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Preface

The tourism sector has recently experienced a slower growth in sales activities due to the slowdown in economic
activities, the September 11, 2001 tragedy, the Iraqi War and most recently the outbreak of Severe Acute Respiratory
Syndrome (SARS). Whether this slower growth pace will continue over the next years is still a question mark. However,
one thing is certain; to stay competitive and increase profitability, tourism operators will have to be more vigilant in
managing their business establishments.

We are pleased to make available The ABCs of Financial Performance Measures and Benchmarks for Canada's Tourism
Sector Guides. There are six guides in the series:

* Guide 1 — Financial Planning: Key to Maximizing Your Bottom Line

* Guide 2 — Profiling Your Financial Statements

* Guide 3 — Financial Performance Measures and Benchmarks for Canada's Tourism Operators
* Guide 4 — Decision-making Tools for Canada's Tourism Operators

* Guide 5 — Linking Your Financial Performance Measures to Your Business Plan

* Guide 6 — Industry Financial Averages and Benchmarks for Canada's Tourism Operators.

These six financial planning guides were written for tourism operators who have little or no experience in the area of
finance. These guides can be used as reference documents by tourism operators who wish to better understand the
language of accounting and finance, maximize the utilization of the financial planning spreadsheet, and discuss with
more self-assurance their financial plans with investors. These guides become progressively more sophisticated, ranging
from the principles of finance and culminating with cutting edge performance measures and financial analysis and
decision-making techniques.

In addition, to help tourism operators in improving the analysis of their business establishment and the effectiveness of
their decisions, we will also be introducing a new tool; a customized tourism operators' financial planning spreadsheet
in the near future. This practical and user-friendly tool can help tourism operators analyze quickly the impact of their
decisions on the financial destiny of their business establishments. After taking just a few moments to input their
financial statement data on the spreadsheet, tourism operators will be able to view the financial profile of their
businesses from different angles: liquidity, profitability, productivity, overall financial health, growth rate, financial
stability and shareholder value. The financial planning spreadsheet will not only calculate the more critical financial
performance measures of their business, but will also compare them to industry averages and financial benchmarks.
This way, tourism operators will be able to determine how well they are doing and what needs to be done to improve
their performance in order to remain profitable and competitive. This spreadsheet also offers tourism operators several
decision tools that will help better assess the viability of their investment decisions.

The CTC has made every effort to ensure the accuracy of the information contained in these guides. The CTC does not
accept any legal responsibility for consequences that may arise from errors, omissions or any opinions given. These
guides are not a substitute for specific professional advice on business or other matters.

These six guides and the financial planning spreadsheets will be made available on the CTC's website:
www.canadatourism.com
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Introduction

This final guide lists financial averages and benchmarks
from the year 1998 for 24 tourism industry groups — as
identified in the Standard Industrial Classification for
Companies and Enterprises (SIC-C) — and goes on to
explain how those averages were calculated. The CTC's
Financial Planning Software program, that will be made
available on the Commission's website, will list 1999 and
2000 industry averages for 26 North American Industry
Classification System (NAICS) industry groups.

Financial Statements

Appendices 6.1 and 6.2 contain two financial statements
for the motels industry (SIC-C 8021) with revenue under
$10 million for the year 1998. Appendix 6.1 shows 27
balance sheet accounts, numbered 1 to 27. It includes the
more important asset accounts, liability accounts and
equity accounts. Appendix 6.2 lists 22 income statement
accounts, numbered 28 to 49. As shown, the more
important revenue and expense accounts are also listed —
such as operating revenue, operating expenses, interest on
borrowings, and profit.

Financial Performance Measures
Calculations

Appendix 6.3 shows how the 26 of the 29 performance
measures explained in Guide 3, Financial Performance
Measures and Benchmarks for Canada’s Tourism Operators,
were calculated for the motels industry using the balance
sheet and income statement accounts described above.

The first column in Appendix 6.3 lists the performance
measures (e.g., working capital, current performance
measure, etc). The second column contains reference
numbers: these are line numbers from the financial
statements in Appendices 6.1 and 6.2; they show where
the various figures were obtained. The third column
shows the 26 formulae used to calculate the performance
measures (these were explained in some detail in Guide
3). The fourth column shows the calculations.

The last column gives the results: the performance
measures for the motels industry.

Financial Performance Measures and
Financial Benchmarks by Industry Group

Appendix 6.4 gives the performance measures and
financial benchmarks for 24 SIC-C tourism industry
groups. As you'll see, four performance measures were not

calculated. The first three were:

+ inventory turnover (using cost of goods sold);

« day's sales to inventory (using cost of goods sold);
and

* gross margin to sales.

These were omitted because Statistics Canada does not
provide the data for the cost of goods sold shown on the
income statement. The fourth performance measure not
calculated was cash conversion (using operating activities)
because the previous year's industry financial statements
(1997) were not required for this Guide.

The performance measures shown in Appendix 6.4 relate
to the year 1998 except in the cases of:

a) SIC-C 4911: Urban Transit System Operations

b) SIC-C 4921: Interurban and Rural Transit System
Operations

¢) SIC-C 8031: Other Accommodation Services
d) SIC-C 8222: Gambling Operations
e) SIC-C 8229: Other Amusement Services

The performance measures for the above tourism industry
groups were calculated for the year 1997.

The right-hand side of Appendix 6.4 shows financial
benchmarks for the various tourism industry groups. As
explained in Guide 1, financial benchmarks fall into three
categories:

+ H = Hard
+ S = Soft
+ SR = Self-regulated

Essentially, hard financial benchmarks are financial targets
that cut across any business sector or group of businesses.
Soft financial benchmarks are flexible financial targets that
should be used with some degree of interpretation. Self-
regulated financial benchmarks are determined by a
business' own financial performance.

Guide 3, Financial Performance Measures and Benchmarks
for Canada’s Tourism Operators explains how these
financial benchmarks can be used and interpreted for each
financial performance category; that is, liquidity,
debt/coverage, asset-management, profitability, growth
and financial health.



Appendix 6.1
Motels Industry

(SIC-C 8021) Under $10 Million

Balance Sheet

In thousands of $ (1998)

1 Total pssels

2 Cash and deposits

3 Accounts receivable and accmued revenue
4  Inventories

5 Inwwestments wd wecounts with affiliates
fa Partfolan investmsis

7 Loans

8  Capital assets. net

b (Hher assets

1 Total Habilities

Il Accounts payahle and sccrued liabilities
12 Loans and accounls with affiliates
13 Bomoewimgs

14 Liwans amd overdrafts

15 From banks

16 From others

17 Bankers' accepiunces and paper
iR Bonds amd debenures

1% Morgages

20 Deferred income fax

21 CHher habilites

23 Total equity

23 Share capital

24 Contmbuted swrplus and ather
25 Retwined earnings

26 Currenis assers
27 Curremi flabitliies

20201,945
i41, 582
1k 6635
73,378

| 55,260
171, Rk
1k .R!-Rr

1 332,663
SLA13

1,540,921
131,507
626,647
Tad 500
622,063
217,856
404,207
Ri4
G121
137, 600|
04
12,854

AR 024
K
27326

414,920

444,421
328,854

Data from Industrial Organization and Finance Division,
Statistics Canada




Appendix 6.2

Motels Industry (SIC-C 8021)
Under $10 Million
Income Statement

In thousands of $ (1998)

28 Operating revenue 046,445
29 Sabes of goods and services mad 9
30 Ouher operating revenue 52428
31 Dperating cxpenses BIX628
32 Depreciation, depletion and amortizition 63,213
3% Other |.|||'|-Er.|.1'in|§ expETides T50 415
34 Dperating profitfloss 123816
35 Other revenue 12055
36 lmeress and dividends 12055
T ther expenses 0434
38 Imierest om bomowings s0434
Eh St tesin deba i1 8
40 Long term dehi 43415
4] Ginins/hesses 15,252
42 GansToszes o the gale ol agses 15 1M
43 (nhers 147
44 Profit/loss before income tax 21 .64M)|
45 | Income tax 21,798
46 Equity in affiliates’ eamings 1683
47 Profitless before extraordinary gainslosses T1L57S
48 Extrsordimary guins/bosses L
49 Met profitloss T1L.ETE

Data from Industrial Organization and Finance Division,
Statistics Canada




Motels Industry (SIC-C 8021) Under $10 Million
Calculation of Financial Performance Measures

Appendix 6.3

Releremoe
] nuwmbsers Formulae i nlculadioms
Lbquidicy

| Waorkeg capital {million of &} 6 Cwrrent assasis 44420
7 Cumen linbikiies JIEEH

Working capstal 115

z Camrreed {Eimisd I6 Cyrrent pasais EEH |.%5
IT Current labilties d44.421

i Carsh {Eymis F | Cah and diepasils 140557 1143
I Curreni labibities JIEEN

4 ik dEimis} h-4 Curmil § - v ITLM3 1.13
IT Current labalties JEEH

5 Wirking capital emoser {1smes) I8 Diprating revenpg L Lt AR
26-27 Currenl Beets - curmenl linbifibices 115567

i e ol working <apital [ratios) [A+dp-11 LA g, = Invepioriesh - A, Pay AT AR -fa3

23= 35 Revgmnue = 305 1.5
Carwdr cvmverrviowy (pemenil

T Ligeng cash Do Tiom Fas' Ay Cash |h.ru Tigum opestane Sl i NiA PN
npeniling acivibes | pereent ) TR Diperating revenus s 445

H LEing ineame afe 4%+ 532 o Ties + 4l st Lo anil TLATS + LTI H 14,24
s mnd depreciamion | peroent | T Diperating revenue L ETERS




Appendix 6.3

Motels Industry (SIC-C 8021) Under $10 Million
Calculation of Financial Performance Measures

Helerenee
_Verinrimas il s Fuastmiibag Calenln
Pt v erage
L) IMehi-in-tninl geacts {perecmnge| 1] Tl lihilmies 1,540,921 THh2%
I Tl jieseis 2RSS
[ [K] [dedat-to-equily | Himes | 1] Ll lshilnies [P C LIRS 321
bl Tiovim] ety 480124
(]| Times-imcresi-carmed | dmes | a4+ Prodieloss befiore ineome tas < inferest on bomowings 181,134 254
kE| Irerest on horrowings 4434
iz Fined-charges covernge (times| 4+ Profisliss before income tax + inlerest on bormuwings 131,124 1M
kL] Irateresi nn hormowings Aud3a
since oibor {Ixed charges such e roaiad and beoss paymens are oo knowe, ibes meaiure s the same as the mes: menest cormed
|




Appendix 6.3

Motels Industry (SIC-C 8021) Under $10 Million
Calculation of Financial Performance Measures

=
miimbwrs Farmulas Caleulatines

PP T S——

i3 Anerage codlection perisd (days) 3 ACCOLME [E0sE v aerisd revenue PR 401
L L Clperaiisg revenue + 364 1449
T Acogums recervable wrmoves [Hmes)| kT U pssrating rev i 443 HR.74
| Acoounits recervable snd acerusd revenie RN
Frvvardery tavmoner (i)
15 Lsing ooest of ook sold (limes)| Wi Cost of goods sold Hin A
4 Invemories AT

Sance ool of goods sold s ol known, this perfocmasce memsune oo be calioal sl

[} Lising Ty e | s || bk | Upezrating reyenue B 8 124
4 Invermnries TAATE

Evrw's safen o fnveveiary Glopak

7 WUsing OGS jdays]| 4 Inzemiorics i MiA
OGS + 364 b TR Mis

Senge cosi of goods sold s noi known, this performanog memsure casneg be caloalaied,

I= Lisimg revenue 1|h:|'l-_ll i Invemones 7= 28
20 = 38 COperniing revenue + 363 500
(1) E'nrﬂh] asseis mover (Hemes| 15 {perabing revemme L L E 11600
I-2% Total assets - oerent asseis 1576524
L] Total assets wrmover [ imesH 15 Usocrating revom o X E .47

I Tiotall ae=eis 100545




Appendix 6.3

Motels Industry (SIC-C 8021) Under $10 Million
Calculation of Financial Performance Measures

T — ] e
ks Furmalay Calswlmiinny

Prefitalslisy

21 Ciirs Mg bo askes (percemty MA Cirrss Targin MR MiA

| Cipernling peveiiie QT EL]
Sirwse oot of poods sofil s ni knoswn, Sis perfonnance measse o be clculned

332 Diperating income W sales | percest) 2 Uperabing prosdit/loss 125 K10 JEN
2H Uipemating revenue asnAa%

23 Incomme after xes w salks (percest) E4] ezt prodit ks bl T.546
| Cipermting revenue ip 245

2ai Roegurm o botal asseis (poeroent) &4 et prodit s T 134
| Toinl mmiets 24045

E5| Webam on mvested capital ( percene) T Pt peuit bass HESE 133
(10 2227 {Totul Habilines + Total equiryy - Current listiliGes 1Lia2 0|

20 Rt on equity §percent 18 et proffit loss L35 14.90
it Toml equity AR




Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups

4511 4611 471 e Finuncial
ir Transpaort Rallway  [Water Transport| e Benchmirks | Type
Transport Carrier
Liguidity |
Working capital {million of ) -4 f Ly EE! Vares 51
Clurrend {lnmes ) {LRY 1.12 .95 1.75 1.54) 5
Cansh {limes ) k15 {31 {140 0,45 Vanes SR
Quick {limes | k65 (] (L80 1. 66 (WL 5
"||r'|:u'k:|r|._|.|: f.'.ﬂr.'ll.ﬂl IIJI'I'l'Ir".'I.'FI:_IIrl.'II.'H'Ii =748 I6,H3 f7, 51 i, ou Yanes L
| Dayys ol workme capatal {rabio] 17.4 284 i =] 5.3 Warnes -]
Lash comyerspon |
| Using pereng aciny i ip-l.'rmml: I M MIA MiA A L4
Using income affer tiaxes and depreciation (percent] 11,15 bA24 .66 30— hoi v N B
Debi/Coverage |
Dheba-to-total assels (percent | Hb, 2 120,54 71 344 L 3
Debt-to-eguily {lmmes) .28 -5. T8 2.56 0,64 1.7 5
Nimes-interest-carmed {mes 124 15,1l 263 13.51 &) H
| _Fined-charges coverage (umes) |24 13.061 2.63 1351 4.00 | H_
Assgi-Management |
Average collection period (days)l 4330 11926 1113 48 6 30,00 kH
| Acooums receivable wrsover (times )| B 306 i1.02 1.5 [ 2.00 H
Irwentory turmover {limes) |
Using eost of goods sold {times ) M/A MiA M MiA LURATH 5
| Using revenue {limes | 15,87 3in? 75.75 43.02 | 2.00 5
Day’s sabes 1o inventory (days) |
Using CORGS {days)| MiA MiA NiA MiA, 5
| Using revenue {days )| 23 I 4 8 Waries 5
|
Capital asscts wrmaver (limes ) .11 057 .54 058 1.2 5
| Total asscts turnover {Limes § 0.64 0.43 Lo nel bod | S
Profitabiliiy |
iross margin o sales (percent | MiA MiA NiA N/A Waries 5
Oiperating income 1o sales (percent)| -1.43 1485 873 241 Varies 5
Income afier taxes o sales (percent )| -0.58 1.92 4.9% 3] Waries 5
Return on total assels (percent) -(0,45% 342 339 333 B.00 SR
Retum on invested capital (percent || -(1, 60 440 420 4.02 Q.04 SR
| Returm on equity (percent)  -3.56 | Negative equity 1205 349 Varies | SR




Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups

S0 -0 N b 4911 m" m
Industri Urhan Transit | Interurban and | Taxi
e Operations Rural Transit System Service|
Liguidity . .
Working capital (million of § 4 -15 -138 -2 Varies | SR
Current (rimes 1] L7l i34 0.71 | .50 5
Cash (tims 1.04 14 0.4 (.24 “arics 5k
Quick (rimes 178 1158 033 0.65 g | s
Working capital turnover (times 11.98 -1 1.8 -5.40 -13.3h Varies 5
Daws of working capital (eatho 0.5 L4 -11.1 -85 WVarics 5
Cashy conversion
Using operating activities | percent BIA MiA BiA MNiA ]
U'sineg incomee after taxes amd depreciation | pe [ w17 (.27 14.5 Waries
Dehe/Coverage ; — g x e
Deht-io-tonl assets (percent} 9393 _T8.tb 1654 GLLS 6000 | 8
..... _Debi-to-equity (limes) 1548 369 326 L4 L.70 5
o Vimes-intergss-camed (fimes .04 =24 1LET 428 4 | H
Fined-charges coverage (fimes § .04 224 (7] 4.18 H
Assel-Management -
Avernge collection period @ﬁﬂ 1563 30,3] 4503 L 30,0 H |
| Accounss recervable namaver (fimes 14,23 11.596 g1l | 14.94 12,040 H
Inventory fumaver (times) ] -
Uising cost of goods sold (times) BIA M/A NA | MiA 10,04k 5 |
Lising revenue (fimss) 377 Ré 2444 234.59 £, T8 12.00 5
Diny's sales in inventary (days)
Lising COGS (daysy MIA N/A BUA /A . 5
Using revenue (days) I 15 I 5 Varics 5 |
Capital assets fumnaver (limes) L5 1.7 3.13 1.56 120
Tiial assels tammover (fimes 1.3 |26 1.91 1.22 (L1
Profitshility £
iross margin lo sales | peroent X BUA NiA NA M Waries 5 |
| Dpersting income i sules | pereent 4,85 434 4,15 9.00 Varies 5 |
Income: afier taxes o sales (pereent 167 1.99 L1 | 5.90 Varies 8
Retum on todal assets [percen § 4,98 251 27 | T2 LELY] SR
Resturm om invested copitall (pereent X A8 3.594 QGE | 10,36 . aR
Fetum on equity | percent 2.0 1577 568 14,06 Varies SR
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Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups

Aol izl LILET Bl Financial
Hotels and  [Motels Dther Accommusda- m Benchmarks | Type
Moter Hotels tion Services Im
Liguidity
I Working capital (million of £) -H36 115 -131 -Eu Varies =R
Current {times) ih4n 135 1. 0.9z [, 50 ]
Cash {omes] 17 43 D.15 .33 Yaries SR
Cek (times) ih34 113 .31 .75 L] H
Working capital tumover {Himes) -5.43 819 b, (15 43,76 W iries 5
Days of working capatal (ratis) -56.7 -18.3 =270 - 8.4 Waries 5
{Cosh conversion
| Lising operatimg sctivities {percent) i A MIA MNIA =
| Lising income after taxes and depreciation {percent)l 1441 14.24 1.7 512 Varics §
Debt/ Covernge
| Died=lowtomzl pssels {percent) O, Hif Th 25 Oy 07 L e &l 00 5
| !]'|.,:|'|L-l,|1-|:r.|_'|1.il;..I {Limes) TS 1.21 11,949 E.TO 1,70 5
| Tirmes=interest=carmed {limes) AR 284 1.0 256 4 (W) H
] Fixed-charges coveryge (Limes) 1A% 254 1.26 2.56 4.0 H
thsset-Managemeni
| Average collection period (days) 10.03 4.11 703 3.4 30,00 H
| Accounts receivable mover (times) In.53 B, 74 51.89 112,56 12.00 H
{lnventory turnover (times)
| Using cost of goods sold (times) WA A N/A N/A [ (.00 5
| Using revemse {times) 3069 2.8 41.87 43,23 12.00 5
{Dray's sales to inventory (days)
| Using COWGES {days) A WA NiA M A 5
| Uzing revenue (days) T 25 e b Varies 5
| Capital assets wmover (Limes) LER {hisll 048 305 .20 8
.1 Total assets wmover (Limes) 0.79 .47 (.46 2.3 LGy 5
Profitability
| Gross margin 1o sules {percent) | MNA MiA MNIA Waries 5
| Operating incomse 10 sales {percent) 6.73 13.08 10,82 3.3 “aries 5
| Income afier taxes 1o sales (percent) 8.57 1.56 203 2.18 Varics 5
'_ Feturn on todal assets {percent) 1.6l 354 0.3 484 200 SR
| Return on invested capital {pereent) 100 4.23 1.07 L) Q.00 SR
Retum on eguity (percent)]  241.96 14.91 .54 3285 Waries SR




Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups

SIC-C Mumber 811 82131
Indusiries Hestaurants  Other Foud Taverns, Bars, I
Unlicensed Services 5]
Liguidity '
Working capital (million of 5§ 310 -2a5 4 =703 Waries SE
Current { times s 048 (63 1.24 (.79 L.50 5
Cash i times ) 0.2 13 (.66 12 Varies R
Cuick {fimes 0.37 (.48 LA .73 10K} b
Working capital fumover (Himes ¥ 14,12 20,19 47,75 21,35 Yaries 5
Diavs ol working capifal {ranio) =253 12,1 10,7 =138 Waries 5
Cash conversion
Using eperating activities | percend ¥ MiA N/A WA N/A 5
Using income after axes and depreciation { percent ) 363 447 4.32 5.82 Yarics 5
Debt/Covernge
|]-E|.'|l-!1-|h[4:|la_| HEETO L l_nl..".r\-:.'l.".l:ll_ll 18 0H 7748 f]l}.!ﬂ B & Al Sl 5
Drebt-to-equity {Limes§ -5 53 344 .78 IR 1,70 s
Times-interest-carned {limes ) 153 2.52 3y | -0.41 41K} H
Fixed-charges coverage ':I_imcﬂ 153 _'-'-E'_’_ _J-TI. -II_I.4_I 4.1} [-_[
Assel-Management
Average collection period (days X 1.57 B.46 26 31,28 ELRL] H
Accounts receivable fumover {tines ¥ 23189 43,13 |40.37 1167 12.00 H
Invendory turnover (limes) | )
Using cost of goods sold {times) MNiA WA A WA | {030 ]
Lising revenus { Hmes ) 63,81 41,06 435,63 115.43 | 2,00 b
Doy's sales o nveniory (doys)
Lising COMGS (days X N/A N/A PdlrAy A b
Using revenue [days & ke B i Waries 5
Capital assels wmover (Limes) 348 372 4.05 12 1.20 5
Total asseis tunover { Himes g 2R 2.Th 281 1 | . 5
PProfitability
Ciross margin 1o sales | percent ) N/A N/A PiA NiA Waries 5
Oiperating income toe sales {pereeni ¥ 249 2.62 A8 -1.7% Varies 5
Income after taxes to sales {percenty 1.6 I.TR A7 -1.84 Warics 5
Retum om bolal assets | percent X 1.71 442 3.30 -0.21 B0 R
Return on imvested capital {percent 2.78 8313 4.38 -0.22 R SR
Return on eguity {percenil Negoiive equity | 21,85 217 =025 Waries bl
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Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups

SIU-C Muimbed

Fized-cha e {imes

Assel-Management

Awerage collection period (davs
Accounts recervable tumover {limes

[Dary's sales o nvenlory (days)

Inventory tumeverdimes) |

L.I';hﬁ rn!:'rll.l.c-hl:'ﬂ'l_:_s |

Lzing revenue {days

Capital assefs tumosver (limes
Tiial asseis umover (limes

Liruss mangan 1o sales (percent
Orperating income (o sales (pencent

Incomse afler taxes 1o sales (percent
Return on total asscis (percent
Retum o invested capital (percent

Using COGS (days]

_Debi-to-equity (timesy
_Times-internest-eame (limes)

0.7l

Working capital (million ol 8} 99 L. -1 5 Vanes | SR
Current {limes) 1,50 119 0,80 0,85 1.50 5
Cash jlimes)  0.03 0.14 043 0.26 Varies | SR
Quick (timesy 1.4 114 0.50 0.73 100 | 5
Working capital tumover (timesy  3.43 14.83 -I8.52 -23.5 Varics | §
Days of working capital {ratio} 99,5 -14 5.2 _ =157 | Varcs | 8§
[Cash conversion .
MA MiA MiA MiA

57,01 4% I8 g | H
640 73.74 Wi | 2w | w
[ ma A WA | e |5
S7.08 18.99 278 20 | 5
NiA N/ NiA o
f 1% 13 Varies
Y 119 0.7 1200 8

NiA NA o | NA | Vades |8
.74 1230 14.78 338 | Vardes | 8
9.26 §42 167 440 Varies | §
4,06 10,43 18] 274 BO0 | SR
S48 1852 233 33 | 900 |SR
140,00 3164 15.74 1L Varics | SR
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Appendix 6.4

Financial Performance Measures
for Tourism Industry Groups

K122 HI19 Financial
Cambling (Other Amusement | Benchmarks | Type
Ciperations Services
Woring coprial fmallion of 5) -3 - 543 24 Varies SR
Current (fimes) 098 .92 1.55 L.14 1.50 5
Cish [_I!lmuﬂ 11,50 H_.I T 0,62 1,500 Yires =K
Claeck (times) 073 .50 1.53 114 1.aa 5
'l.l.-'l:-rklllg u]'.lilul DTy T |'I|1'n|.'?:b | 54, K3 =i 74 T.53 447 YWaries ".
Crays of working capitul (ratio) 454 7.0 | -7.8 -l Varies 5
H ash conversion
Lsing operating activities {percentl  MOA MUA Mia MAA B
_Using income after taxes and depreciation (percent) 5,42 16.98 _ 301 0.07 Vares | 8
Dbt Coverage
I‘.Il,'hl-l_-:h-1|1LaI assels | percent ) TiL21 54,54 T4.549 1752 AN 5
Dreht-to-equity (times) 236 1.2 204 463 1.70 5
'I'|r|:|-cur||1[|.'r|:ell-u:|1'|u.'|.1 I'I|1n|.';:b 1.h6R 2 | 4.%5 A Ly 4.0 1_!
Fixed-charges coverage (times) 268 2.69 .85 AL 4.00 H
Asset-Managemeni
Average collection period (days)  17.59 14.10 4613 2484 ELIEE ] H
Accounts recervable furmover [tomes) LTS 25 BE T.91 | 4.6% | 2.4k 1
Iventory urmowvers (fimes )
I.':-.inE copsl of E,I.1I1Il:'§. sl [Ermies B A MNA A [ {EAKE 5
Using revemue (times)  14.41 Hoad [ 30808 |G 68 | 2.6y 5
|1'.'_|_',-":1 sales o nvenlary l;d.u_l,-:ﬂ
Using OG5 (days) ™A MSA | NA MiA 5
Lsing revenie (days) 25 dl | ] Varies 5
Cupital assels wrmver (lmes 193 .07 7.65 13.24 1.20 5
Total asseds turmover (frmes ) 1.23 L. 5] 2,03 387 1.0 5
I'ﬂrﬁtullilil!}'
Giross margin b0 sales {percen) B LA, MiA M Varies 5
Ohperating meomie e sales {percent f 19 11.3A 3.52 A5 Varies 5
Income affer taxes 1o sales {pereendy 181 5.48 1,83 -1.31 Varies G
Fetum on toial assels {percent)) 3406 4.65 373 =506 =00 sR
Fetum on invested copital {percentll 548 6.0] 7.8 -13.37 .00 sHR
Fletum on equity {percentlf 1163 10.23 1467 Megative equity Varies SR
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Glossary for This Guide

Accounts receivable turnover: The ratio of credit sales of a
period to the average (daily) amount of accounts
receivable outstanding.

Asset-management performance measure: Evaluates how
efficiently managers use the assets of a business.

Asset turnover (total): Sales revenue divided by total
assets; a broad measure of asset efficiency.

Average collection period: The number of days it takes for
customers to pay their bills.

Benchmarking: Process of identifying potential
improvements by comparing one company to an another.

Benchmarks: Best practices, processes and achievements
to be emulated.

Capital assets turnover: Measures how intensively a firm's
capital assets are used to generate sales.

Cash conversion efficiency: Performance measure that
gauges how quickly a business converts sales revenue to
cash flow within its operations.

Cash performance measure: Relationship of cash and cash
equivalents to liabilities; the most stringent measure of
liquidity.

Common-size statement analysis: Method of converting
all numbers on an balance sheet to a percentage of total
assets, and all numbers on an income statement to a
percentage of sales revenue.

Current performance measure: Gauges general business
liquidity.

Days of working capital: The number of days of working
capital a business holds to meet based on average daily
operational requirements. A measure of how long a
business can meet its average daily operational
requirements with its existing working capital.

Debt/coverage performance measure: Measures capital
structure of a business and its debt-paying ability.

Financial performance measure: Comparison between
numbers recorded on financial statements.

Fixed-charges-coverage performance measure: Measures
to what extent a business can service all its fixed charges
(e.g., interest, lease).

Gross margin on sales: Shows the relationship between a
firm's sales structure and its purchase and production
costs.

Horizontal analysis: A method of tracking how individual
accounts change between consecutive financial statements;
measured as a percentage.

Inventory turnover: Measures the number of times per
year inventory is replenished.

Liquidity performance measure: Measures of a firm's
ability to meet short-term financial obligations.

Net working capital: Difference between current assets
and current liabilities.

Profitability performance measure: Measure of overall
effectiveness.

Profit margin on sales: Relationship between operating
income and sales revenue; measures the efficiency of a
business.

Quick performance measure: Relationship between the
more liquid current assets and all current liabilities.

Receivables turnover: Annual sales of a business divided
by accounts receivable.

Return on assets: Income after taxes divided by total
assets.

Return on equity: Income after taxes divided by owners'
equity; a measure of how profitable a business is to its
shareholders.

Return on invested capital: Measures the return on funds
invested in the business by long-term lenders and owners.

Return on sales: Amount of profit generated from each
sales dollar.

Return on total assets: Gauges performance of assets.

Times-interest-earned: Measures to what extent a business
can service its debt interest.

Total assets turnover: Measures how intensively a firm's
total assets are used to generate sales.

Vertical analysis: The process of reducing all items in a
balance sheet and income statement to a percentage of
total assets or sales, respectively; common-size ratio.

Working capital: Total current assets and total current
liabilities.

Working capital turnover: The ratio of sales to net
working capital.















