisitions   in   the   past   operating   year.   The   most   recent   posting   of   2014-‐15   FY   financial   statements   (not   included   in   this   project   –   just   released   4/28/15)   indicate   major   payoffs   of   short   and   long   term   debt,   while   still   producing   strong   revenue   flow   (profit   margin   of   14%).   These   factors   should   help   to   alleviate   any   remaining   investor   concerns   or   doubts   over   liquidity   and   solvency   issues.   Consequently,   STZ   is   rated   a   buy   -‐   rather   than   a   strong   buy   -‐   as   it   will   be   very   difficult   to   continue   posting   a   profit   margin   3x   over   the   industry   average,   as   shown   by   the   most   recent   year’s   statements   (this   is   almost   an   anomaly   due   to   the   acquisitions   
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 this   operating   cycle)   –   expect   to   these   numbers   continue   to   normalize,   while   still   outperforming   the   industry   in   future   years.   
 2. Brown-‐Forman    Buy   
 In   its   2014   operating   cycle,   BF-‐B   has   continued   to   outperform,   while   sitting   well   above   industry   averages   in   many   categories.   This   stock   is   rated   a   buy   due   to   its   excellent   profit   and   performance   ratios,   with   above   average   ROA,   ROE,   and   profit   margin.   In   addition,   the   company   has   maintained   average   solvency,   while   positioning   themselves   into   a   position   of   high   liquidity.   Similarly,   only   time   will   determine   the   nature   of   a   current   ratio   and   quick   ratio   so   far   above   the   industry   average;   however,   analysts’   consensus   agree   that   it   could   stem   from   continued   dividend   payouts,   or   a   possible   high   volume   stock   re-‐purchasing   program,   which   both   require   significant   amounts   of   cash   on   hand.   Although   BF-‐B   has   seen   more   limited   gains   through   its   stock   in   comparison   to   other   top   industry   performers,   expect   to   see   this   number   continue   to   increase   with   a   positive   future   earnings   and   revenue   forecast.   BF-‐B   is   rated   a   buy.   
 3.            Molson   Coors    Sell   
 After   3   to   5   years   of   a   positive   upswing,   Molson   Coors   has   had   a   tumultuous   year   between   the   announcement   of   a   departing   CEO   (WSJ),   and   an   underwhelming   performance   across   the   board.   In   particular,   the   company   has   underperformed   relative   to   most   major   performance   metrics,   with   a   dismal   ROA   and   ROE;   and   below   average   profit   margin.   Similarly,   these   numbers   were   capped   off   by   a   drop   in   sales   and   profits   during   Q4   (WSJ),   which   was   shortly   followed   by   the   announcement   of   their   CEO   stepping   down   without   a   successor   plan   in   place.   Given   the   current   economic   climate   within   the   company,   this   departure   has   the   potential   to   lead   to   uneasiness   among   investors   (Are   there   intercompany   issues   unbeknownst   to   the   public?   Is   the   future   no   longer   bright?).   In   addition   to   the   aforementioned   turmoil,   the   company   has   invested   in   a   risky   strategy   in   Europe,   where   they   are   currently   receiving   51%   of   their   revenue   flow   (WSJ).   Although   the   company   has   seen   solid   returns   over   the   three   year   mark,   this   current   strategy   is   a   miss   due   to   the   trending   drop   in   the   Euro.   Therefore,   the   impacts   of   a   reduced   Euro   and   revenue   flow   have   led   to   less   volume   sold,   which   has   amounted   to   reduced   sales   and   profits.   In   addition   to   growing   trouble   with   the   Eurozone,   a   volatile   political   climate   and   relationship   with   Russia,   including   its   proximity   and   influence   within   various   European   countries,   potentially   poses   a   problem   to   an   American   born   company   with   global   operations   in   the   area   (see   Russia’s   ongoing   investigations   of   McDonald’s   in   RU   -‐   WSJ).   Consequently,   the   combination   of   uncertainty   within   the   C-‐suite,   along   with   a   risky   global   strategy,   has   led   to   an   exposed   position   for   investors;   and   we   recommend   selling   this   stock   in   the   interim.   On   a   positive   note,   the   company   has   seen   terrific   gains   within   the   past   five   years;   and   there   is   still   the   potential   to   see   future   growth   assuming   management   devises   a   proper   way   to   accommodate   new   leadership,   while   dealing   with   their   global   strategy   issues.   
 4.   (if   needed)           
  *   Buy,   hold   or   sell   (and   feel   free   to   embellish   if   you   feel   strongly,   e.g.,   “strong   buy”   or   “strong   sell.”)            
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 Acct   201   Course   Project   Assignment   #1-‐IND   for   [Brown-‐Forman]    page   22      Part   4.      How   would   you   rate   this   project   for   helping   you   learn   about   your   companies,   their   financial   reporting   and   their   stock   prices?      (please   change   one   word   below   to   Bold   underlined   typeface)      
 Excellent                  -‐            Very   good                              Good                              Fair                              Poor                              Very   poor         Part   5.      Your   recommendations   on   improving   this   project?      List   your   recommendations   (if   any)   on   improving   this   project   for   future   students.         [Insert   any   suggestions   here   and   use   additional   pages   if   necessary]      Thanks!      This   project   offers   a   terrific   opportunity   for   students   to   learn   the   inner   workings   of   financial   statements   in   an   accessible   and   friendly   way.   However,   I   think   that   earlier   deadlines   for   project   parts   1   (we   understand   that   it   takes   several   weeks   for   students   to   learn   the   basic   tools   required   for   completion   of   part   1,   with   a   similar   situation   for   part   2;   yet   I   think   pushing   students   to   research   and   learn   the   concepts   and   numbers   on   their   own   through   a   mixture   of   class   lessons,   along   with   trial   and   error,   is   a   great   way   to   incorporate   the   knowledge   as   a   whole)   and   2   would   be   an   interesting   idea,   thus   allowing   for   greater   group   collaboration;   the   possibility   of   covering   group   specific   industries   in   greater   depth;   and   allowing   for   more   real-‐world   context   within   the   scope   of   the   project.   Overall,   an   excellent   semester   project:   5.5/6.   
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