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NAICS 33271 - Machine Shops

INDUSTRY TRENDS

NAICS 33271 pertains to machine shops, an industry experiencing signi!cant developments driven by advanced manufacturing
technologies and evolving market demands. One of the notable qualitative trends is the increasing adoption of automation and
robotics. Companies in this sector are leveraging advanced CNC (Computer Numerical Control) machines and robotic arms to
enhance precision, e*ciency, and speed, while also reducing labor costs. Another trend is the integration of IoT (Internet of Things)
technologies, enabling real-time monitoring and predictive maintenance of machinery, which helps in minimizing downtime and
improving productivity.

Furthermore, the push towards sustainable manufacturing practices is gaining traction. Machine shops are increasingly adopting
energy-e*cient processes and materials to meet regulatory requirements and customer expectations for environmentally-friendly
production. Customization and short-run production are becoming more prevalent as industries demand bespoke components,
necessitating machine shops to be agile and flexible in their operations.

Looking ahead, the industry is forecasted to see a continued rise in demand for high-precision components, particularly from sectors
such as aerospace, automotive, and medical devices. Additionally, the adoption of additive manufacturing, or 3D printing, is expected
to complement traditional machining processes, o2ering new avenues for innovation and complex part fabrication. Overall, machine
shops that invest in advanced technologies and sustainable practices are likely to stay competitive and capitalize on these emerging
opportunities.

NAICS 33271 - Machine Shops

Industry Metrics Four
Years

Emai l :    clasbdc@gmail.com Phone:  814-393-2060

This industry comprises establishments, known as machine shops
primarily engaged in machining metal parts on a job or order basis.
Generally machine shop jobs are low volume using machine tools, such
as lathes (including computer numerically controlled); automatic screw
machines; and machines for boring, grinding, and milling.

NAICS 33 - MANUFACTURING


NAICS 332 - FABRICATED METAL PRODUCT
MANUFACTURING


NAICS 3327 - MACHINE SHOPS TURNED PRODUCT AND
SCREW, NUT, AND BOLT MANUFACTURING


NAICS 33271 - MACHINE SHOPS

Industry Risk Indicators

This Industry's Return on Investment: 4%

BOTTOM TOP

10% 25% median 25% 10%

Percentile Rank among all Industries: 82%

This Industry's Loan Failure Rate: 4%

BOTTOM TOP

10% 25% median 25% 10%

Percentile Rank among all Industries: 20%
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COMPANY INCOME STATEMENT [% OF NET SALES]

INCOME STATEMENT 2020 2021 2022 2023

Industry Code 33271 33271 33271 33271

Sample Size (company count) 8517 9190 8557 8517

Net Sales 100.0% 100.0% 100.0% 100.0%

Cost of Sales 64.7% 54.2% 56.9% 52.3%

Material Cost 40.3% 43.1% 45.3% 40.3%

Labor Cost 19.7% 4.9% 5.1% 4.6%

Overhead 4.7% 6.3% 6.5% 7.4%

Gross Profit 35.3% 45.8% 43.1% 47.7%

Operating Expenses 29.3% 38.3% 35.1% 41.4%

Salaries / Wages 4.2% 5.7% 5.9% 4.2%

Rent 0.4% 1.1% 1.1% 0.4%

Bad Debt 0.1% 0.3% 0.2% 0.1%

Advertising / Marketing 0.8% 0.6% 0.7% 0.8%

Other Operating Expenses 23.8% 30.6% 27.2% 35.9%

EBITDA 6.0% 7.5% 8.0% 6.3%

Depreciation & Amortization 1.3% 2.9% 3.2% 1.3%

EBIT 4.7% 4.6% 4.8% 5.0%

Interest Expense 0.9% 3.1% 1.7% 0.9%

Other Expense -0.5% -4.0% -2.5% -0.6%

EBT 4.3% 5.4% 5.6% 4.7%

Income Taxes 2.2% 2.6% 2.6% 2.2%

Net Income 2.1% 2.9% 3.0% 2.5%
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COMPANY INCOME STATEMENT SUMMARY

Over the years from 2020 to 2023, several key trends and observations can be identified in the Machine Shops industry based on the

provided Income Statement data:

Gross Profi t and Cost Changes:   There was an overall improvement in Gross Profit from 35.3% in 2020 to 47.7% in 2023. This was

primarily due to a decrease in Cost Goods Sold, which fell from 64.7% in 2020 to 52.3% in 2023. Notably, in 2021, Labor Cost was

significantly reduced to 4.9%, which was a considerable drop compared to other years, where it stabilized around 4.6% to 5.1%.

Material  and Overhead Costs:   Material Cost fluctuated slightly but remained relatively high, peaking at 45.3% in 2022 and

returning to 40.3% in 2023. Manufacturing Overhead gradually increased, reaching 7.4% in 2023.

Operating Expenses:  Operating Expenses showed variability, increasing to 41.4% in 2023 from a lower 29.3% in 2020. A notable

rise in Other Operating Expenses was observed in 2023 at 35.9%, higher than in previous years, particularly 2022 when it was 27.2%.

Profi tabi l i ty Metrics:      EBITDA fluctuated, peaking at 8.0% in 2022, before declining to 6.3% in 2023. Despite these fluctuations, EBIT

remained relatively stable, hovering around 4.6% to 5.0% across the years. Net Income showed a gradual improvement from 2.1% in

2020 to 3.0% in 2022, slightly decreasing to 2.5% in 2023.

Expense Management:  Interest Expense varied significantly, peaking at 3.1% in 2021 but reducing to 0.9% by 2023. Additionally,

Other Expense showed negative values throughout, indicating possible gains or cost recoveries, particularly notable in 2021 at -4.0%.

Overall, the industry demonstrated an ability to enhance its gross profit margins through effective cost management, particularly in

reducing material and labor costs. However, rising operating expenses in later years indicate potential areas for further efficiency

improvements.
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COMPANY INCOME STATEMENT [% OF TOTAL ASSETS]

%

Figure 1: Income Statement Items as % of Net Sales by Year [%]
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Figure 2: Cost Of Goods Sold by Year [%]
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Figure 3: Operating Expenses by Year [%]

4%

4%
6%

6%

6%

6%
4%

4%

24%

24%
31%

31%

27%

27% 36%

36%

Salaries /
Wages

Rent

Bad Debt

Advertising /
Marketing

Other
Operating
Expenses

2020 2021 2022 2023
0

10

20

30

40

50

INDUSTRY METRICS FOUR YEARS
NAICS 33271 - Machine Shops

5Copyright 2025 FINTEL, LLC. All rights reserved; Phone: 608-234-4195; Email: info@icfo.pro
This document and all information found herein may only be used in accordance with terms and conditions.

#
/


COMPANY INCOME STATEMENT [USD]

INCOME STATEMENT 2020 2021 2022 2023

Industry Code 33271 33271 33271 33271

Sample Size (company count) 8517 9190 8557 8517

Net Sales $770,265 $873,781 $866,539 $904,351

Cost of Sales $498,403 $473,582 $493,261 $472,667

Material Cost $310,305 $376,263 $392,122 $364,322

Labor Cost $151,915 $42,696 $44,430 $41,398

Overhead $36,183 $54,623 $56,709 $66,946

Gross Profit $271,862 $400,199 $373,278 $431,684

Operating Expenses $225,597 $334,762 $304,214 $374,418

Salaries / Wages $32,435 $49,610 $51,496 $38,082

Rent $3,237 $9,940 $9,364 $3,801

Bad Debt $926 $2,449 $1,518 $1,087

Advertising / Marketing $5,808 $5,200 $6,251 $6,819

Other Operating Expenses $183,191 $267,563 $235,584 $324,630

EBITDA $46,265 $65,437 $69,065 $57,266

Depreciation & Amortization $10,056 $25,504 $27,644 $11,807

EBIT $36,209 $39,932 $41,421 $45,459

Interest Expense $6,768 $27,479 $14,956 $7,947

Other Expense ($4,018) ($35,045) ($22,067) ($5,036)

EBT $33,458 $47,498 $48,531 $42,548

Income Taxes $17,095 $22,385 $22,169 $20,071

Net Income $16,363 $25,113 $26,362 $22,478
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COMPANY INCOME STATEMENT[USD]

$

Figure 4: Net Sales by Year ['000$]
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COMPANY BALANCE SHEET [% OF TOTAL ASSETS]

BALANCE SHEET 2020 2021 2022 2023

Industry Code 33271 33271 33271 33271

Sample Size (company count) 8517 9190 8557 8517

Total Assets 100.0% 100.0% 100.0% 100.0%

Total Current Assets 49.5% 65.3% 57.1% 49.5%

Cash 5.3% 8.0% 8.6% 5.3%

Accounts Receivable 22.2% 22.0% 23.7% 22.2%

Inventory 8.2% 3.6% 10.8% 8.2%

Prepaid Expenses 3.9% 5.6% 5.7% 3.9%

Other Current Assets 10.0% 26.1% 8.2% 10.0%

Total Non-Current Assets 50.5% 34.7% 42.9% 50.5%

Fixed Assets 32.1% 35.7% 39.1% 26.2%

Intangible Assets 1.7% 1.7% 1.7% 0.0%

Long-Term Investments 0.1% 0.1% 0.1% 0.1%

Other Non-Current Assets 16.6% -2.8% 2.0% 24.2%

Liabilit ies & Net Worth  100.0% 100.0% 100.0% 100.0%

Total Liabilit ies  40.2% 41.1% 48.3% 64.0%

Total Current Liabilit ies  28.0% 28.0% 40.4% 33.4%

Accounts Payable 7.4% 6.2% 9.2% 7.4%

ST Notes Payable 0.0% 10.6% 0.0% 0.0%

Bank Loan Payable 1.2% 5.8% 7.1% 1.2%

Current Maturities of LT Debt 0.0% 0.0% 0.0% 0.0%

Other Current Liabilities 19.4% 5.3% 24.1% 24.8%

Total Long Term Liabilit ies  12.2% 13.1% 7.9% 30.6%

LT Notes Payable 8.7% 13.1% 7.0% 8.9%

Other Non-Current Liabilities 3.5% 0.0% 0.9% 21.6%

Net Worth 59.8% 58.9% 51.7% 36.0%
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COMPANY BALANCE SHEET SUMMARY

Over the years from 2020 to 2023, the Machine Shops industry saw notable shifts in both asset allocation and liabilities. Here's a

detailed examination of the trends:

Asset Al location:

Cash remained relatively stable, with minor fluctuations, peaking at 8.6% in 2022 before reverting to 5.3% in 2023.

Accounts Receivable saw a gradual increase, reaching 23.7% in 2022, indicating improved collection efficiency or extended credit

terms.

Inventory experienced variability, notably rising to 10.8% in 2022, which may reflect changes in demand or supply chain adjustments.

Other Current Assets saw a significant spike in 2021 at 26.1%, but normalized to 10.0% by 2023, impacting the overall Total Current

Assets, which fluctuated accordingly.

Fixed Assets generally increased until 2022 (39.1%), then dropped markedly to 26.2% in 2023 as Other Non-Current Assets gained

prominence, rising to 24.2% in 2023.

The presence of Intangible Assets diminished to 0.0% in 2023, indicating a potential divestment or reevaluation of intangible

holdings.

Liabi l i ty and Net Worth:  

Accounts Payable gradually increased, peaking at 9.2% in 2022, before stabilizing back to 7.4% in 2023.

Short Term Notes Payable were prominent in 2021 at 10.6% but were absent in other years, indicating strategic short-term financing

utilized briefly.

Other Current Liabilities remained significant, particularly in 2023 at 24.8%, contributing to the heightened Total Current Liabilities at

33.4%.

Total Long Term Liabilities expanded considerably in 2023 to 30.6%, driven by increased Other Non-Current Liabilities, which surged

to 21.6%.

The industry's Net Worth eroded progressively from 59.8% in 2020 to 36.0% in 2023, reflecting the growing reliance on liabilities over

equity.

These trends reflect strategic shifts, possibly influenced by external market conditions, operational adjustments, and financial

strategies chosen by the industry over the analyzed years.
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COMPANY BALANCE SHEET [% OF TOTAL ASSETS]

%

Figure 5: Assets as % of Total Assets by Year [%]
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Figure 6: Liabilities & Net Worth as % of Total Assets by Year [%]
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Figure 7: Total Current Assets by Year [%]
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Figure 8: Total Non Current Assets by Year Company Size Segment [%]
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Figure 9: Total Current Liabilities by Year Company Size Segment [%]
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Figure 10: Total Long Term Liabilities by Year Company Size Segment [%]
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COMPANY BALANCE SHEET [USD]

BALANCE SHEET 2020 2021 2022 2023

Industry Code 33271 33271 33271 33271

Sample Size (company count) 8517 9190 8557 8517

Total Assets $298,148 $393,783 $302,684 $298,148

Total Current Assets $147,683 $256,945 $172,825 $147,695

Cash $15,938 $31,450 $26,150 $15,938

Accounts Receivable $66,118 $86,694 $71,823 $66,118

Inventory $24,319 $14,242 $32,681 $24,319

Prepaid Expenses $11,633 $21,971 $17,225 $11,633

Other Current Assets $29,675 $102,588 $24,947 $29,687

Total Non-Current Assets $150,465 $136,837 $129,859 $150,453

Fixed Assets $95,707 $140,619 $118,284 $77,989

Intangible Assets $5,069 $6,694 $5,146 $132

Long-Term Investments $176 $369 $260 $176

Other Non-Current Assets $49,513 ($10,845) $6,170 $72,156

Liabilit ies & Net Worth  $298,148 $393,783 $302,684 $298,148

Total Liabilit ies  $119,768 $161,874 $146,058 $190,746

Total Current Liabilit ies  $83,401 $110,169 $122,146 $99,627

Accounts Payable $22,088 $24,585 $27,735 $22,088

ST Notes Payable $0 $41,608 $0 $0

Bank Loan Payable $3,535 $22,946 $21,464 $3,535

Current Maturities of LT Debt $0 $0 $0 $0

Other Current Liabilities $57,778 $21,030 $72,947 $74,004

Total Long Term Liabilit ies  $36,367 $51,704 $23,912 $91,120

LT Notes Payable $26,076 $51,758 $21,230 $26,586

Other Non-Current Liabilities $10,290 ($54) $2,682 $64,534

Net Worth $178,380 $231,909 $156,627 $107,401
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COMPANY BALANCE SHEET [USD]

$

Figure 11: Assets by Year ['000$]
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Figure 12: Liabilities & Net Worth by Year ['000$]
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FINANCIAL RATIOS

FINANCIAL RATIOS 2020 2021 2022 2023

Industry Code 33271 33271 33271 33271

Sample Size (company count) 8517 9190 8557 8517

LIQUIDITY RATIOS

Quick Ratio 0.98 1.06 1.61 0.83

Current Ratio 1.77 2.08 2.39 1.48

Current Liabilities to Net Worth 46.8% 91.1% 97.6% 91.1%

Current Liabilities to Inventory 340.2% 774.1% 239.0% 381.9%

Total Liabilities to Net Worth 66.9% 225.5% 298.9% 174.1%

Fixed Assets to Net Worth 53.7% 130.5% 151.5% 70.5%

Interest Coverage 2.67 1.44 2.67 2.67

ASSET EFFICIENCY RATIOS

Collection Period 25.01 36.47 38.77 25.03

Inventory Turnover 8.06 32.65 17.05 18.81

Assets to Sales 31.9% 46.7% 34.0% 31.9%

Sales to Working Capital 15.05 7.01 8.84 18.81

Accounts Payable to Sales 2.2% 2.9% 2.2% 2.3%

PROFITABILITY RATIOS

Return on Assets 7.7% 6.4% 6.7% 7.1%

Return on Investment 3.6% 21.0% 22.0% 4.3%

Sales per Employee $139,732 $85,006 $113,159 $288,526

Profit per Employee $1,002 $2,514 $2,444 $1,470
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FINANCIAL RATIOS SUMMARY

Over the years, the financial ratios for the Machine Shops industry have shown notable fluctuations, reflecting changes in

operational dynamics and financial strategies.

Liquid i ty:    The Quick Ratio improved from 0.98 in 2020 to a peak of 1.61 in 2022, indicating stronger liquidity, but dropped to 0.83 in

2023. Similarly, the Current Ratio peaked at 2.39 in 2022 before declining to 1.48 in 2023. This suggests a potential tightening in

liquidity in the latest year.

Liabi l i ties:     The Current Liabilities To Net Worth saw an increase from 46.8% in 2020 to 97.6% in 2022, stabilizing at 91.1% in 2023.

The Total Liabilities To Net Worth spiked dramatically to 298.9% in 2022 before decreasing to 174.1% in 2023, indicating heavy

reliance on external financing during this period with a slight reduction recently.

Asset Management:  The Fixed Assets To Net Worth ratio rose significantly to 151.5% in 2022, before dropping to 70.5% in 2023,

suggesting a reduction in investments in fixed assets relative to net worth. The Collection Period increased from 25.01 days in 2020 to

38.77 days in 2022, then improved to 25.03 days in 2023, indicating better receivables management in the latest year.

Eff ic iency:    The Inventory Turnover showed volatility, with a peak at 32.65 in 2021, indicating rapid inventory movement, but it

normalized to around 18 in subsequent years. The Sales To Working Capital improved significantly in 2023 at 18.81, reflecting

enhanced utilization of working capital.

Profi tabi l i ty:      Return On Assets remained relatively stable, with minor fluctuations, ending at 7.1% in 2023. The Return On

Investment saw a dramatic increase from 3.6% in 2020 to 22.0% in 2022, before declining sharply to 4.3% in 2023. Sales Per Employee

and Profit Per Employee have shown significant growth, particularly in 2023, indicating improved productivity.

Overall, these trends reflect a period of aggressive expansion, followed by a recalibration towards stability and improved efficiency

by 2023.
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FINANCIAL RATIOS

The figures below are displayed to improve readability of the data. Only for this reason, some data points have also been connected

with lines. This does not suggest statistically relevant correlation or particular trends.
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CASH FLOW

CASH FLOW 2020 - 2021 2021 - 2022 2022 - 2023

CASH FLOW FROM OPERATING ACTIVITIES

Net Sales 100.0% 100.0% 100.0%

Less Total Expense 97.9% 97.1% 97.0%

Net Income 2.1% 2.9% 3.0%

Adjustments to Net Income -27.0% 33.4% 6.4%

Decrease in Accounts Receivables (Increase) 0.2% -1.7% 1.6%

Decrease in Inventory (Increase) 4.5% -7.2% 2.6%

Decrease in Prepaid Expenses (Increase) -1.7% -0.1% 1.8%

Decrease in Other Current Assets (Increase) -16.1% 17.8% -1.7%

Increase in Accounts Payables (Decrease) -1.2% 2.9% -1.8%

Increase in Other Current Liabilities (Decrease) -14.0% 18.8% 0.7%

Depreciation & Amortization 1.3% 2.9% 3.2%

Cash Flow from Invest ing Act ivit ies    14.4% -11.1% -10.8%

CASH FLOW FROM INVESTING ACTIVITIES

Cash Flow from Invest ing Act ivit ies    14.4% -11.1% -10.8%

Decrease in fixed or intangible assets (Increase) -4.9% -6.3% 11.4%

Decrease in Long-Term Investments (Increase) 0.0% 0.0% 0.0%

Decrease in Other Non-Current Assets (Increase) 19.4% -4.8% -22.2%

CASH FLOW FROM FINANCING

Cash Flow from Financing Act ivit ies   17.7% -23.3% -7.9%

Increase in Short-Term Financing (Decrease) 15.2% -9.3% -5.9%

Increase in Long-Term Financing (Decrease) 9.0% -4.9% -4.0%

Increase in Other Long-Term Liabilities (Decrease) -3.5% 0.9% 20.8%

Increase in Net Worth (Decrease) -3.1% -10.0% -18.8%

CASH FLOW RESULTS

Free Cash Flow for operating period 7.3% 1.9% -9.2%

Cash at beginning of operating period 5.3% 8.0% 8.6%

Cash at the end of the operating period 12.6% 9.9% -0.6%
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CASH FLOW SUMMARY

Over the three-year period from 2020 to 2023, several notable trends emerged in the Machine Shops industry, particularly

concerning cash flow.

Net Income and Expenses:   There was a gradual increase in Net Income from 2.1% in 2020-2021 to 3.0% in 2022-2023, indicating

improved profitability. Correspondingly, Less Total Expense remained relatively stable, slightly decreasing from 97.9% to 97.0%.

Cash Flow from Operations:  The Actual Change in Cash saw a positive shift from a decrease of -2.6% in 2020-2021 to an increase

of 3.3% in 2022-2023. Significant fluctuations in Adjustments to Net Income were noted, with a spike of 33.4% in 2021-2022 before

normalizing to 6.4% in 2022-2023.

Receivables and Payables:  Change In Receivables showed variability, ending with a 1.6% increase in 2022-2023. The management

of Accounts Payables also saw shifts, with a slight decrease in 2022-2023 at -1.8%.

Investment Activi ties:   Cash Flow From Investing Activities was negative throughout, notably at -11.1% in 2021-2022 and slightly

improving to -10.8% in 2022-2023. There was a notable increase in Decrease in Fixed Or Intangible Assets Increase by 11.4% in 2022-

2023, indicating potential investment in tangible assets.

Financing Activi ties:   There was a decline in Cash Flow From Financing Activities, from a positive 17.7% in 2020-2021 to -7.9% in

2022-2023. This change highlights reduced reliance on external financing. Noteworthy was the increase in Increase In Other Long

Term Liabilities Decrease by 20.8% in 2022-2023.

Miscel laneous Income and Expenditures:    Miscellaneous Income experienced significant volatility, declining drastically by -33.3%

in 2021-2022, followed by a partial recovery to -14.8% in 2022-2023. Expenditures rose sharply by 17.8% in 2022-2023, potentially

indicating increased operational investments or rising costs.

Free Cash Flow and Cash Production Costs:  Free Cash Flow For Operating Period decreased from 7.3% in 2020-2021 to -9.2% in

2022-2023, suggesting tighter cash flow availability. Conversely, Cash Production Costs exhibited variability, dropping to 49.9% in

2021-2022 before rising to 57.8% in 2022-2023.

Overall, the industry showed signs of strengthening profitability and tighter cash management, with a strategic shift away from heavy

reliance on financing and a focus on operational investments.
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CASH FLOW
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CASH FLOW

CASH FLOW 2020 - 2021 2021 - 2022 2022 - 2023

CASH FLOW FROM OPERATING ACTIVITIES

Net Sales $770,265 $873,781 $866,539

Less Total Expense $753,902 $848,668 $840,177

Net Income $16,363 $25,113 $26,362

Adjustments to Net Income ($117,945) $159,390 $37,973

Decrease in Accounts Receivables (Increase) ($20,576) $14,872 $5,705

Decrease in Inventory (Increase) $10,076 ($18,439) $8,363

Decrease in Prepaid Expenses (Increase) ($10,338) $4,746 $5,592

Decrease in Other Current Assets (Increase) ($72,913) $77,641 ($4,740)

Increase in Accounts Payables (Decrease) $2,497 $3,150 ($5,647)

Increase in Other Current Liabilities (Decrease) ($36,748) $51,917 $1,057

Depreciation & Amortization $10,056 $25,504 $27,644

Cash Flow from Invest ing Act ivit ies    $3,571 ($18,526) ($48,238)

CASH FLOW FROM INVESTING ACTIVITIES

Cash Flow from Invest ing Act ivit ies    $3,571 ($18,526) ($48,238)

Decrease in fixed or intangible assets (Increase) ($56,594) ($1,621) $17,664

Decrease in Long-Term Investments (Increase) ($194) $110 $84

Decrease in Other Non-Current Assets (Increase) $60,359 ($17,015) ($65,986)

CASH FLOW FROM FINANCING

Cash Flow from Financing Act ivit ies   $132,933 ($172,760) ($44,237)

Increase in Short-Term Financing (Decrease) $61,019 ($43,090) ($17,929)

Increase in Long-Term Financing (Decrease) $45,093 ($32,010) ($12,573)

Increase in Other Long-Term Liabilities (Decrease) ($10,344) $2,736 $61,852

Increase in Net Worth (Decrease) $37,166 ($100,396) ($75,588)

CASH FLOW RESULTS

Free Cash Flow for operating period $34,923 ($6,782) ($28,140)

Cash at beginning of operating period $15,938 $31,450 $26,150

Cash at the end of the operating period $50,861 $24,667 ($1,991)
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CASH FLOW
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Glossary

LIQUIDITY RATIOS

Current Ratio : Current Assets divided by Current Liabilities

This ratio provides a general indication of the extent to which claims of short-term creditors are covered by assets expected to be

converted into cash, within a period that roughly corresponds to the due dates of the current liabilities. Note that, the higher the

ratio, the greater the cushion between current obligations and the firm's ability to pay them. A general guideline suggests that a

current ratio less than 2 might indicate a potential cash shortage.

Current Liabi l i ties to Net Worth    : Current Liabilities divided by Net Worth

This ratio expresses the relationship between capital contributed by current obligation creditors and capital contributed by owners. It

indicates the ability of a firm to safely meet the obligations of current creditors. The higher the ratio, the greater the risk that a firm

will not be able to meet the obligations of creditors and a ratio less than 1 may be an indication of potential cash shortage problems.

Total  Liabi l i ties to Net Worth     : Total Liabilities divided by Net Worth

This ratio expresses the relationship between the capital contributed by creditors and the capital contributed to the firm by owners.

This provides an indication of the ability of a firm to meet creditor obligations and the lower the ratio the better financial condition

the firm is thought to be in. A high ratio may signal potential cash shortage. A firm with a low ratio usually has a greater ability to

borrow debt in the future.

Quick Ratio : (Current Assets – Inventory) divided by Current Liabilities

This is a measure of a firm's ability to meet short-term obligations without relying on sale of inventory. A ratio of less than one may

indicate a potential cash shortage.

Current Liabi l i ties to Inventory     : Current Liabilities divided by Inventory

This ratio provides an indication of the ability of a firm's inventory sales to generate the cash needed to meet the short-term

obligation of creditors. A ratio that is low usually indicates that the company will be able to meet short-term obligations. A high ratio

may be cause for concern and signal a potential cash shortage.

ASSET EFFICIENCY RATIOS

Sales to Net Working Capital : Sales divided by (Current Assets – Current Liabilities)

This ratio is a measure of a company’s turnover of working capital within a year and reflects how efficiently working capital is being

used. A low ratio may indicate the inefficient use of working capital while a high ratio may signal potential cash shortages and

indicate a risk of not being able to pay creditors.

Assets Turnover : Total Assets divided by Sales

This ratio is a measure of a firm's productive use of assets and a low percentage compared to the average for the industry usually

indicates high asset use efficiency.

Inventory Turnover : Cost of Goods Sold divided by Inventory

This ratio reflects the number of times a company’s average inventory is used (turned) during the operating period. Typically, a

higher ratio indicates greater production and sales efficiency.

Col lection Period  : Accounts Receivable divided by (Sales/365)

This indicates the amount of time (in days) that the firm must wait after making a sale before receiving payment. A long collection

period usually signals high delinquencies and the potential for cash shortages.

Accounts Payable to Sales : Accounts Payable divided by Sales

This ratio provides a measure of the efficiency of a firm and the ability to generate sales revenue to cover supplier expenses. A low

percentage may indicate an over reliance on supplier credit to support sales.
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PROFITABILITY RATIOS

Return on Sales : Net Profit divided by Sales

This ratio provides a measure of profitability by analyzing a return on sales, after all expenses have been deducted, including

operational expenses, depreciation, amortization, and interest. In general, higher Return on Sales is better. However, this ratio varies

greatly across industries, and should always be benchmarked to the most relevant industry peers.

Return on Assets : Net Profit divided by Total Assets

This ratio measures the return on the total investment in assets including those financed with debt as well as equity.

Return on Investment  : Net Profit divided by Net Worth

This ratio is a measure of the return or earnings on the money invested in the firm. This return must be high enough to provide

owners with an adequate return for the risk that is being assumed by keeping investments in the firm. A low return will also make it

difficult to attract additional investment capital in the future.

Sales per Employee : Sales divided by Number of Employees

This is a measure of the productivity of employees. In addition, this is a measure of how capital or labor intensive a firm is. A low

measure may indicate that the firm is labor intensive (or over staffed) and a high measure may indicate the firm is capital intensive

(or under staffed).

Profi t per Employee  : Net Profit divided by Number of Employees

This is a measure of the profits a firm is generating for each of its employees.
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Terms Of Use
The content of this report copyrighted to iCFO may not be copied or emailed to multiple sites or posted to a listserv without the

copyright holder's express written permission. However, users may print, download, or email articles for individual use.

DATA DISCLAIMER

iCFO’s industry metrics are relied upon by reputable firms, analysts and academics. The raw data covers more than 900,000

businesses operating in more than 2,500 industry segments. iCFO has refined powerful data management approaches that include

meticulous data cleaning procedures to ensure that the data meets necessary statistical research assumptions such as normality of

distribution and temporal stability, all resulting in the largest and most accurate database of its kind.

While the data in this report has been compiled with the greatest possible care to ensure reliability, iCFO recommends using the data

in combination with other tools and sources and not as ultimate standards. Please refer to Terms of Use and Disclaimer for details or

contact us if you have additional questions or would like to provide feedback.
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