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Balance Sheet

Fixed assets
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Gross "Prepty + Equiput"
Less : acc. Depru....
Net Prop.+ Eq.
luv. in subs

Total asset

i

Current Links.
accts. & Note Payable

Accrued Expenses
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CL + LTL + SE =

4.11 Depreen . is an expence
:: Capd." outlary

(a short debt is expense

3it accrual is from current opus.
Appreen is not accrual
Realizy. by sale is required
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l
SE

Gaap is a common language.
FaSB is arbiter.

Accrual basis of income + cost. ( Different from tax accts.)
A accts reible que income

?)

ILSE

are not expenses, when made.
On Inc. Statement deduct costs in steps

On Balance Sheet, u th are
agquepated sepenality
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1. Liquidity

a Current Ratio

datios

2.0 is "par".
1,0 is Trouble.

b . Quick ratio =

!.0 is ok

a.
2. Asset Mguut. Ratios

Co Mection Period

Flow

Current Ass

.c.a.

True of bathtubs ; moneyFlow
Fund

C.L.

11

luvy.

Nore fundamental eqn. of tmnown .

Fund Pd.

Liab.

lecits. Rec.
tules/qu

in accts ;

Turnover
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365
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When with are

(bork are mord...at cost.
Hif much value is added along
itwill show how later)

"Wot # ZL .

1

fungible, ratio is the

6. Inventory Tinnover . Good cold
inventory

H
Sales Juvy

is much
higher

;

+ 6 luvy/tales ratio , Nov, '84, just reported, is 1.36 mos., at all bus.stages"."
= $5646. so try is . 14. Tax biar keeps invy. too low. Oilinvy.

c. Fixed Anet Turnover =
luvy

Fixed assers grocing lower

generally
of fixed assets.

Sales

valid !

the only way to

expenser

you

This can need modifying
along theway. 1.

Recovery
F.a.

Land doesn't turn, so base shd, be

= F.a.t.

Varely o`states turnov.

Dayinc. & unrec. cap

ask

6

F.Q..T ..

= recovery

I will distrib , paper on

asF.G. T. is too important to neglect,

F.Q. - Land.)

P. does.
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I's neglect of this imptul. topic is to all too typical

of many lange firm..
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E.g. Fluor Engs. v.c, all over would in 110s, hargvie,

3. Debt Mignut. Ratios

+

d. Toral Cusset Tunnowm.

a.

No more valid Than Fill.I..

I High ratio shows use of leverage

Easta $

Eston

Total tube

T.a.

|

b ...".Timer interest earned

EBIT
THE

C.E., gross

Debt Service

C.F. (Cet)

wore

Price of goods sold.

G laka bond

Beware of fetishes - they replace twinn. I
| off-balance fucq.)

7

money

a
coverage. fetish w. boud counsels)

they replace tuin, & analysis. E.g. of
Ì
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Fixed changes coverage ratio

EBIT + leave obligus.
lut + lease obligus

1.p.58, is widely used performance standard of
It"effice of miquet."!" ["Yet is of clubious value

#penalizes volume ; rewards underntilizing fixed
assiti.

you

Net Profic Margin

b.

lower this ratio.
If become

New Income
Sales

If double sales, and & N.l. by 25.90 ,

a pune vention, ratio is 100 40

ch

Net luc. Lt. lut. I presume)
Return on.I.Cl . T.A.

This is theonly performance standard to max.
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i. E.g. of Getty leanholds

ii. E.g. of holding timber

iii . E.g. of vising is prop.
V =
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c. Reemu on

5. Market Ratios

a. P/E.
b .
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1-2
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Ü
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}}
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carüngs

V
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Se lone System ", from the ca. 1920.
su

1. Praise P.S. Dufout.

(P.

Yo

2. Soaldson Brown

3 .

t control

Carning = Profit margin x turnover
Fa

Advantages
1.

Brown & Gu

says they

Breaks out I imptat. Variables for reparate observation

"profitability" (= profit margin

asset utilizu " ( = turnover)

1

used T.A.T.)

lo

(In practise that meant quing respectability
speeding payback.)

2. Easy to communicate

We have seen t will see how under this

system is, mach. & intellectually.+ That it was

considered a great advance gives you an idea
of what dull pencils are used in running busium

is how you can profit !
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I

who taxes. CEBT

'

CV Marke
Sater- expenses

w/o depan.

Imc

tepun

Cash Flow

CERCLE Malersales.=

CF + Takes = luc.
CF = luc Tulu

tules = C.F.

luc . = EBT

expenser.
But taxes depend on income , which is on CEBT-Dep

CEAT= CEAT- TLCFBT- Dep) = CFAT(1-7) + + Dep

over real & Gual dep , use(Hew, we skip
Tux dejun, only)|

T

THENtaxes = LEBT- Turys

"Deferred tax acet " is almost entirelydue to diffs.
of Galet den. & Tux denn.
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"Forever Frist" )
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aCRS, p. 91.
18

15
10

5
}

15, 10,53

Now under heavy attack.

Bian

Corp. I is 46 % muc., from flook

some the matters, M

intely.

Real Estale ?
p.u.

us.

l.x. cans.

& Most equipment, fumitume, fixtmen
Vehicles

a.
b.

deductible.
c.

inventory in
No ITC

90

A inv. is taxed, bes. cost of goods not sold in

Even if FIST. (andif theLine, is maintained, itis

phantom profit from influ, is taxed immed

d. Never deduct faster than used

2

up.
(but a few special, growing inventories get cap.gains :

oil reserves; timber; cattle, racehorses.)
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3468
Departmentof the Treasury
Internal Revenue Service (0)

Name(s) as shown on return

Form

1 Recovery Property

Part Elections (Check the box(es) below that apply to you (See Instruction D).)
A I elect to increase my qualified investment to 100% for certain commuter highway vehicles under section 46(c)(6)
B I elect to increase my qualified investment by all qualified progress expenditures made this and all later tax years .

Enter total qualified progress expenditures included in column (4), Part II ►
C I claim full credit on certain ships under section 46(g)(3) (See Instruction B for details .) .

Part Qualified Investment (See instructions for new rules on automobiles and certain property with any personal use)
(2) (4)

Unadjusted Basis

Regular
Percentage

Section 48(q ) Election to
Reduce Credit (instead

of adjusting basis)

Computation of Investment Credit
~ Attach to your tax return.

Schedule B (Business Energy Investment Credit) on back.

7 10% of line 5
8

New
Property

18

Used
Property

·

New
Property

19
20

Line

(a)
(b)
(c)
(d)
(e)

Used (g)
Property (h)

(1)
Class of
Property

3-year
Other

3-year
Other

2 Nonrecovery property- Enter total qualified investment (See instructions for line 2)
3
4
5 Total qualified investment in 10% property—Add lines 1 (a) through 1 (h ) , 2 , 3 , and 4 (See instructions for

special limits) .
6 Qualified rehabilitation expenditures- Enter total qualified investment for:

3-year
Other

a 30-year-old buildings
b 40-year-old buildings
c Certified historic structures (You must attach NPS certification- see instructions) .

Part I Tentative Regular Investment Credit

3-year
Other

New commuter highway vehicle- Enter total qualified investment (See Instruction D(1))

Used commuter highway vehicle- Enter total qualified investment (See Instruction D(1))

15% of line 6a .
9 20% of line 6b .

10 25% of line 6c
11 Credit from cooperatives- Enter regular investment credit from cooperatives
12 Regular investment credit—Add lines 7 through 11 . .
13 Business energy investment credit—From line 11 of Schedule B (see back of this form)
14 Current year investment credit Add lines 12 and 13

15 Carryforward of unused regular or business energy investment credit from 1983
16 Total- Add lines 14 and 15 .

Part IV Tax Liability Limitations

.

17 a Individuals- From Form 1040 , enter amount from line 46
b Estates and trusts- From Form 1041 , enter tax from line 26a , plus any section 644 tax on trusts
c Corporations- From Form 1120 , Schedule J , enter tax from line 3 (or Form 1120 -A , Part I , line 1) .
d Other filers -Enter tax before credits from return

(3)
Applicable
Percentage

60
100
60

100
40
80
40
80

a Individuals- From Form 1040 , enter credits from line 47 , plus any orphan drug, nonconventional
source fuel, and research credits

b Estates and trusts-From Form 1041 , enter any credits from line 27d .
c Corporations- From Form 1120 , Schedule J , enter credits from lines 4(a) through 4(e) (Form

1120-A filers, enter zero)
d Other filers- See instructions for line 18d .
Income tax liability as adjusted (subtract line 18 from line 17) .

a Enter smaller of line 19 or $25,000 . (See instructions for line 20)
b If line 19 is more than $25,000- Enter 85% of the excess.

21 Investment credit limitation- Add lines 20a and 20b
22 Total allowed credit-Enter the smaller of line 16 or line 21. This is your General Business Credit for 1984. Enter here and on Form

1040 , line 48; Form 1120 , Schedule J , line 4(f) ; Form 1120 -A , Part I , line 2 ; or the proper line of other returns

For Paperwork Reduction Act Notice , see separate instructions.

2
3

5

6a
6b
6c

Note: Ifyou have a 1984 jobs credit (Form 5884), credit for alcohol used as fuel (Form 6478), or employee stock ownership plan (ESOP) credit (Form
8007), in addition to your 1984 investment credit, you must stop here and go to new Form 3800, General Business Credit, to claim your 1984
investmentcredit. Ifyou have only the investment credit (which may include business energy investment credit) oran investment credit carryforward
from 1983, you may continue with lines 15 through 22 to claim yourcredit.

780

9
10
11

12
13
14

15
16

17

18

OMB No. 1545-0155

19
20a
20b
21

1984
24

Identifying number

22

Qualified Investment
(Column 2 x column 3)

Form 3468 (1984)



Form 3468 (1984)

Schedule B.- Business Energy Investment Credit
1 Enter on lines 1 (a) through 1 (e) your qualified investment in business energy property that is the kind listed in the instructions for line 1 , column (2).

(1) (3) (4)
Class of Property Unadjusted Basis/

or Life Years Basis

(5)(2)
CodeType of Property Applicable

Percentage
60
100

33 ¹3
66 ¾

100

2

3

Recovery

Nonrecovery

Recovery

Nonrecovery

Line

(a)
(b)
(c)
(d)
(e)

Nonrecovery

Total 10% energy investment property— Add lines 1 (a) through 1 (e), column (5)

Enter on lines 3(a) through 3 (e) the basis in qualified hydroelectric generating property . Enter nameplate capacity of the property (see instructions for
line 3)

(a)
(b)
(c)
(d)
(e)

3-year
Other

3 or more but less than 5

5 or more but less than 7

7 or more

(a)
(b)
(c)
(d)
(e)

3-year
Other

3 or more but less than 5

5 or more but less than 7

7 or more

3-year
Other

4 Total 11% energy investment property-Add lines 3(a) through 3(e), column (5)

5 Enter on lines 5(a) through 5(e) the basis in energy property that is solar equipment , wind equipment , ocean thermal equipment , or geothermal
equipment . (See instructions for line 5 , column (2).)

Recovery

3 or more but less than 5

5 or more but less than 7

7 or more

6 Total 15% energy investment property-Add lines 5(a) through 5(e), column (5) -

7 Enter 10% of line 2

8 Enter 11 % of line 4
9 Enter 15 % of line 6

10 Cooperative credit- Enter business energy investment credit from cooperatives
11 Tentative business energy investment credit Add lines 7 through 10. Enter here and

on line 13 of page 1

Instructions for Schedule B
(Form 3468 )
Energy property must meet the same
requirements as regular investment credit
property, except that the provisions of
sections 48(a)( 1 ) and 48(a)(3) do not apply.
See Instructions for Form 3468 for
definitions and rules regarding regular
investment credit property.

Energy property must be acquired new .
See sections 46(a)(2)(C) and 48(1)(1)
through (17) for details .

See section 48(1)( 17) for special rules on
public utility property, and section 48(1)( 11 )
(as amended by the Crude Oil Windfall Profit
Tax Act of 1980) for special rules on
property financed by Industrial Development
Bonds.

Specific Instructions
One Credit Only. If property qualifies as
more than one kind of energy property , you
may take only one credit for the property.

Lines 1 , 3 , and 5- Type of Property.
For definition of recovery and nonrecovery
property, see the separate Instructions for
Form 3468 .

Line 1- Column (2) .— Use the code
letters from the following list to indicate the
kind of property for which you are claiming
a credit . If you enter more than one kind of
property on a line , enter the code letter for
each kind of property in column (2) and the
code letter and dollar amount of each kind
of property in the right hand margin .

The code letters are:

60
100

33½
66 %

100

a . Biomass property
b. Qualified intercity buses (see section

48(1)(16)(C) for the limitation on
qualified investment for intercity buses
based on the increase in operating
seating capacity).

60
100
33½
66 %

100

2

Line 3.- Figure your qualified investment
in hydroelectric generating property . If the
installed capacity is more than 25

U.S. GOVERNMENT PRINTING OFFICE : 1984-423-224 E.I.

4

6
7

Qualified Investment
(Column 3 x column 4)

10

Page 2

11

megawatts , the 11 % energy credit is
allowed for only part of the qualified
investment. See section 48(1)(13)(C).

In the space provided in line 3 , enter the
megawatts capacity of the generatoras
shown on the nameplate of the generator.

Line 5- Column (2) .— Use the code
letters from the following list to indicate the
kind of property for which you are claiming
a credit . Be sure to put the code or codes on
the line for the correct recovery period or
life years as explained in the instructions for
line 1 , column (2).
c. Solar equipment (but not passive sola

equipment)
d . Wind equipment
e . Ocean thermal equipment
f. Geothermal equipment

43-0787287

See sections 48( 1)(4) and 48 ( 1)(3)(A)(viii)
and (ix) for definitions and special rules that
apply to these kinds of property.
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Face & Macro

Reverse Mortgages,
IRMQ = "Indi". Retirement Mortgage Acct. "

1

stayed out..
Pry. Backe

1981, FHL88. first authorized. But 5t2s were strapped,
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reverse enne tyuby morgage.

Loan requid upon sale of hous.
Max. 10u = yus.. te is most common.

Amorku veniation, it's a life amunity, and lender
shares in any appreciation of the house.
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