Business & Marketing:  Mountain Resort—Simple Interest Installment Loans, Market Share, Income Statement and Cash Flow Statement
Prepared by:  Micah Arneberg and Sue Johnson
Introduction to Math Teachers

This scenario will:

Introduce students to mathematical applications in the business/marketing field


Increase familiarity with fractions, percentages, basic math and budgeting

Give practice in converting fractions into decimals, decimals into percents using algebraic equations

Apply ratio percent and direct proportion in situations
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Introduction

Winslow Washington is the home of a little known ski resort, but that is about to change.  The Pacific Northwest Development Company, owners of the resort have decided to invest money and hire an outside advertising firm to develop a full blown promotional campaign.  After much consideration, you have been chosen based on the quality, expertise, and dedication that you have devoted to other outstanding campaigns.

The objectives of the campaign include the following:

· Crystal Mountain and Blackcomb hold the largest market share.  They want to position themselves as the “unforgettable ski experience,” an alternative to those big resorts.

· Winslow Village just opened the new mall with stores such as REI, Eddie Bauer, Nordstrom, The Keg Restaurant, Red Robin, The Outback, Hollister, Abercrombie & Fitch, Hot Topic, American Eagle, and twenty smaller boutiques and shops.  They need you to design a Mall Logo (signature).

· The Pacific NW Development Company has just completed the new 81 room hotel, The Winslow Inn, which compliments the existing chalet village containing 32 luxurious condo rentals.

· As the freeway construction is finally completed, getting from the Seattle-Tacoma area is easier than ever.

· With the expansion, they are seeking exposure.  They are ready for a new image and are willing to look at new logos and “slogans.”  They would like your campaign to target one of the following markets:

Singles (age 21 - 35)

Married without children (age 21 – 35)

Married with young children (families—children under 10)

Married with older children (families—children 10 to 20)

Retirement age couples (55 & up)

Older singles (age 36 & up)

Business travelers (age 21 & up)

Winslow Mountain Resort has eight high speed quad chairs to get skiers and boarders up to the 8,500 ft. mountain top twice as fast as the competition.  The run area expands over 8,000 acres of snow covered bowls, bumps, moguls, jumps, and trees to provide skiers and boarders with the widest variety of downhill in the Pacific Northwest.  Winslow Resort is over 6,000 feet above sea level, and is claimed by expert skiers to have the absolute best powder in the state of Washington.  

The village beneath the mountain offers an assortment of leisure activities for the whole family, all year round:  an indoor ice rink, outdoor skate park, shopping, fine restaurants, multiple theatres, live interactive videos, arcades, and shows for the young are a few of the activities available in addition to the fantastic night life for adults and teens alike.  With the completion of a professionally developed golf course two years ago, Winslow offers fun and beauty for all—year round.

Business and Marketing Industry

A market-oriented or customer-oriented business first determines what its potential customers want and then they build the product or provide the service.  Marketing theory and practice is justified in the belief that customers use a product or service because they have a need or because a product or service provides a perceived benefit.

The opportunity to make an above average income is the most obvious benefit of a marketing career.  The Department of Labor predicts that jobs in marketing-related fields will continue to be readily available regardless of the industry.  There are usually more opportunities to advance in marketing careers than in almost any other area of business.  The Bureau of Labor Statistics projects that employment in marketing and sales will continue at a high level through 2012.  The rapid growth of e-commerce provides many additional opportunities.

Two major factors of marketing are getting customers and keeping them by providing excellent customer service.  Millions of people around the world are pursuing careers in marketing.  These include marketing manager, advertising, salespeople, and many more fall under the category of marketing.  It is estimated that worldwide over 30% of all workers work in marketing.  This is approximately 33 million Americans.  Careers in marketing include the following:  advertising, customer service, e-commerce, entrepreneurship, fashion merchandising, financial services, food marketing, hospitality marketing, importing/exporting, international marketing, marketing research, pharmaceutical/medical marketing, product management, professional sales, public relations, real estate, restaurant management, retail management, sales management, service marketing, sports marketing, and travel/tourism/hospitality marketing.

Part 1—Simple Interest Installment Loans


Winslow Mountain Resort has only been open for one year.  In order to increase revenue over the prior year, they are launching an ad campaign that requires obtaining a simple interest installment loan of $500,000.  


When you obtain a simple interest installment loan, you must pay finance charges for the use of the money.  You repay the loan with equal monthly payments where part of each payment is used to pay the interest on the unpaid balance of the loan.  The remaining part of the payment is used to reduce the principal or balance.  

Usually you repay the amount financed plus the finance charge in equal monthly payments.  The amount of each monthly payment depends on the amount financed, the number of payments, and the annual percentage rate (APR).  The annual percentage rate is an index showing the relative cost of borrowing money.  

Simple Interest Math Formulas:
Monthly Payment = Amount of Loan x Monthly Payment for a $100 Loan




     $100

Total Amount Repaid = Number of Payments x Monthly Payments

Finance Charge = Total Amount Repaid – Amount Financed




Annual Percentage Rate (APR)
	Term in months
	8%

	9%
	10%
	11%
	12%

	6
	17.06
	17.11
	17.16
	17.21
	17.25

	12
	8.70
	8.75
	8.79
	8.84
	8.88

	18
	5.91
	5.96
	6.01
	6.05
	6.10

	24
	4.52
	4.57
	4.61
	4.66
	4.71

	30
	3.69
	3.73
	3.78
	3.83
	3.87

	36
	3.13
	3.18
	3.23
	3.27
	3.32

	42
	2.74
	2.78
	2.83
	2.88
	2.93

	48
	2.44
	2.49
	2.54
	2.58
	2.63

	54
	2.21
	2.26
	2.31
	2.36
	2.41

	60
	2.03
	2.08
	2.12
	2.17
	2.22


Table 1—Monthly Payment on a Simple Interest Installment Loan of $100

Example 1
Jamie Jones obtained an installment loan of $240,000 to purchase some new equipment for her business.  The annual percentage rate is 9%.  She must repay the loan in 60 months.  What is the finance charge?

Step 1:  Find the monthly payment.  (Refer to Table above, Monthly Payment of a Simple Interest Installment Loan of $100.)  


Amount of Loan   x    Monthly Payment 

         $100
           on a $100 Loan

$240,000
      x    $2.08                           =    $4,992 Monthly Payment

   $100

Step 2:  Find the total amount repaid.

  Number of Payments    x    Monthly Payment


                 60                   x          $4,992                    =    $299,520 Amount Repaid
Step 3:  Find the finance charge.


  Total Amount Repaid    -    Amount Financed



$299,520              -          $240,000                 =     $59,520 Finance Charge
In the following exercises, calculate monthly payment and finance charge using Table 1—Monthly Payment on a Simple Interest Installment Loan of $100. 

1. John Bennett.

Installment loan of $50,000.

Requires 36 monthly payments.

APR is 8 percent.

a. What are the monthly payments?  $​​​​​​​​​​______
b. What is the finance charge?  $______

2. Cindy Stone.
Installment loan of $3,500.

Requires 24 monthly payments.
APR is 10 percent.
a. What are the monthly payments?  $______

b. What is the finance charge?  $______

3. Reed Bachman.

Installment loan of  $7,800.
Requires 48 monthly payments.

APR is 9 percent.

a.   What are the monthly payments?  $______

b.   What is the finance charge?  $______

4. Jim Jones.
Installment loan of $120,000.

Requires 60 monthly payments.

APR is 11 percent.

a. What are the monthly payments?  $______

b. What is the finance charge?  $______

Part 2:  Market Share

To find out how well your product/business is doing in the marketplace, you need to find your product’s market share.  Market share is the percent of the total market that purchases your product instead of a competitor’s.  You can calculate your percent of the total market share by using either the number of units sold or the dollar value of sales.


Market Share = Total Product Sales



   Total Market Sales

Example 2
ABC Company sold $1,800,000 worth of air conditioners during the year.  During the same period, a total of $9,000,000 worth of air conditioners were sold in the entire United States market.  What was ABC’s market share for the year?

Step:  
Find the market share.



Total Product Sales 


Total Market Sales



$1,800,000  =  0.2 or 20% market share


$9,000,000

In the following exercises, compute the market share.  Round answers to the nearest tenth of a percent.
1. Sprinty Shoes had sales totaling $1,025,000 in basketball shoes last year.  (All of last year’s sales of all the basketball shoes totaled $24,600,000.)  What market share of basketball shoes did Sprinty Shoes have?  _______
2. Last year there were total sales of $9,500,000 in dining room furniture.  Blix Furniture Company’s sales of dining room furniture totaled $1,100,000 last year.  What was Blix Furniture’s market share of dining room furniture?  _______
3. Maxwell Toy Company sells an electronic video game.  Last year’s sales of the game totaled $936,000.  Total market sales for electronic video games were $17,500,00.  What market share did Maxwell Toy Company have?  ______
4. Beman’s Landscaping Company sales for last year were $1,987,000.  The landscaping business for the area totaled $5,964,000.  What market share did Beman’s have?  ______
5. Last year XYZ Computers sold $210,000,000 worth of its computer chips out of a total market of $1,628,000,000.  What market share did it have in computer chips?  ______

Part 3—Income Statement


At the end of each month, quarter, semi-yearly or yearly, an income statement is prepared in order to determine how much your company has made or lost.  You may also want to know how much money you took in from sales and where the money went (expenses).  This information is reported on your income statement, or profit and loss statement.  This report shows in detail your income and operating expenses.  If gross profit is greater than total operating expenses, the income statement will show a net income or net profit.  If your operating expenses are higher than your gross profit, your income statement will show a net loss.  

How do I find a company’s net income?

Net Income = Gross Profit – Total Operating Expenses

Example 3
Three months after opening The Book Nook, Jenny and John Samson prepare an income statement.  Sales for the first three months totaled $88,650.  Merchandise totaling $2,078 was returned to them.  The Samson’s inventory records show that the goods they sold cost them $46,820.  Records show that their operating expenses totaled $20,098.  What is the net income for the quarter?  
Income Statement

The Book Nook



For the Quarter Ending June 30, 2007

Income:

Sales




$88,650




Less:  Sales Returns & Allowances
    2,078




Net Sales 





$86,572
Cost of Goods Sold






  46,820
Gross Profit on Sales






$39,752

Operating Expenses:





Salaries & Wages

$16,200





Delivery Expenses

    1,890





Rent



    4,500





Advertising


     1675




Utilities


       900





Supplies


       123





Depreciation


       400





Insurance


    1,200





Miscellaneous


       110




Total Operating Expenses


$26,998
Net Income







$12,754





Complete the following problems:

1.
Sales:  $105,000
Returned merchandise:  $4,500

Cost of Goods Sold:  $35,000

Total Operating Expenses:  $9,600

a. Find the gross profit on sales.  $__________
b. Find the net income.  $__________
2.
Sales:  $575,000


Returned Merchandise:  $9,750


Cost of Goods Sold:  $198,000


Total Operating Expenses:  $103,400

a. Find the gross profit on sales.  $_________
b. Find the net income.  $_________
3.
Sales:  $679,000


Returned Merchandise:  $1,379

Cost of Goods Sold:  $413,890


Total Operating Expenses:  $98,784

a. Find the gross profit on sales.  $_________
b. Find the net income.  $_________
4.
Sales:
$1,985,000


Returned Merchandise:  $54,000


Cost of Goods Sold:  $1,050,000


Total Operating Expenses:  $202,900

a. Find the gross profit on sales.  $_________
b. Find the net income.  $_________
5.
During the past quarter, Angelique’s Clothing Store had total sales of $1,230,000 and returns of $29,800.  The cost of goods sold amounted to $649,000.  Operating expenses for the quarter included salaries and wages of $45,600, a rent expense of $5,200, advertising at $1,000, utilities of $1490, supplies of $1,231, insurance expense of $980, other operating expenses of $1120.  Prepare an income statement on a separate piece of paper.

6.
Computer Tech Company prepares an annual income statement for distribution to its stockholders.  This past year net sales totaled $134.3 million and had sales returns and allowances of $467,000.  Cost of goods sold totaled $68.4 million.  Operating expenses included wages and salaries of $27.5 million, rent expense of $90,000, utilities of $30,000, depreciation expense of $3.9 million, interest expense of $1.4 million, and miscellaneous operating expenses of $1.6 million.  Prepare an income statement on a separate piece of paper.
Part 4—Cash Flow Statement


A cash flow statement is a plan that shows when money is coming in (cash receipts) and when money is going out (cash payments).  A cash flow statement helps you to know if you have enough money coming in, at the right time, in order to meet your financial obligations.  


Businesses need enough cash to pay their bills, their employees, and any unexpected expenses that may occur.  The cash flow statement lists how much cash you started with, your projected cash receipts from sales, accounts receivables, etc., and how much money you need for cash expenditures.  It also helps you to know when you might need to find additional money or when you might have extra cash (cash reserves).  When a business needs additional money and they apply for a loan, most lenders require the business to estimate cash flow for the first year of operation.


The steps included in preparing a cash flow statement are as follows:
Step 1
Add the total cash on hand and money received from any loans to find your total start-up money.

Step 2
Subtract the start-up costs to calculate the amount of cash left to operate your business.

Step 3
Enter the estimated cash you expect to receive from credit sales, cash sales, and income from any investments for each month during the first year.  

Step 4
Add all sources of cash receipts to find the total incoming cash for the month.

Step 5

List the cost of goods that you plan to buy for your inventory.  

Step 6
List the expenses you expect to pay during the month (same as those listed on the income statement, except for depreciation expense).

Step 7

Total all of the expenses for the month.

Step 8
List amounts that will be paid for capital expenditures (assets used to operate the business).  

Step 9

List any other payments that will need to be made (loan payment).

Step 10
Add all of the cash expenditures (inventory cost, expenses, capital expenditures and other payments).  Subtract the total cash payments from the total cash received during the month to determine the net cash flow.  If the cash payments are higher than the cash receipts, the amount should be written in parenthesis (negative number).
Step 11
Add the beginning cash balance from the start-up cash column to the net cash flow for the month.  The result is the cash surplus for the month.  When the costs of operating the business are higher than income added to the beginning of the cash balance, the business will have a deficit rather than a surplus.  In the case of a deficit, the business will need to seek additional cash for its operations.  The amount of the deficit is listed on the “Cash Needs” line.  
Example 4--Projected Cash Flow Statement



Beginning of Month:


Start-Up
Month 1
Month 2
Month 3

Cash in Bank



$35,000

Loans



    5,000




$40,000

Less Start-Up Costs


$30,000
Total Beginning Cash


$10,000

Income (during month)

Cash Sales





$30,000
$30,000
$32,000

Credit Sales







  12,000
  13,000

Investment Income




   1,000
   1,000
    1,000
Loans





           0
           0
           0

Other Cash Income




           0
           0
           0
TOTAL CASH INCOME



$31,000
$43,000
$46,000

Inventory Purchases

Purchases for Cash




$20,000
$22,000
$25,000

Purchases for Credit




    5,500
    6,000
    8,000
Total Inventory Purchases



$25,500
$28,000
$33,000

Expenses

Variable Expenses

  
Advertising




      800
       900
       900
Automobile




      550
       600
       600
Dues & Subscriptions


      
      700
       500
       525
Telephone




      150
       150
       150
Utilities




      400
       400
       400
Office Supplies



      150
       190
       210

Fixed Expenses


Insurance




      400
       400
       400


Rent





      900
       900
       900
Salaries/Taxes


                           6,900
    6,900
    6,900

Total Expenses


           $10,950
 $10,940
$10,985
Capital Expenditures

Purchases of Equipment 



    1,500

Loan Repayment




       900
       900
       900

TOTAL CASH EXPENDITURES


$38,850 
$39,840
$44,885

NET CASH FLOW (EOM)

$10,000
($7,850)
  $3,160
  $1,115

CASH SURPLUS (monthly)
            $10,000
  $2,150
  $5,310
   $6425

CASH NEEDS


           0
           0
           0                      0







Complete the following:  
1. You have $27,000 to start your business and start-up costs of $13,600.  What amount of cash is available to operate your business?  $______

2. Cash income for the first three months is $34, 500, $41,900 and $44,780.  Expenses for these same months are $35,700, $$39,200 and $48,600.  What is the cash flow for each of the three months?
a. Month 1 – $__________
b. Month 2 – $__________
c. Month 3 - $__________
3. What is the cumulative amount of cash available at the end of each month?
a. Month 1 - $__________
b. Month 2 - $__________
c. Month 3 - $__________
Winslow Mountain Resort Project—Math Applications
Simple Interest Installment Loan

The Pacific Northwest Development Company has obtained a simple interest installment loan of $500,000.  You have researched the loan and have narrowed it down to four financing options.  

Calculate the monthly payment, finance charge and total amount paid over the life of the loan for each of the following loan options:

Option A:  Loan amount of $500,000 at an interest rate of 9% for 36 months.

__________  Monthly Payment

__________  Total Amount Repaid
__________  Finance Charge
Option B:  Loan amount of $500,000 at an interest rate of 10% for 48 months.

__________  Monthly Payment

__________  Total Amount Repaid
__________  Finance Charge
Option C:  Loan amount of $500,000 at an interest rate of 12% for 60 months.
__________  Monthly Payment

__________  Total Amount Repaid
__________  Finance Charge
Option D:  Loan amount of $500,000 at an interest rate of 11% for 18 months.

__________  Monthly Payment

__________  Total Amount Repaid
__________  Finance Charge
Which option do you chose and why?  _____________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Winslow Mountain Resort—Math Applications

Cash Flow
Winslow Mountain Resort sells most of its merchandise for cash.  A sale in which cash is received for the total amount of sale at the time of the transaction is called a cash sale.  Based on the information that you have gathered regarding projected cash flow for the resort, complete the following table:

Projected Cash Flow Statement for Winslow Mountain Resort




Beginning of Month:


Start-Up
Month 1
Month 2
Month 3

Cash in Bank



$205,000

*Loans



$500,000




$

Less Start-Up Costs


$560,000
Total Beginning Cash


$
Income (during month)

Cash Sales




         $190,000          $192,000         $194,000

Credit Sales







  32,000
  33,000

Investment Income




   2,000
    2,000
    2,000

TOTAL CASH INCOME


          $192,000         $226,000         $229,000

Inventory Purchases

Purchases for Cash




$80,000
$82,000
$85,000

Purchases for Credit




  15,500
  16,000
  19,000
Total Inventory Purchases



$95,500           $98,000         $104,000
Expenses

Variable Expenses

  
Advertising




 40,000  
  41,000             51,900
Automobile




   6,550
    6,550
    6,550
Telephone




   1,750       
    1,750    
    1,750
Utilities

  


   4,000
    4,000
    4,000 Office Supplies    




   1,810
    2,340
    3,540
Fixed Expenses


Insurance




 40,000
  40,000
  40,000


Rent





 15,000
  15,000    
  15,000
Salaries/Taxes


                       106,900
106,900
106,900

Total Expenses


           $
 
$

$

Purchases of Equipment & other assets
            $36,500

**Loan Repayment




$               
$           
$_____  TOTAL CASH EXPENDITURES


$38,850 
$39,840
$44,885

NET CASH FLOW (EOM)

$45,000
($7,850)
  $3,160
$1,115
CASH SURPLUS (monthly)
            $45,000


  ______
______
CASH NEEDS


 ______
______
  ______
______

Winslow Mountain Resort—Market Share


It is important for the Northwest Development Company to determine what type of market share Winslow Mountain Resort has over its competitors.  


Last year Winslow Mountain Resort had total sales of $3,050,000.  Crystal Mountain had sales of $3,890,000 and Blackcomb had sales of $2,345,000.  What market share did Winslow Mountain Resort have of the local market? Round your answer to the nearest tenth of a percent.
_______ %


In order to increase market share by 5% over the prior year, what would the total sales need to be this year?

$____________

Winslow Mountain Resort—Income Statement


Three months after submitting your proposal to the Northwest Development Company they have asked you to prepare an income statement.  They are very pleased with your work and would like to see if all of your hard work has provided them with a profit or loss for the quarter ending December 31.  

The Resort has brought in total sales of $2,061,000 and had returns of $11,000.  The cost of goods sold amounted to $587,000.  Operating expenses included salaries and wages of $320,700, rent expense of $45,000, advertising expenses of $500,000, utilities expense of $12,000 and supplies expense of $9,300, interest expense of $10,300. The other operating expenses amount to $12,200.  
Solutions to Exercises:
Part 1—Simple Interest Installment Loans

Page 4:

1. a.  $1,565    
$50,000 x $3.13 = $1,565 Monthly Payment

       
   $100

b.  $6,340    
$1,565 x 36 = $56,340 Total Amount Repaid

                      
$56,340 - $50,000 = $6,340 Finance Charge
2. a.  $161.35  
$3,500 x $4.61 = $161.35 Monthly Payment
       
  $100



      b.  $372.40    
$161.35 x 24 = $3,872.40 Total Amount Repaid





      
$3,872.40 - $3,500 = $372.40 Finance Charge
3. a.  $194.22    
$7,800 x $2.49 = $194.22 Monthly Payment
       
  $100



       b.  $1,522.56   
$194.22 x 48 = $9,322.56 Total Amount Repaid





          
$9,322.56 - $7,800 = $1,522.56 Finance Charge

Page 5:

4. a.  $2,604    
$120,000 x $2.17 = $2,604 Monthly Payment
      

        
   $100

       b.  $36,240    
$2,604 x 60 = $$156,240 Total Amount Repaid



       
$156,240 - $120,000 = $36,240 Finance Charge

Part 2—Market Share
Page 5:

5. 4.2%  
$1,025,000     =  .0416666 = 4.2%

       
$24,600,000
2.   11.6%    
$1,100,000   = .1157894 = 11.6%
 


           
$9,500,000
3.    5.3% 
   $936,000   = .0534857 = 5.3%

      
$17,500,000

Solutions to Exercises:
Page 6:



4.    33.3% 
  $1,987,000  = .3331656 = 33.3%




          
  $5,964,000



5.    12.9%  
  $210,000,000  = .1289926 = 12.9%
          
$1,628,000,000 
Part 3—Income Statement

Page 8:

1. a.  $65,500:     
$105,000 - $4,500 - $35,000 = $65,500
      b.  $55,900:    
 $65,500 - $9,600 = $55,900



2.   a.  $367,250:     
$575,000 - $9,750 - $198,000 = $367,250


      b.  $263,850:     
$367,250 - $103,400 = $263,850



3.   a.  $263,731:     
$679,000 - $1,379 - $413,890 = $263,731



      b.  $164,947:     
$263,731 - $98,784 = $164,947



4.   a.  $881,000:     
$1,985,000 - $54,000 - $1,050,000 = $881,000



      b.  $678,100:     
$881,000 - $202,900 = $678,100

5.

Income Statement

Angelique’s Clothing Store

For the Quarter Ending June 30, 2007

Income:

Sales




$1,230,000



Less:  Sales Returns & Allowances
       29,800



Net Sales 





$1,200,200
Cost of Goods Sold






     649,000
Gross Profit on Sales






   $551,200
Operating Expenses:





Salaries & Wages

$45,600




Rent Expense


    5,200




Advertising Expense

    1,000




Utilities Expense 

    1,490




Supplies Expense

    1,231




Insurance Expense

    1,490




Miscellaneous
Expense
    1,120




Total Operating Expenses


     $57,131
Net Income








   $494,069

Solutions to Exercises:
Page 8
6.
Income Statement

Computer Tech Company

For the Quarter Ending June 30, 2007

Income:

Sales




$134,300,000



Less:  Sales Returns & Allowances
         467,000



Net Sales 





$133,833,000
Cost of Goods Sold






    68,400,000
Gross Profit on Sales






  $65,433,000
Operating Expenses:





Salaries & Wages

$27,500,000




Rent Expense


         90,000




Utilities Expense

         30,000




Depreciation Expense

    3,900,000




Interest Expense

    1,400,000




Miscellaneous
Expense
    1,600,000




Total Operating Expenses


 $34,520,000 
Net Income







 $30,913,000
Winslow Mountain Resort Project—Math Applications

Simple Interest Installment Loan
Page 12:
Option A:  

$15,900 Monthly Payment  
  
$500,000 x $3.18 = $15,900





    
    $100
$577,400 Total Amount Paid    
$15,900 x 36 = $577,400
$77,400 Finance Charge    

$577,400 - $500,000 = $77,400

Option B:

$12,700 Monthly Payment  

$500,000 x $2.54 = $12,700





    $100
$609,600 Total Amount Paid  
$12,700 x 48 = $609,600
$109,600 Finance Charge  

$$609,600 - $500,000 = $109,600
Solutions to Exercises

Page 12 continued:
Option C:

$11,100 Monthly Payment  

$500,000 x $2.22 = $11,100






    $100

$666,000 Total Amount Paid  
$11,100 x 60 = $666,000

$166,000 Finance Charge  

$666,000 - $500,000 = $166,000

Option D:

$30,250 Monthly Payment  

$500,000 x $6.05 = $30,250





    $100

$544,500 Total Amount Paid   
$30,250 x 18 = $544,500

$44,500 Finance Charge  

$544,500 - $500,000 = $44,500

Solutions to Exercises:

Winslow Mountain Resort—Math Applications

Cash Flow

Page 13-14 (solutions in bold type)
Projected Cash Flow Statement for Winslow Mountain Resort 



(Using Loan Option A Monthly Payment)


Beginning of Month:


Start-Up
Month 1
Month 2
Month 3

Cash in Bank



$205,000

*Loans



$500,000




$705,000
Less Start-Up Costs


$560,000
Total Beginning Cash


$145,000
Income (during month)

Cash Sales




         $240,000          $292,000         $334,000

Credit Sales







  32,000
  33,000

Investment Income




   2,000
    2,000
    2,000
TOTAL CASH INCOME


          $242,000         $326,000         $369,000
Inventory Purchases

Purchases for Cash




$80,000
$82,000
$85,000

Purchases for Credit




  15,500
  16,000
  19,000
Total Inventory Purchases



$95,500           $98,000         $104,000

Expenses

Variable Expenses

  
Advertising




 40,000  
  41,000             51,900
Automobile




   6,550
    6,550
    6,550
Telephone




   1,750       
    1,750    
    1,750

Utilities

  


   4,000
    4,000
    4,000 Office Supplies    




   1,810
    2,340
    3,540

Fixed Expenses


Insurance




 40,000
  40,000
  40,000


Rent





 15,000
  15,000    
  15,000
Salaries/Taxes


           
      
106,900
106,900
106,900

Total Expenses


          $216,010         $217,540         $229,640
Purchases of Equipment & other assets

  36,500

Other Payments

**Loan Repayment--OPTION A


$15,900  
$15,900
$15,900
TOTAL CASH EXPENDITURES

          $363,910         $331,440         $349,540
NET CASH FLOW (EOM)
         $145,000         ($121,910)
($5,440)
  $1,115
CASH SURPLUS (monthly)           $145,000
$23,090
$17,650
$19,460
CASH NEEDS



    
      0

 ___0__          ___0___ 
Solutions to Exercises:
Pages 13-14 (Solutions in bold type)
Projected Cash Flow Statement for Winslow Mountain Resort 



(Using Loan Option B Monthly Payment)


Beginning of Month:


Start-Up
Month 1
Month 2
Month 3

Cash in Bank



$205,000

*Loans



$500,000




$705,000
Less Start-Up Costs


$560,000
Total Beginning Cash


$145,000
Income (during month)

Cash Sales




         $240,000          $292,000         $334,000

Credit Sales







  32,000
  33,000

Investment Income




   2,000
    2,000
    2,000
TOTAL CASH INCOME


          $242,000         $326,000         $369,000
Inventory Purchases

Purchases for Cash




$80,000
$82,000
$85,000

Purchases for Credit




  15,500
  16,000
  19,000
Total Inventory Purchases



$95,500           $98,000         $104,000

Expenses

Variable Expenses

  
Advertising




 40,000  
  41,000             51,900
Automobile




   6,550
    6,550
    6,550
Telephone




   1,750       
    1,750    
    1,750

Utilities

  


   4,000
    4,000
    4,000 Office Supplies    




   1,810
    2,340
    3,540

Fixed Expenses


Insurance




 40,000
  40,000
  40,000


Rent





 15,000
  15,000    
  15,000
Salaries/Taxes


           

106,900
106,900
106,900

Total Expenses


         $216,010          $217,540         $229,640

Purchases of Equipment & other assets

  36,500

**Loan Repayment--OPTION B


$12,700  
$12,700
$12,700
TOTAL CASH EXPENDITURES

          $360,710         $328,240         $346,340
NET CASH FLOW (EOM)
         $145,000         ($118,710)
($2,240)
$22,660
CASH SURPLUS (monthly)           $145,000
$26,290
$24,050
$46,710
CASH NEEDS



    
      0

___0__ 
___0___
Solutions to Exercises

Pages 13-14 (solutions in bold type)

Projected Cash Flow Statement for Winslow Mountain Resort 



(Using Loan Option C Monthly Payment)


Beginning of Month:


Start-Up
Month 1
Month 2
Month 3

Cash in Bank



$205,000

*Loans



$500,000




$705,000
Less Start-Up Costs


$560,000
Total Beginning Cash


$145,000
Income (during month)

Cash Sales




         $240,000          $292,000         $334,000

Credit Sales







  32,000
  33,000

Investment Income




   2,000
    2,000
    2,000
TOTAL CASH INCOME


          $242,000         $326,000         $369,000
Inventory Purchases

Purchases for Cash




$80,000
$82,000
$85,000

Purchases for Credit




  15,500
  16,000
  19,000
Total Inventory Purchases



$95,500           $98,000         $104,000

Expenses

Variable Expenses

  
Advertising




 40,000  
  41,000             51,900
Automobile




   6,550
    6,550
    6,550
Telephone




   1,750       
    1,750    
    1,750

Utilities

  


   4,000
    4,000
    4,000 Office Supplies    




   1,810
    2,340
    3,540

Fixed Expenses


Insurance




 40,000
  40,000
  40,000


Rent





 15,000
  15,000    
  15,000
Salaries/Taxes


           

106,900
106,900
106,900

Total Expenses


          $216,010         $217,540         $229,640


Purchases of Equipment & other assets

  36,500

**Loan Repayment--OPTION C


$11,100  
$11,100
$11,100
TOTAL CASH EXPENDITURES

          $359,110         $326,640         $344,740
NET CASH FLOW (EOM)
         $145,000         ($117,110)
   ($640)
$24,260
CASH SURPLUS (monthly)           $145,000
$27,890
 $27,250
$51,510
CASH NEEDS



    
      0

  ___0__           ___0__
Solutions to Exercises

Page 13-14 (solutions in bold type)
Projected Cash Flow Statement for Winslow Mountain Resort 



(Using Loan Option D Monthly Payment)


Beginning of Month:


Start-Up
Month 1
Month 2
Month 3

Cash in Bank



$205,000

*Loans



$500,000




$705,000
Less Start-Up Costs


$560,000
Total Beginning Cash


$145,000
Income (during month)

Cash Sales




         $240,000          $292,000         $334,000

Credit Sales







  32,000
  33,000

Investment Income




   2,000
    2,000
    2,000
TOTAL CASH INCOME


          $242,000         $326,000         $369,000
Inventory Purchases

Purchases for Cash




$80,000
$82,000
$85,000

Purchases for Credit




  15,500
  16,000
  19,000
Total Inventory Purchases



$95,500           $98,000         $104,000

Expenses

Variable Expenses

  
Advertising




 40,000  
  41,000             51,900
Automobile




   6,550
    6,550
    6,550
Telephone




   1,750       
    1,750    
    1,750

Utilities

  


   4,000
    4,000
    4,000 Office Supplies    




   1,810
    2,340
    3,540

Fixed Expenses


Insurance




 40,000
  40,000
  40,000


Rent





 15,000
  15,000    
  15,000
Salaries/Taxes


          

 106,900
106,900
106,900

Total Expenses


          $216,010         $217,540         $229,640
Purchases of Equipment & other assets

  36,500

**Loan Repayment--OPTION D


$30,250
$30,250
$30,250
TOTAL CASH EXPENDITURES

          $378,260         $345,790         $363,890
NET CASH FLOW (EOM)
         $145,000         ($136,260)       ($19,790)
  $5,110
CASH SURPLUS (monthly)           $145,000
  $8,740
             
  $5,110
CASH NEEDS



    
      0

$11,050            ___0__
Solutions to Exercises
Winslow Mountain Resort—Math Applications

Market Share

Page 14:
32.8%


$3,050,000 

  = $3,050,000 = .3284868 = 32.8%

($3,890,000 + 2,345,000 + 3,050,000)    $9,285,000

Increase sales next year to $3,509,730 in order to have a 5% increase in market share.

Total Market of $9,285,000 x (32.8% + 5%) = $3,509,730

Winslow Mountain Resort—Math Applications

Income Statement

Page 15:

Income Statement

Winslow Mountain Resort

For the Quarter Ending September 30, 2007

Income:

Sales




$2,061,000



Less:  Sales Returns & Allowances
       11,000



Net Sales 





$2,050,000
Cost of Goods Sold






     587,000
Gross Profit on Sales






$1,463,000
Operating Expenses:





Salaries & Wages
          $320,700




Rent Expense


  45,000


    





Advertising Expense
            500,000




Utilities Expense
              12,000





Supplies Expense
                9,300




Insurance Expense

  10,300




Miscellaneous


  12,200     




Total Operating Expenses


$909,500
Net Income







$553,500
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