1. [image: ]










Using this information, prepare an Income Statement for 2007 and a Balance Sheet for 2006 and 2007. Using that figure out the Cash Flow from Assets, Cash flow to creditors and Cash flow to stockholders. Show that the Cash Flow identity holds.
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4. [bookmark: _GoBack][image: tab0201][image: ]
a. What is the tax bill for both the firms?
b. What is the average tax rate for both the firms? Is there any difference between the average tax rate and marginal tax rate for the firms?
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Corporate Tax Rate Schedule

Tax calculation

Range of taxable income Base tax  + (Marginal rate X amount over base bracket)
$ 0 to$ 50,000 $ 0 + (15% X amountover $ 0)
50,000 to 75,000 7,500 + (25 X amount over 50,000)
75,000 to 100,000 13,750 + (34 X amount over 75,000)
100,000 to 335,000 22,250 + (39 X amount over 100,000)
335,000 to 10,000,000 113,900 + (34 X amount over 335,000)
10,000,000 to 15,000,000 3,400,000 + (35 X amount over 10,000,000)
15,000,000 to 18,333,333 5,150,000 + (38 X amount over 15,000,000)
Over 18,333,333 6,416,667 + (35 X amount over 18,333,333)
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