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Name ______________________________

Use the information on the following pages to answer questions 1 – 10.  Note:  Each of the questions are worth 10 points.

For questions 1 through 6, assume you are calculating Boeing’s EVA for 1997 using the Harnischfeger simplified approach we discussed in class.  What would you enter for each of the following:

1. In calculating NOPAT, what should be entered for "Goodwill amortization"?

2. In calculating NOPAT, what should be entered for "Change in LIFO provision"?

3. In calculating Capital, what should be entered for "Plant & Equipment"?

4. In calculating Capital, what should be entered for "Capitalized R&D"?

5.  When calculating Boeing's weighted-average cost of capital, the average interest rate on all of Boeing's debt must be calculated first.  What is the interest rate that should be used for long-term debt (before taxes)?

6.  In order to calculate Boeing's weighted-average cost of capital, what would be used for "Cost of equity capital"?

7.  What was Boeing's return on assets for 1997?

8.  What was Boeing's interest coverage ratio for 1997?

9.  Suppose you want to calculate Boeing's earnings per share for 1997 (so that you can determine Boeing's P/E ratio).  What was Boeing's earnings per share for 1997?

10.  Boeing's Return on Assets fell from 1996 to 1997.  List the two potential sources of this decline that Du Pont Analysis would reveal?
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Additional information listed by source:

Statement of cash flows:  Amortization of goodwill and intangibles was $104 in 1997 and $25 in 1996.

Footnote #1:

Goodwill at December 31 consisted of the following:

                                                     1997          1996

=======================================================================

Goodwill                                           $2,486        $2,486

Less cumulative amortization                          (91)           (8)

- ----------------------------------------------------------------------

                                                   $2,395        $2,478

==============================+=========================================

Footnote #9:  Cash income taxes paid were $112 for 1997 and $689 in 1996.  

Footnote #9:  The  U.S. federal statutory rate was 35 percent for 1996 and 1997.

Footnote #21:  Research & development expenses for the past 6 years are as follows:  1997 = 1924; 1996 = 1633; 1995 = 1674; 1994 = 2076; 1993 = 2077; 1992 = 2308; 1991 = 1771

Wall Street Journal:  Boeing stock price as of 12/31/96 was 
[image: image1.wmf]2

1

106

; Boeing stock price as of 12/31/97 was 
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Wall Street Journal:  The return on U.S. Treasury Strips was 6.49% as of 12/31/96 and was 5.78% as of 12/31/97.

Value Line:  The beta on Boeing's stock was 0.94 as of 12/31/96 and was 0.95 as of 12/31/97.

Standard & Poors:  The bond rating for Boeing's Senior Long-term debt was Aa for 12/96 and Aaa for 12/97.

The Federal Reserve Bulletin reports that the average interest rate on corporate debt were as follows:

Rating
12/96
12/97
Aaa
7.20
6.76

Aa
7.41
6.99

A
7.51
7.05

Baa
7.89
7.32

THE BOEING COMPANY AND SUBSIDIARIES

                    CONSOLIDATED STATEMENTS OF OPERATIONS

(Dollars in millions except per share data)

Year ended December 31,                       1997          1996          1995

==============================================================================

Sales and other operating revenues         $45,800       $35,453       $32,960

Operating costs and expenses                40,644        29,383        27,370

General and administrative expense           2,187         1,819         1,794

Research and development expense             1,924         1,633         1,674

Special charges                              1,400                       2,438

- ------------------------------------------------------------------------------

Earnings (loss) from operations               (355)        2,618          (316)

Other income, principally interest             428           388           280

Interest and debt expense                     (513)         (393)         (376)

ShareValue Trust                                99          (133)

- ------------------------------------------------------------------------------

Earnings (loss) before income taxes           (341)        2,480          (412)

Income taxes (benefit)                        (163)          662          (376)

- ------------------------------------------------------------------------------

Net earnings (loss)                        $  (178)      $ 1,818       $   (36)

==============================================================================

THE BOEING COMPANY AND SUBSIDIARIES

                CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

(Dollars in millions except per share data)

December 31,                                                1997          1996

==============================================================================

Assets

Cash and cash equivalents                                $ 4,420       $ 5,469

Short-term investments                                       729           883

Accounts receivable                                        3,121         2,870

Current portion of customer and commercial financing         261           774

Deferred income taxes                                      1,765         1,362

Inventories, net of advances and progress billings         8,967         9,151

- ------------------------------------------------------------------------------

  Total current assets                                    19,263        20,509

Customer and commercial financing                          4,339         3,114

Property, plant and equipment, net                         8,391         8,266

Deferred income taxes                                         15           143

Goodwill                                                   2,395         2,478

Prepaid pension expense                                    3,271         3,014

Other assets                                                 350           356

- ------------------------------------------------------------------------------

                                                         $38,024       $37,880

==============================================================================

Liabilities and Shareholders' Equity

Accounts payable and other liabilities                   $11,548       $ 9,901

Advances in excess of related costs                        1,575         1,714

Income taxes payable                                         298           474

Short-term debt and current portion of long-term debt        731           637

- ------------------------------------------------------------------------------

  Total current liabilities                               14,152        12,726

Accrued retiree health care                                4,796         4,800

Long-term debt                                             6,123         6,852

Shareholders' equity:

 Common shares, par value $5.00 -

  1,200,000,000 shares authorized;

  Shares issued - 1,000,029,538 and 993,347,933            5,000         4,967

Additional paid-in capital                                 1,090           920

Treasury shares, at cost - 164,667 and 30,440                 (9)           (1)

Retained earnings                                          8,147         8,896

Unearned compensation                                        (20)          (22)

ShareValue Trust shares - 26,385,260 and 26,119,702       (1,255)       (1,258)

- ------------------------------------------------------------------------------

   Total shareholders' equity                             12,953        13,502

- ------------------------------------------------------------------------------

                                                         $38,024       $37,880

==============================================================================
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