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Financial Statements: One Source of Information

1.

Income Statement (also known as Earnings Statement)
summarizes revenues, expenses, net income or earnings
during a specific accounting period.

Cash Flow Statement (replaced the older Statement of
Changes in Financial Position) provides information
about cash inflows and outflows during a specific
accounting period.

Balance Sheet shows the financial condition of a firm on a
particular date.

Statement of Owners’ Equity provides information about
transactions that affect the balance sheet equity.



Income Statement (a.k.a. “P&L”)

Hypothetical Income Statement

TOTAL REVENUE: $100,000
Cost of Revenue (Cost of Goods Sold) $50,000
Gross Income (Gross Profit) $50,000

OPERATING EXPENSES:

Research And Development $5,000
Selling, General And Administrative Expenses (SG&A) $10,000
Total Other Income and Expenses Net ($1,000)
Operating Income (Operating Profit, EBIT) $36,000
Interest Expense $4,000
Income Before Tax $32,000
Income Tax Expense $10,000
Net Income from Continuing Operatings $22,000

NONRECURRING EVENTS:

Discontinued Operations $10,000
Extraordinary Items N/A
Effect of Accounting Changes N/A
Other Items N/A

NET INCOME: $12,000



Cash Flow Statement

Hypothetical Cash Flow Statement
CASH FLOW FROM OPERATIONS:

Net Income $12,000
Depreciaton and Amortization $4,000
Receivables -- (Increase) Decrease ($1,000)
Payables -- Increase (Decrease) $2,000
Inventories -- (Increase) Decrease ($3,000)
Other

Cash Flow from Operations $14,000

CASH FLOW FROM INVESTING:

Purchases of Property and Equipment, net ($6,000)
Other ($2,000)
Cash Flow from Investing ($8,000)
CASH FLOW FROM FINANCING:

Dividends Paid ($4,000)
Net Repayments of short-term borrowing ($1,000)
Proceeds from Issuance of Long-Term Debt $5,000
Repayments of Long-Term Debt ($2,000)
Other $1,000
Cash Flow from Financing ($1,000)
SUMMARY:

Net Change in Cash and Cash Equivalents $5,000
Cash and Cash Equivalents at Beginning of Year $5,000

CASH AND CASH EQUIVALENTS $10,000



Balance Sheet

Hypothetical Balance Sheet

ASSETS:
Current Assets:
Cash and Cash Equivalents
Short-Term Investments
Receivables
Inventory
Other Current Assets
Other Assets:
Property and Equipment
Long-Term Investments
Goodwill and Other Intangibles
Other Long-Terms Assets
Total Assets:
LIABILITIES
Current Liabilities:
Short-Term Borrowings
Payables
Other Liabilities:
Long-Term Debt
Other

Total Liabilities:

SHAREHOLDER EQUITY (NET WORTH)

$40,000
$10,000
$6,000
$5,000
$10,000
$9,000
$110,000
$80,000
$10,000
$8,000
$12,000
$150,000

$10,000
$6,000
$4,000
$65,000
$60,000
$5,000
$75,000
$75,000



Income Statement

Consolidated Statements of Income

ELILILLY AND COMPANY AND SUBSIDIARIES

e,

|Dellarsinmillians, except per-share datal Yaar Endad Decembar 31 2007 2008 20058
Netsales. .. .. oo $18,633.5 $15,691.0 $14,645.3
Costafsales....... ... i 4,248.8 3,546.5 3,474.2
Researchand development .......... ..ol i, 3,486.7 31293 30255
Marketing, selling, and administrative ......................... 6,095.1 4,889.8 44970
Acquired in-process research and development [Note 3] ......... 745.6 - -
Asset impairments, restructuring, and other special
charges [Note dl ... o i 302.5 945.2 1,245.3
Otherincome—net. .. ... oo (122.0) (237.8] (314.2)
14,756.7 12,273.0 11,9278
Income before income taxes and cumulative effect
of a change inaccounting principle. . .............. oo 3,876.8 3,418.0 2,175
Income taxes (Note 11 ... 923.8 755.3 7159
Income before cumulative effect of a change in accounting
principle .. 2,953.0 2,662.7 2,001.6
Cumulative effect of a change in accounting principle,
netoftax (Note 20 ..o - - (22.0)
Netincome .. ..o $ 2,953.0 $ 2,662.7 $ 1.979.6
Earnings per share—basic [Note 10]
Income before cumulative effect of a change in accounting
principle ... $2M $2.45 $1.84
Cumulative effect of a change in accounting principle. ... ...... — — 0.02)
Net IMCOME. et e e e $2.1m $2.45 $1.82
Earnings per share—diluted [Note 10)
Income before cumulative effect of a change in accounting
PRNCIple Lo %21 $2.45 $1.83
Cumulative effect of a change in accounting principle.......... - - 0.02)
Net InCOme. ... .ooo e $2.71 $2.45 $1.81

See notes to consolidated financial statements.
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Statement of Cash Flow

Consolidated Statements of Cash Flows ‘%Zey

ELILILLY AND COMP& NY AND SUBSIDIARIES
|Dellars in millians| Year Ended December 31 2007 2008 2005

Cash Flows From Operating Activities

NetinCome .. ..o e $2,953.0 $2,662.7 $1,979.6
Adjustments To Reconcile Net Income To Cash Flows

From Operating Activities

Depreciation and amortization .......... ..ot inn. 1,047.9 801.8 T26.4
Change indeferredtaxes. ... iiiiie e e 122.9 344.8 (347.5)
Stock-based compensation expense ... ... i iia i ann 282.0 359.3 403.5
Acquired in-process research and development, netof tax .. ... 692.6 - —
Asset impairments, restructuring, and other special charges,
net of taX . ... 181.5 797.4 1,128.7
0T T (8.4) (196.8] (30.0)
5,271.5 4771.2 3,860.7
Changes in operating assets and liabilities, net of acquisitions
Receivables—[increasel decrease........................ (842.7) 2439 [286.4]
Inventories—[increasel decrease. . .................. ... 154.3 [60.2) 721
Dther assets—iNCrease......oovuvrvririririnieneninenns. (355.8) [43.00 (269.4)
Accounts payable and other liabilities—increase [decreasel. . 927.2 (936.0) (1,463.4)
(117.0) [795.3) [1,947.1]
Net Cash Provided by Operating Activities. .. .. ................ 5,154.5 3,975.9 1,913.6
Cash Flows From Investing Activities
Purchases of property and equipment . ........................ (1,082.4) (1,077.8] (1,298.1]
Disposals of property and equipment. . ... ... . ... ... .. ... 323 65.2 1.1
Net [repayments] proceeds of short-term investments........... (376.9) 1,247.5 62.7
Proceeds from sales and maturities of noncurrent investments ... 8001 1,507.7 5451
Purchases of noncurrentinvestments .. ... ..oveeevnrenreennes (750.7] [1,313.2) (1,183.1]
Purchases of in-process research and development ............. (111.0) - -
Cash paid for acquisitions, net of cash acquired . ............. ... (2,673.2) - -
Other, met ..o s [164.3) 179.0 1353.4)
Net Cash Provided by (Used for) Investing Activities . ........... (4,328.1) 508.4 (2,215.9]
Cash Flows From Financing Activities
Dividends paid .. ... ... o (1,853.8) (1,736.3) (1,654.9)
Net repayments of short-term borrowings ..................... (468.5) (8.4) (1,988.7)
Proceeds from issuance of long-termdebt .. .......... ... ... 2,512.6 — 3,000.0
Repayments of long-termdebt ...........ciiiieiiiiniinn., (1,059.5) (2,781.5) (1,004.7)
Purchases of commonstock .......... ... ... ... ..o - (122.1) (377.9)
Issuances of common stock under stock plans .. ........ ... ... 247 59.6 105.9
(01T 10 S (0.8) 2.9 39.8
Net Cash Used for Financing Activities ........................ (844.9) [4,578.8) (1,880.5)
Effect of exchange rate changesoncash....................... 129.7 971 (175.8)
Net increase [decrease] in cash and cash equivalents .. .......... 1112 102.6 (2,358.4)
Cash and cash equivalents at beginning ofyear . ....... .. ... ... 3,109.3 3,006.7 5,365.3

Cash and Cash Equivalents atEndofYear ..................... $3,220.5 $3,109.3 $3,006.7



http://images.google.com/imgres?imgurl=http://www.nyu.edu/fas/dept/chemistry/wardgroup/index_files/Logo_EliLilly.jpg&imgrefurl=http://www.nyu.edu/fas/dept/chemistry/wardgroup/&h=315&w=500&sz=26&hl=en&start=1&tbnid=R6U1mmlHW0hBMM:&tbnh=82&tbnw=130&prev=/images?q=eli+lilly+logo&gbv=2&hl=en&sa=G

Balance Sheet

Consolidated Balance Sheets %

ELILILLY AHD COMPAHY AND SUESIOIARIES

|Dollars in millians| Ducaembar 31 2007 2008
Assets
Current Assets
Cashand cashequivalents . . ... ..o e i % 3,220.5 $ 31093
Short-term investments ... ... i 1,610.7 TE1.T
Accounts receivable, net of allowances of $103.1 [2007] and $82.5 [2006]. . . 2,673.9 2,298.6
Other receivables [Mote Bl ... ... 1,0309 395.8
L= = 2,523.7 2,270.3
Deferred income taxes [Mote 11] ..ot i 583.6 519.2
Prepaid B PE SR, . . e e &13.6 3195
Total current 3ssets L. e 12,2569 26744
Othar Assets
Prepaid pension [Mote 121, . ..o i e e 1,670.5 1.091.5
Imvestments [Note Bl . ... e 5771 1,001.9
Goodwill and other intangibles—net (Mote 3] ... ..o it Z2,455.4 130.0
Sundry NG Bl . o e 1,252.8 1,885.3
5,955.8 4,108.7
Property and Equipment, Net . ... e 83,5751 8,152.3

$26,787.8 21,9564

Liabilities and Shareholders’ Equity

Current Liabilities
Short-term borrowings and current maturities of long-term debt [Mote &] . . . $ 4137 $ 2194
Accounts payable. ... 1.018.5 TE9.4
Employee compensation. ... ... it e s aa s 823.8 G4l
Salesrebatesand discounts. ... o T046.8 508.3
Dividends payable .. ... e 513.6 463.3
Income taxes payable (Mote 11] Lo o 238.4 640.6
Other current liabilities INota 8] ... i e 1,553.5 1,622.9
Total current liabilities . . ..o 5,268.3 5,0855
Othear Liabilitias
Long-termdebt [Mote &l ... .o 4,593.5 34944
Accrued retirement benefit (Mote 121 ... .o oo i 1,145.1 1.586.9
Long-term income taxes payable (Mote 111 ..o o oot 1,196.7 —
Deferred incometaxes (Mote 11] ... o i i 287.5 62.2
Other noncurrent labilities [Mote 8] ... ..o 632.3 T45.7
7,855 5.B69.2
Commitrnents and contingencies [Mote 13)
Sharaholders’ Equity [Notes 7 and 9]
Common stock—no par value
Authorized shares: 3,200,000,000
lssued shares: 1,135,212,894 [2007] and 1,132,578,231[200&]. . . ........ 709.5 7079
Additional paid-in capital ... ... 3,805.2 35719
Retained @armings .. ... e 11,947.2 10,926.7
Employee benefittrust ..o Lo [2,635.0) [2,635.0]
Deferred coste—ESOP ...ttt e e e [95.2) [100.7)
Accumulated other comprehensive income [loss] (Mote 14]. ... ..., .. 13.2 [1,388.7]
13,7649 11,0821
Less cost of cormmon stock in treasury
2007—8%%,445 chares
A006—S09 573 shares. .. o e 100.5 101.4
13.664.4 10,9680.7

$26,787.8 $21,955.4

See notes to consolidated financial statements.
Ig
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Return on Equity: A Common Metric

General
Electric Caterpillar Lilly Wells Fargo Goldman Sachs Wal-Mart
(All amounts in millions)

From Income Statement:
Sales (Total Revenue) 172,738 44,958 18,634 53,593 87,968 378,799

Less Cost of Sales 73,125 32,626 4,249 8,152 - 286,515
Gross Profit 99,613 12,332 14,385 45,441 87,968 92,284

Less Operating Expenses 49,228 5,959 10,280 27,763 28,383 69,983
EBIT 50,385 6,373 4,105 17,678 59,585 22,301

Less Interest, Taxes, Other 28,177 2,832 1,152 9,621 47,986 9,570
Net Income 22,208 3,541 2,953 8,057 11,599 12,731
From Balance Sheet:
Total Assets 795,337 56,132 26,788 575,442 1,119,796 163,514

Less Total Liabilities 679,778 47,249 13,123 527,814 1,076,996 98,906
Stockholders' Equity 115,559 8,883 13,665 47,628 42,800 64,608
ROE
Profit Margin
Asset Turnover
Leverage

Return Net Income _ Profit Asset X Leverage
. , — = . \Y;
On Equity Stockholders’ Equity Margin Turnover 9



Evaluating Firm Performance ...

d Accounting measures
d Accounting ratios

1 Market-determined measures

1 Relative comparisons

1 Risk analysis



