ACCOUNTING FOR LAWYERS:
APEX Corporation Assignment

In this assignment, assume that you are the attorney for an individual who has received an
offer tojoin Apex Corporation, alocad manufacturingfirm. The offer isfor amanagement position
with salary and benefitsthat your client finds attractive. Before accepting the offer, however, your
client has asked you to take alook at the firm’smost recent financial statements (attached) and give

your assessment of the firm’sfinancial position.

In apreliminary review of the financial statements, you have dready discovered that Apex
Corp.’ sfinancia statementsfrom December 31, 1999, through December 31, 2000, wereexactly the
sameasthefinancia statementsof the hypothetical firm discussed in section 2 of Chapter Four. The
only new information in the Apex Corp. financial statements relates to the period from December
31, 2000, through December 31, 2001.

For purposes of this assignment, you should focus your attention on Apex Corp.’ sfinancial
performance during 2001 and its financial position as of December 31, 2001. In particular, please
calculae the measures of financial performance described in section 6 of Chapter Four, and then
consider the most important waysin which the firm’ sfinancial position changed over the course of
2001. To the extent relevant, you may wish to make comparisons between Apex Corp.’sfinancial
performancein 2001 and its performance in the previous year. What advice would you give your

client?

Good luck.
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Apex Corporation

Balance Sheets
(For December 31, 1999, December 31, 2000, and December 31, 2001)

Assets
Cec. 31,2000 | Dec, 31,2000 |Dec. 31,1509
Current Assets
Cash 112 700 hobs 807 $750,000
Accounts Receivable $1 550,000 51,000,000 $i525,000
Lnbilled Accounts Receivable 52 250,000 - -
Imventory (LIFO) $250 000 $1,650,000 | §1.250,000
Frepaid Expenses $35 000 $160,000 $1585,000
Total Current Assets | R4 257 700 3,415,807 | $3,010,000
Property, Plant, Equipment & Land $2 500,000 $3,000,000 | $2,250,000
Accurnulated Depreciation (§1.,060,000) ($300,000) (§540,000)
Cost Less Depreciation 1,440,000 $2,200,000 | $1.710,000
TOTAL ASSETS §5 BO7 700 $5,615,807 | $4,720,000
Liabilities and Owners' Equity
Oec. 31,2001 |Dec. 31,2000 |Dec. 31,1509
Current Liahilities
Accounts Payable §750 400 $540,000 $535,000
Accrued Expenses F260,000 5257 167 $197 500
Incare Tax Payahle $181,300 $23.,5940 $36,000
Short-term Motes Payable F425 000 $E25,000 $E00,000
Taotal Current Liabilites | B B16700 $1.546,107 | §1,3658,500
Long Terrn Motes Payable $550,000 §750,000 $E00,000
TOTAL LIABILITES | F2AREFO0 | $2205107 | %1968 500
Crwners' Equity
Capital Stock (200000 shares
at 12/31,/99 and 1243198
and 195 000 shares at 12/31,097) F775 000 §775.000 §725 000
Retained Earnings $2 456 000 $2.544 700 | $2,026,500
Total Chwners' Equity | §3.231.000 $2.319,700 | §.751,500
TOTAL LIABILITIES & OWHNERS' EQUITY $5 697 700 ¥5 615,807 | §4,720,000

IV-167




Apex Corporation

Income Statement

{2000 and 2001)

2001 2000
Sales Revenue 13,400,000 F10.400,000
Cost of Goods Sold Expense (53 150,000 (6 760,000
Gross Margin o 200000 5 640,000
Operating Expenses (53,620,000 [F2,020,0007
Depreciation Expenses (260,000 [F260 000
Operating Earnings 1,370,000  $1,300,000
Extracrdinary Gain from Sale of Land F450,000 —
Irterest Expense [E210,0007 (F103 0007
Earnings before Income Tax L W E0000 [ F1 197 000
Income Tax Expense [F590,0007 [F475 5000
Met Income $1,020000 F715 200
Apex Corporation
Statements of Cash Flow
{2000 and 2001)
2001 2000
Cash Flows from Operating Activities
Het Income o F1,020,000 . Friez00
Accounts Receivable Increase (RESE0,0007% | (175,000
Unbilled Account Receivable Increas, (52,250,000 -
Imventony Decrease (Increase) F4,440,000 L CE0, 0007
Frepaid Expenses Decrease i 65,000 L F245.000
Depraciation Expense - F2E0,000 | F260,000
Accounts Payable Increase < F110,400 F105,000
Aeccrued Expenses Incre ase _ F2.233 F59 557
Incame Tax Fayable Increse (Decrea;, F157 360 (512 0507
Cash Flowe Adjustments to Met Incom: L TESA07 (F177,202
Cash Flow fram Operating Adivities L F255,593 F540,807
Cash Flows from Investing Activities
Sale (Purchase) of PPEE L F500,000 (F7E0,000
Cash Flowes from Financing Activities
Short-Term Debt Borrowing (Repaym_ CF200,000% F24,000
Long-Term Debt Borrowing ] F400,000 F450,000
Capital Stodk Izsue %0 F580,000
Dividends Paid Stockholders (F1, 108 7oy (F200, 000
Cash Flow Adjustments to Net Incam: . CF1.208 700 L F25,000
Increase [Decresse]in Cash during Year L E4E3,107 5124,193
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