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1.    Liquidity
Liquidity is the measurement of how quickly without a significant loss in value, an asset can be converted into cash. When it comes to trade-off faced, short-term security and long long-term returns are the ones faced between high quality and low-quality firm respectively. There is a low likelihood of having financial stress and ability to creditor demands meeting by highly liquid firms. However, there is usually earning less of a return than a liquid firm by highly liquid firms. When it comes to low liquidity firm, it has the high returns advantage off of their assets of productive, like hood production facility producing hoods. 
3.    Book Values versus Market Values
Standard accounting practices focus on historical cost in a balance sheet preparing rather than market value because historical cost means on the books its where assets are carried at what they were paid for by the firm, no matter the time they were purchased or how much today they are worth. 
4.    Operating cash flow
The two items that are typically found in net income that in operating cash flow are not in net income and operating cash flow preparing are depreciation and the interest paid. A reduction in asset value is what depreciation is with time passage due in wear and tear particular. An asset cost is expensed each year a certain amount throughout its expected lifestyle on the income statement. There is wholly recording of this asset cash outflow however at its purchase time. Interest is regularly paid money at a rate that is particular for the money lent use or delay of debt repayment. In operating cash flow, it’s not found because it’s a financing expense. 
7. Operating cash flow
If for a period a company cash flow has been negative it may be a good sign or a bad sign irrespective of the corporation. It might be a healthy sign for a small corporation under expansion for a start-up company. It might be a bad sign for a large company because there is no return making of the cash flows from assets.
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1.    Building a Balance Sheet
Kroeger Inc. value of shareholders equity for that firm will be calculated as follows
Current assets-$1970
Net fixed assets-$9650
Total assets= $11620
Owners’ equity =11620-4370-1520
Owners’ equity =$5730
Working net capital
It’s calculated as follows
Current assets-current liabilities
1970-1520= 450
Networking capital=$450
2. Building an Income Statement
If Draiman Inc has sales of $79500 
Tax rate of 35%
$41000 interest expense
Costs of $345, 000
$76000 depreciation expense.
The firm net income will therefore be
$216, 450
3. Dividends and retained earnings
If the firm in problem 2 paid out in cash dividends amount of $56,000 the addition to retained earnings will be
Retained earnings are net earnings 
Net income-dividends
216450-56000
[bookmark: _GoBack]Additional retained earnings=$ 160,450
Tax rates
Average tax rate and marginal tax rate in problem six
Average tax rate is the rate at which there is paying of tax rates on the overall taxable income
Marginal tax rate refers to the paid amount on an additional dollar of income. It's the tax percentage paid on the last dollar of income.
Average tax rate of $215,000
15% of 50,000=7500
215000-50000=165000
25%of 25000=6250
165000-25000=140000
34%of 25000=8500
140000-115000
Lastly
115000+1
39% of 115001=44,850.39
7500+6250+8500+44850.39=67100.39
67100.39/215000=0.3121
0.3121×100%=31.21% 
Average tax rate=31.21%
Marginal tax rate
The marginal tax rates are 15%, 25% and 34% since the cash falls in those barckets


