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1: Introduction

Purpose of Stock Analyst

Stock Analyst helps the investor find quality, growth companies which are
fairly valued, in order to achieve superior results.

Stock Analyst applies time-tested principles of long-term stock investing,
providing the charts and mathematical calculations necessary to prepare and
complete various analysis forms and worksheets. In addition, you will find
many optional items and formsto help you with your analysis.

Stock Analyst’s tools help you to complete a company study thoroughly and
consistently. To maximize return on your stock investments, it is prudent to
evaluate the performance of companies over a number of years. This helps
you to understand trends and to make better decisions. Manual methods of
calculating performance are tedious and time-consuming. Stock Analyst al-
lows investors to spend time in assessing and analyzing data quickly and
more comprehensively than would otherwise be possible.

Stock Analyst is not a black box that magically generates stock reports. Itisa
comprehensive analysis program that works along with your knowledge and
liberal application of judgment to help in making investment decision. Y our
responsibility is to become familiar with the company in order to make
judgments about its past and future performance. You are responsible for
making the ultimate decision about the merit of a company as an investment
for your portfolio of stocks.

Following the investing principles in Stock Analyst can be your basic path to
successful life-long investing. Take the time to learn what is important in
evaluating a company for investment. Develop your skill in using the Stock
Analyst to examine well-managed, quality growth companies that are fairly
valued. Doing these things will help you develop a portfolio of investments
with the potential to achieve your future financial security.

A Word of Warning to the Beginning Investor
This program is intended to provide tools for intermediate through advanced

1: Introduction Stock Analyst 3



level investors. There is no Beginner Level in this program, nor is there a tu-
torial.

As a beginning investor, you may be confronted with severa areas of learn-
ing: learning about the Windows environment, learning about Stock Analyst,
learning about investing terms and methods, and learning where data is found
and which datato use. Any or all of these could be obstacles to aquick start.

As a beginner, you should put Stock Analyst away and consider purchasing
Classic Plus, also developed by ICLUBcentral. Classic Plus incorporates a
wizard and other tools to help you learn how to analyze common stocks. By
taking you through each form or worksheet one step at a time, and by focus-
ing your attention on specific details, Classic Plus ensures that nothing is
missed. When you're ready, you can move up to Stock Analyst and use the
program with much greater confidence.

Help from Stock Analyst

Help

Stock Analyst contains extensive context-sensitive help. Pressing the F1
function key triggers context-sensitive Help for the item under the cursor.
You may find specific Help topics using the Search feature of the Help sys-
tem. Use the online Help system search capability to find all entries dealing
with your selected topic. Type in your search word, and click List Topics to
see the result of your search. Highlight a topic and click Display to see the
explanation.

This Manual

This manua can be useful in learning the basics of operation. You should
refer to the extensive Glossary for definitions and interpretations of terms,
references to where they are used in the program, and formulas for their cal-
culation. The manual is saved to your computer in Adobe Acrobat (PDF)
format when the program is first installed. The easiest way to discover an-
swers to your questions is to use Acrobat’s search function to quickly find
keywordsin the PDF manual itself.

In addition, printed copies of this manua are available for purchase from
ICLUBcentral. Visit www.iclub.com/nsa/ for more information.

Glossary

Also included with Stock Analyst is an online Glossary of terms. Select the
Help menu item and choose Glossary within Stock Analyst to access the
Glossary. You may also click the glossary button at the top of the help file
window to open the glossary.

Stock Analyst 3
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The Right Mouse Button

The right mouse button is used extensively within Stock Analyst. Its purpose
applies to several areas, depending upon the nature of the item clicked. Using
the right mouse button, you may:

Set or reset specific values

2. Select from alist of appropriate responses or enter a custom
response
3. Select or de-select a program option

If you are ever unclear about an item on the screen, use the right mouse but-
ton for guidance.

Help from ICLUBcentral

Technical support is available on the ICLUBcentral Inc. web site at
www.iclub.com. You may review the “Frequently Asked Questions’ section
of the web site and receive general information on using Stock Analyst.

ICLUBcentral provides alisting of help resources for users of Stock Analyst
on its web site at www.iclub.com/stockanalyst/tips/. Here you may find arti-
cles, PowerPoint presentations, tip sheets, links and other information that
may be helpful to you as you learn and use the program.

ICLUBcentral also hosts an informal discussion group for users of Stock
Analyst to talk about the program and learn new ways for using it. Conversa-
tions are conduced via e-mail. For more information on joining, please visit
www.iclub.com/products/N SA/usersgroup.asp.

The Answer to Your Question May Be at Your Fingertips

Before contacting ICLUBcentral Technical Support, be sure to review the
following sources first.

Select Heli from the Main Menu and use the
and [ 8earch |y srons

Check the Table of Contents and Index to see if the an-
swer to your question isin this Manual.

Use the Glossary in Help or the Manual to look up defi-
nitions for any of the terms used in the software or man-
ual that you do not understand.

Check the README text file that is located in the pro-
gram directory. It may contain information that was not

10
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available when the Manual and Help files were prepared.

When Requesting Technical Support

If you cannot solve your problem using online help, the most efficient way to
contact an ICLUBcentral Technical Support Representative is to use our web
help forms located at www.iclub.com/support/. Our experts will then easily
be able to retrieve and reply to your question or problem quickly and effi-
ciently.

Technical support is available for 90 days starting from the shipment date;
after that date, support is available to customers who subscribe to the
ICLUBcentral Investing Software Maintenance Agreement. This program
offers free updates, technical assistance by phone or online and other bene-
fits. For more information, see www.iclub.com/isupport/.

Use the following list as a guide to help our experts quickly answer your
guestions:

1. Write down the precise wording of any error message
displayed when you had a problem, including the names
of any files mentioned in the message.

2. Befamiliar with:

a) The version number of Stock Analyst (from Help |
About Stock Analyst).

b) The version of Windows you are using (from Help |
About Stock Analyst [System Info).

¢) The make, model and amount of memory (RAM) on
your computer (from Help | About Stock Analyst
|System Info).

d) The make and model printer if you have a question or
problem regarding the printing of reports.

3. Note your Stock Analyst serial number and date of pur-
chase/installation (from Help | About Stock Analyst).

Stock Analyst 3
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2: Installation

Installing Stock Analyst on your computer.

Installing and Running Stock Analyst

Performance

The complex algorithms and graphic requirements of Stock Analyst and the
Windows operating system will benefit from more than a minimal computer
configuration. As with any system, each computer component contributes to
overall throughput. Although computer speed and memory will affect overal
performance, newer components like video cards and printers may contribute
substantially to overall performance. Future program enhancements may de-
mand greater computer resources including processor speed, memory, and
hard disk space. Users should consider these factors when upgrading their
computer systems.

Specifications

Stock Analyst is a 32-bit program and requires Microsoft Windows XP or
Windows 2000 operating systems.

Minimum System Reguirements:
Pentium Class Processor

128 MB RAM

40 MB Hard Drive Space
Microsoft Windows 2000 or XP
800x600 Resolution

CD-ROM Drive

mmended System Requirements:
1GHz processor
256 MB RAM
100 MB Additional Hard Drive Space
Microsoft Windows XP
1024x768 Resolution
High-Speed Internet Access

Rec

wn W W W W WO W W W L W LN
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8  Subscription to adata service
Stock Analyst printsto all printers supported in the Windows environment.

The Stock Analyst database is only limited by the amount of hard disk space
available up to 1 gigabyte maximum.

Installation

Insert the Stock Analyst 3 CD in the drive. The start-up program will start
automatically and display an installation screen. Follow the promptsto install
the program.

For the latest information that could not be included in the manual, review
the README.DOC file on the Stock Analyst 3 CD. When installing the pro-
gram, you will see a prompt to access this file. Later it can be accessed
through the Stock Analyst 3 program folder using Windows Explorer, i.e.

/Program Files/I CLUBcentral/Stock Analyst/ReadMe.doc

Registration

Y ou must register your copy of Stock Analyst within thirty days of installa-
tion or the program will revert to demonstration mode, allowing only
limited functionality. Until you complete the registration process, you will be
prompted to register each time you start the program. To register, you must
first make sure that your computer is connected to the Internet, and then fol-
low the instructions on the screen. You will need your Serial Number from
the original Stock Analyst package in order to complete the registration.

Uninstalling the Program

To remove the program from your system, go to the Windows Control Panel,
select Add/Remove Programs. Find the entry for Stock Analyst, and click the
Remove button. Follow the prompts to remove the program files.

Database Backup

Power loss to your computer may cause the program’s database file to be
corrupted and no longer accessible. In most instances, the program will de-
tect this when you restart your computer. It will initiate the database backup
utility automatically while advising you of this action. Because of such pos-
sibility (however small), it is recommended that you backup your database
regularly. Back up of thisfile is possible from the Options | Backup database
menu item.

Stock Analyst 3
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3. Getting Started

Getting started with Stock Analyst requires an introduction to the major
components of the program as they appear on your computer screen. You
may read this chapter or go directly to Help | Quick Start Guide always re-
turning here for more detailed information.

Overview

The interface for Stock Analyst consists of three major components: the
Menu Bar and Toolbar (shortcuts), the List Panel (on the left) and the
Main Viewing Area.

F* Stock Analyst - [Company: AFFILIATED COMP SYCS -CL A - $5G Graph]

&l Fle View Company Options Window Help NS
Dl(E| & o @28 wWe
,i Stock Company. AFFILIATED COMP SYCS -GL A Dale: Jan 05, 06
Retieve Orline S5 Data Selection Prepared by: jnc D_ata source: S &P
Smbol: [ 6o IO cltior Where fraded: ACS - NYSE Industry: Data Processing & Outsourced
v P
s Guide Preferred [ “insiders | %institution
The most widely used aid to_ |Gommon 1243M] 00 00
Bl = good investment judgment  [Deqt $7636 W [% 1o Tot Cap. 206[% Pol Dil 49
<NEVY COMPANY> -| | [e0o REGENT QUARTERLY FIGURES
AFFILIATED COMP SVCS -CL 00 | 5005 - — B
BED BATH & BEYOND INC coj — ales ®inc i ]
ggﬁiic;‘g&?:ﬁw Ef?' li% Lalest Quarter  $1,311 8078 155 — =
ample;
EBRY (Saie) i Year Ago Quarter $14016 $0 TUZ %121 P 0%
FAMLY DOLLAR STORES (S §120_|Percentage Change  253% 83% 32% = 4,351 ,
FISERY (Sampie) oo | leastSqGr  283%  262%  362% = e
e i) lstsgRz 082 100 098 L] i
HARLEY-DAVIDSON (Sample ) ) // 7] 0%
JOHMSON & JOHNSON (Samg 10 Mid PrtGr  245% 264%  345% || =l
JOHMSOM CONTROLS (Samp Scalex 1000M 050 200M 15%
KOHLS (Sampie) . =
L-3 COMMUNICATIONS (Sam 10%
OREILLY AUTOMOTIVE (Sarr 3 e — R
PATTERSON DENTAL (Sample 2 | — | —1—] 5%,
RERAL CARE GROUP INC L3 | ———— I B S ey
STARBLCKS (Sampls) ; ﬁ: 1 1]
SYSCO (Sample)
S | 1886 1997 1988 1989 2000 2001 2002 2003 2004 2005 2006 2007 2008 2005 2010
Compaisons (1) Hist. Sales Growth 29.3% (3) Hist EPS Growth 26.2%
Portfolios (2) Est Future Sales Growth 200% (st Souare) (4) Est. Future EPS Growth  200%  (Lst Souare)

The Menu Bar provides access to File, View, Options, Window and Help
menus (as well as other choices that may appear when using different fea
tures of the program) containing general program commands. Directly below
is the shortcut Toolbar with 10 icons for one click access to most commonly
used screens. New Company form, Open Company Database, Save, Print,
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Sort Screen, Update Company Prices, Update Companies, Favorites, Prefer-
ences and Help

The List Panel, aong the left column of the screen, contains commands for
inputting and viewing company data, stock comparisons, and your portfolio
of stocks.

Choosing a company, comparisons, or portfolio button and the List Panel
will open those forms, graphs, guides, and data entry screens in the Main
Viewing Area. You will perform your stock analysis in this window. All
company stock analysis forms can be quickly accessed by clicking tabs at the
top of the Main Viewing Area.

Calculations and Data Entry

Cadlculations in the Stock Analyst program are accurate; however the results
are formatted and displayed for easy interpretation. This may be a cause of
concern to the user.

An example would be the calculation of a Price-Earnings Ratio (PE). The
computer may calculate a number to be 12.3456. For clarity, it is displayed
and printed as 12.3. Rounding a number for display does not result in aloss
in accuracy in the computations because the calculations are always based on
the internal representation of the numbers.

The most obvious example of the rounding and truncation is in the calcula-
tion of certain values such as Estimated High and Low Prices.

For example, a PE Ratio may be displayed as 12.6 and the Estimated EPS as
$3.33. In actuality, the values (stored internally to the computer) are fraction-
aly different. The answer displayed ($42.09) is based on the actual figures
stored in the computer. This is different from the answer of $41.958 that
would result from doing the multiplication using the displayed numbers. The
rounding of numbers does not significantly ater the resulting analysis,
though the values themselves are dightly different.

Entering Numbers

Entering 0 On avery few occasions you may need to enter a0 (zero) for ac-
(zero) asdata  tua reported data. Since zero isinterpreted as no data by Stock
Analydt, to ensure proper interpretation enter avery small num-

ber, i.e. 0.001.
Large num- Large numbers, for instance of sales, could sometimes present a
bers problem. In these instances, use the units selection option in the
Company Data entry window to choose Billions instead of Mil-
lions.

Negative num- Negative numbers are entered with aminus sign (-), e.g. —-12.34.
bers

Stock Analyst 3
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Simplifying Enter only the most significant digits (i.e. 123,456,000 are en-
enteringdata  tered as 123.4 or 123.5 millions). The loss of accuracy due to
rounding or truncation will not appreciably affect the results.

Modal Windows

Stock Analyst uses some “modal windows’ for changing some values or
making selections. Y ou must close a modal window (by clicking the appro-
priate button: OK, Cancel, Exit, Close, etc.) before you can access any other
window in the software.

Menu Items: File, View, Options, Window

The menu items: File, View, Options, Window, and Help are standard Win-
dows menu items.

FileMenu

The File menu contains commands for creating, opening, saving, and printing

program documents, and for exiting the program. The File menu includes:
ITEM DESCRIPTION

New Select to enter data for new Stock Selection Guide, port-
folio, Stock Comparison Guide or Challenge Tree.

Open Select to open SSG, Portfolio, Challenge Tree, Stock
Comparison Guide or Prospector.

Save Save the file with al parameters and judgments.

Save As Save the file as a generic SSG (with judgment removed)

(datafile) or SDF datafile to your computer.

Export Export multiple companies from your database as SSG or
SDF datafiles.

Print Print the report shown on the screen.

Print Report Allows you to print a customized selection of analytical

Selections reports about a specific company.

Delete Delete a portfolio, company, SCG, or Challenge Tree.

Update Update prices or company data from the internet.

Last Used List Up to fiveitems last viewed or changed

Close Closes the currently open company.

Exit Exit from the program.

View Menu

The View menu contains commands for showing toolbars and sorting records
on screen. The selections in the View menu include:

16
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ITEM

DESCRIPTION

Sort Companies

Company/Favorite
Web Sites

List Pan€l
Toolbar
Status Bar

Refresh
Company Menu

Shows the view/sort records screen.

Opens the ‘ Favorite web sites’ box with links to
company and other web sites.

Shows or hides the list panel.
Shows or hides the shortcut toolbar.

Shows or hides the status bar along the bottom of the
screen. Includes date and time.

Refreshes the main window display.

The Company menu contains commands for showing toolbars and sorting re-
cords on screen and is only available when you have a company open for
analysis in the main viewing area. All of these controls except Preferred Pro-
cedure can be accessed with one click of the iconsin the Main Viewing area.
The Company menu includes:

ITEM

DESCRIPTION

Data Entry dataen-
try: Company Menu

Preferred Procedure

Graphs

Analysis

Reports

Portfolio Menu

Enter or change company’s historical data.

Calculates future earnings using historical sales
growth and other estimates.

Select graphsin which to view datafor:
- SSG Graph
Section 2 Graphics
PMG Graph
PERT Graph
- Trend Graph
Go to one of the following sections for the company:
SSG Graph
Balance Sheet
Stock Checklist
SSG Report
Go to one of the following reports for the company:
PMG
PERT A
PERT B
Balance Sheet Report
Company Data Report

The Portfolio menu contains commands for showing toolbars and sorting re-
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cords on screen and is only available when you have a portfolio open for
analysis in the main viewing area. All of these controls can be accessed with
one click of the reportsin the Main Viewing area as well at the bottom of the
screen. The Portfolio menu includes:

ITEM DESCRIPTION
Edit Portfolio Enter or change Portfolio name or account informa-
tion.
Summary Presents a screen of the portfolio holdings. Each col-

umn can be sorted by clicking the heading. Add, edit
or delete holding from this screen.

Analysis Presents a screen of the portfolio holding with analy-
sisthat can be sorted.

PERT Report Summary report of al holdings.

Diversification By capitalization, revenue, sector or currency. In-
cludes graphs.

Retirement Planner Takes current portfolio with adjustable inputs to cal-
culate aresult.

Update Prices While online, will get current prices for the portfolio
holdings.

Options Menu

The Options menu allows the user to alter parameters for the various reports
and analysis areas of the program. The selections in the Options menu item
include:

ITEM DESCRIPTION
Calculator Opens calculator.
Backup database Creates backup file of program database.
Restor e database Restores previously backed up files.
Clear database Removes all data from program database.
Preferences Opens the ability to alter parameters for reports,
analysis, and program settings.
I ssue share splits Records stock splits.

Window Menu

The Window menu alows the user to toggle between or view two or more
different stock analysis, portfolio, and SCG windows at one time. The selec-
tionsin the Window menu item include:

ITEM DESCRIPTION
Cascade Creates a view where al windows are visible and
stacked.

18
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TileHorizontal

Splits screen among all active windows horizontally.

Program Manual
Quick Start Guide

Check for Program
Updates

Enter Unlock Code

Registration

Stock Analyst
Website

About Stock Analyst

TileVertical Splits screen among all active windows verticaly.
Windows List Lists al screens open with a check next to the active
window.
Help Menu
The Help menu selections include:
ITEM DESCRIPTION
Contents Contents for entire Help system.
Search Search the Help system via keyword of Index.
Glossary A complete hyper-linked glossary of investing termi-

nology.
Viewable or printable manual using Adobe Acrobat.
Quick guide to getting started.

Periodic improvements and enhancements may be
posted and thisis a shortcut to the website.

For registered users, this is grayed-out. For users of
the demonstration version, you may enter a seria
number here to unlock the program during or after
your 30 day trial period.

For online user registration.
A quick website link to ICLUB.com.

Version number, serial number, owner, system infor-
mation, addresses, phone numbers and links to sup-
port.

Stock Analyst 3
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4. Companies

The Companies List Panel lets you select companiesto view and analyze.

Companies List Panel

Prink

Fetrieve Online 556G Data
Symbal ; Go |

Companies |

Al Companies j

=MEMN COMPARY = -
AFFILIATED COMP WS -CL:‘
BED BATH & BEYOMD IMC co
CHEESECAKE FACTORY (Sar

The Company List Panel consists of three parts:

ITEM DESCRIPTION

Companies Displays the company list. Open by default upon
start of the program. A new installation of Stock
Analyst is provided with several sample companies
to help you get started.

Drop-down list box The drop-down list box contains an “ All Compa-
nies’ item and the names of your portfolios. Select-
ing “All Companies’ displaysall the companies en-
tered into your database. Selecting a portfolio name
displays the companies you have entered for that
portfolio. “All Companies’ is the default upon start
of the program. A new installation contains 2 sample
portfolios: “Persona” and “Club.”

Company Listing Displays alist of company names. Click anameto
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ITEM DESCRIPTION
display the company’s chart in the main viewing
area. It is possible to have multiple companies, or
multiple copies of the same company, open in the
viewing area. A warning dialog will appear for each
additional attempt to open a company window.

Loading a Company

Loading Directly from a Stock Data Service

One way to work on a new company is to load data from BetterInvesting’s
S& P Stock Data Service.

Once you have a Stock Data Service ac-
count, enter the stock symbol in the Print
symbol field and push the ‘Go’ button.
Access to Stock Data Service: Make sure
that your user name and password are | —

entered into the Preferences | General Retrieve Online S5G Data
area Syrnbol : Go

You can aso use the File | Open | Com-
pany screen and choose ‘ Import S& P Stock Data Service' tab.

Loading from Your Computer

In its database, Stock Analyst provides an initia sample list of companies.
The studies for the stocks that are preloaded have been completed as educa-
tional samples and are not meant as recommendations.

To load a company from alocal computer, smply click it from the list menu
on the left or go to the menu line at the top of the screen, click File | Open |
Company. This shows you the list of companies in your database, on your
computer as SSG or SDF files or ones that can be downloaded while online.
Select the company you wish to load and click OK.

See Chapter 8 — Company Data for more detailed information on datafiles.

Starting a New Company Study

To enter a new company manually, go to File | New | Company and enter as
much data as possible, or as much as is necessary to create a workable SSG
analysis. See Chapter 5— Company Data Entry Window for more detailed
information.

Company Window
The company window displays awealth of company datain useful ways. The

Stock Analyst 3
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tabbed icons on the toolbar in the company window allow you to select the
type and format for data display.

AN =2 e 3 rerT ]| | | |1 3 &,
ﬁ . ] ey DATA
T Stock Company: AFFILIATED COMP SVCS (Sample)  Date: Sep 24, 03
» Sel ti a IGC User Dafa source: S &P
Hn'f erLecrion fraded: AGS - NYSE Indusiry: Data Processing & Outsourced
lﬂ Guide® Preferred [ “lnsiders [ %insfufion
s s The mast widely used aid to  |Commaon 1332M] 00 ] 0.0
R o good investment judgment  [Debt $500.1 M [%6 o TetCap. 17.1]% Pot Di.7.7
200
100
— L]
i /i" — et v
50 /S =
4 | 30%
3 AL o4 .
$3,787 M
20 25%
//// 20%
10 Il / ,-—/j]
7 5%
- - Ot 10%
; g, zeis =8 ——
—
9 /-///__, ‘_'_'_'_'_'__,_f—'_'_'_'- 5%
[——— =
,—-’_’-—l._—'—"—ﬂ |
1 ééf—
1984 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008
(1) Hist. Sales Growth 36.8% (3) Hist EPS Growth 28.2%
(2) Est Future Sales Growth 20.0%  (LstSquare) (4) Est Fufure EPS Growth 20.0%  (LstSquare)

The following provides a summary of the company window’s options. Fol-
lowing sections provide more detail about each option.

ITEM DESCRIPTION

Stock Check List Shows the Stock Checklist (see the Options menu
to turn on and off the display of this button).

SSG Graph Shows the Stock Selection Guide Part 1, Visud
Analysis (SSG Graph).

SSG Analysis Evaluates management and Price-Earnings ratios,
and gauges opportunity for total return.

SSG Report Helps you determine whether a company meets

your goals as an investment (see the Options menu
to turn on and off the display of this button).

PMG Report & Portfolio Management Guide report and graph.
Graph
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ITEM DESCRIPTION

PERT Company Portfolio Evaluation Review Technique
reports. Select from PERT A, PERT B or the PERT
Graph.

Balance Sheet Report Shows information about the nature and amount of
acompany’s assets, liabilities, and shareholders’

equity on agiven date.
Balance Sheet An analysis of the Balance Sheet.
Analysis
Data Entry Provides data entry tabs for reports and analyses.
Data Report Displays the Data Report.
Trend Graph Allows comparisons of different financial metrics

from a company.

Stock Check List
The Stock Check List isasimplified analysistool.

L, L FerT||| [ Perr]| | (F2] B | {[ el
B EEREE B
.S;I ock Cormpany AFFILATED COMP SVCS -CLA
C )""‘ e F®k Prepared by 11k User
Lis P‘% Date 05 Jan 2006
Jor Begidung Invesiors
1 PAST SALES RECORD
Sales for most recent year were s 435118 M
Sales for next most recentyearwere 293 4,106.39 M
Total of abowe (1+2) [EN 245755 M
Figure above divided by 2 9 4,228 78 M
Sales 5 years ago were )3 1,962.54 W
Sales B years ago Were ... (] 1.642.22 W
Total of abowe (H+6) (G 3,604.76 M
Figure above divided by 2 @9 1,802.38 M
Increase in sales in above period (& from 4) @3 2,426.40 M
Percentage increase in sales (9 divided by B (10 13462 %
COMPOUND ANMUAL RATE OF SALES GROWTH WAS 1860 %
Look for the percent increase that meets the objective you set
2 PAST EARNINGS PER SHARE RECORD
Eamings Per Share for most recent yearwere ... (O] 312
Eamings Per Share for next most recent yearwere ... ] 2.85
Total of abowe (142) ()] 577
Figure above divided by 2 @3 288
Earnings Per Share 5 years ago wers ... (D] 1.03
Eamnings Per Share & years ago were 63 0.83
Total of abowe (BHB) ... 3 1.86
Figure above divided by 2 @3 093
Increase in Eamings Per Share in abowve period (8 from 41 )] 1.96

SSG Graph

This graph records and measures historical growth of sales and earnings.
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SSG Graph Options

The SSG Graph has many options to help in your
viewing and analyzing the graphs. Right-click on
the graphs to access a popup window similar to
the following. For more detail, see Chapter 9 —
Stock Selection Guide Graph.

Note that the options available may appear differ-
ently from those in this illustration, depending on
the exact location where you click on the graph.

The following options are available in the popup

w Show Header

355G Graph Options
Sales [
EPS ]
Prices 4
Preferred Procedure

w Plot Pretax Income

v Plot Trend / Projection lines

Recent Quarterly Figures
Growth Calculation »
w Zone Indicator

windows on the SSG graph.
What's this?
ITEM DESCRIPTION
Show Header Shows/hides the top strip on SSG graph.

SSG Graph
Options

Sdles

Opens window to allow customization of the display of SSG
Graph.

Plot Historical - Shows historical values for company sales.

Draw Trend Line - Draws historical trend line of company
sales using least squares method.

Draw Projection Line - Draws future trend line based on

24
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ITEM

DESCRIPTION

EPS

Prices

Preferred Pro-
cedure

Plot Pretax In-
come

Plot
Trend/Projec-
tion Lines

Recent Quar-
terly Figures

Growth Calcu-
lation

Zone Indicator

company’s historical sales.

Plot Historical - Shows historical values for earnings per
share.

Draw Trend Line - Draws historical trend line of company’s
earnings per share.

Draw Projection Line - Draws future trend line based on
company’s historical earnings per share.

Preferred Procedure - Uses projected sales as starting point
for calculating future EPS.

- Draws yearly high and low stock prices.

Display Prices as Fractions - Displays stock prices as frac-
tion valuesinstead of decimal values.

Displays screen to calculate future EPS growth based on es-
timates of sales and other values.

Draws values for pre-tax income. Useful for understanding
the relationship between sales and earnings.

Draws or hides all projection lines.

Displays the quarterly information box in the top left corner.
Y ou may want to remove this box for a better view of his-
torical data on the graph.

Growth Calculation is either mid-point or least squares:

Mid-point - Uses a mathematical algorithm to calculate
growth based on averaged values.

Least Squares - Applies acomplex mathematical formula
using regression methods to calcul ate growth.

Shows/Hides the Zone Indicator. For completed SSGs, the
Zone Indicator shows the Buy, Hold, and Sell zones at the
right hand side of the SSG graph.

What' s this? Clicking this selection opens a small help window that ex-
plains the SSG graph, and provides alink to additional help
information.

SSG Analysis

Thisisawindow open to the back page of the Stock Selection Guide (SSG).

Stock Analyst 3

4: Companies

25



x

e

E[RI]

2 EVALUATING MANAGEMENT AFFILIATED COMP SYCES -CL A Jan b, 2006 =
1996 | 1997 | 1998 | 1989 | 2000 | 2001 | 2002 | 2003 | 2004 (2006 | | AE | TREND
% Pre-tax Profit on Sales
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3 PRICE-EARNINGS HISTORY as an indicator of the future

This shows how stock prices have fluctuated with earnings and dividends. 1tis a building block for translating earnings into
future stock prices

Current Price: $61.13 52 Wk High: $6220 52 Wk Low: $4581  Dividend: $0.00
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Year PRICE Ea;ﬂépgs Price Earnings Ratio Di\”:“i‘?”d % Payout | % Hi. Yield
HIGH LOWi Shere | HIGH (=C) [LOW B=C) | ahore | F-CX 100 | F=BX 100
1 2001 $33.84 $16.31 $1.23 316 13.3 $0.00 0.0% 0.0%
21 2002 $57.05 $35.10 $178 321 19.7 3000 0.0% 0.0%
3| 2003 $56 56 $3270 F2.21 256 148 3000 0.0% 0.0%
41 2004 $57 96 $42 10 $2.65 219 159 30.00 0.0% 0.0%
5| 2005 $61.23 545 81 $3.12 196 147 30,00 0.0% 0.0%
5| TOTAL Fr2o 1307 783 00%
T AWG $34.40 26.1 15.7 0%
2 | AVERAGE PE 209 [3] CURRENT PE 192 EPS=§313  Rv=417

Projected Values: PE=192 EP5=$319 RV=917 (=0 PEG Ratio=096
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SSG Analysis Options

Various options and selections are available | 55G Analysis Judgment
with a click of the right mouse button in Sec- Section 2 Graphics

tion 2 of the SSG Analysis screen.

Note that the options available may appear E!Erlﬂ Extras
differently depending on where you click on Display Prices as Fractions
the graph.

. . . . Set Zone »
The following options are available in the
popup windows in Section 2. wihat's This?
ITEM DESCRIPTION
SSG Analysis Judgment Opens window that summarizes all judgment

areas on the SSG and provides an opportunity
to edit or reset to default values.

Section 2 Graphics Opens window in which several dataitemsre-
lated to Section 2 data. Note that this option is
visible only if you right-click on Section 2 of

the SSG form.
Debt to equity Displays debt to equity metric in SSG Part 2.
Part 3 Extras Part 3 Extras shows the projected values for

EPS, Price-Earnings ratio, and the method of
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calculating projected PE.

Display Prices as frac- Y ou may display price datain decimal or frac-

tions. tional format.

Set Zone Set Zone provides the choice of the normal 33-
33-33 or the 25-50-25 zone ranges for buy,
hold, and sell.

What' s this? Opens asmall help window.

Projected PE Calculations

Right clicking in the Projected Vaues line in Proiected PE Calculations
Section 3 of the SSG form brings up this win- ™ |ahar's This?

dow. For more information on these selections,

see Chapter 14 — Portfolio Evaluation Review Technique.

The following options are available in the popup windowsin Section 3.

ITEM DESCRIPTION
Projected PE Calculations Allows you to choose from:
Last 4 Quarters EPS
ACE Forecasted EPS
EPS Growth (Graph)
What' s this? Opens asmall help window.

Highlighted Areas

Yellow highlighted areas indicate where judg- [ Fi . .
. rice Eamings Ratio
ment may be added. Strike out data that you ' HIGH (oG] LW (0]
consider not representative. Click on the cell to
. o . ; 1 53 451 148
exclude/include the item; the item will toggle T w13 77
between blue (included) and red strike-out (ex- :I]-E 1 m m
cluded) text. Review appropriate sections in this : :
manual to determine why you may want to ex- .46 641 313
clude certain data from your analysis and the 104 e U
program’s calculations.
ITEM DESCRIPTION
Enter Judgment In some cells, you may enter avalue other than

what is calculated. Enter Judgment allows you to
set avalueto suit your expectations.

Reset Judgment Uses the value that Stock Analyst would nor-
mally calculate. Y ou may also reset judgment for
one or al reports from the Options menu item.
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PMG and PERT

This section provides an overview of the PMG and PERT reports and a list-
ing of the options common to both reports. Subsequent sections provide more
detail on each of these reports.

A number of reports in Stock Analyst can help investors make decisions
about investing in stocks. PMG (Portfolio Management Guide) and PERT
(Portfolio Evaluation Review Technique) are two of these reports. They
complement and add to the SSG (Stock Selection Guide) in their functions. A
completed SSG is a pre-requisite to working with, understanding and benefit-
ing from these additional reports.

Purpose of PMG and PERT

The purpose of the PMG and PERT is to track the ongoing achievements of
the company so that you may compare them to estimated figures from the
SSG. Ongoing refers to recording and monitoring stock price and PE Ratios
(Price-Earnings ratios) each month, and sales, EPS, and pre-tax income every
quarter (3 months). The basis of comparison for tracking these achievements
or performance comes from the SSG. In the SSG, you set company objec-
tives:

Growth: In Part 1 of the SSG by setting trends and projections for

sales and EPS.

Quality: Calculated in Part 2A of the SSG as pre-tax income on
sales.

Value: Calculated in Part 3 of the SSG as historical average PE Ra-
tios.

Risk: Calculated in Parts 4 and 5 of the SSG as upside/downside ra-
tio, price zoning, and total return; also in the SSG Part 1 Graph -
Capitalization box as debt to capital.

Use PMG and PERT each reporting period to measure how these items vary
from your expectations. Variation from your expectation is a cause for con-
cern and demands investigation.

For stocks that you hold, this monitoring of company progressis part of your
portfolio management process.

PMG and PERT flag potential buy and sell possibilities. It is important to
stress that a buy or sell decision should only be derived after consulting an
updated and properly completed SSG.

The PMG and PERT reports complement the SSG. Much of the information
recorded in these reports is derived from the SSG. This implies that the focus
to successful investing is a thorough knowledge of the SSG. You should
choose to start learning the PMG and PERT reports only when you are thor-
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oughly knowledgeable with the SSG. Having this sound foundation will im-
prove your understanding and use of these additional reports.

PMG Report

The Portfolio Management Guide (PMG) alows you to determine if stock
buying opportunities exist. Y ou enter stock datain the PMG Report. Click on

ayellow field to enter data.
AFREENE
See Chapter 12 of the NAIC Official Guide for istructions on

Por tf olio the use of this guide.

Management Guide

Company AFFILIATED COMP 5VCS -CL A [ACS) Prepared by IClub User Jan 5, 2008

1 PRICE FARNINGS ZONES Referto secion 3, colurans Dand E, line 7, of your Stock Selection guide study of this company for |

the information in columins 2 and 3 below.

1 2 3 4 5 3
Average Price Eamings Sum of Cols. Calurnn 4 Calurnn &
YEAR Ratios for Previous 5 Years 2and3 Divided by2 Multiplied by 112
i Low PiE High PIE
High Low Guide Line Guide Line
2002 302 155 457 229 343
2003 305%‘] 158 462 231 347
2004 292 153 445 23 334
2005 274 158 431 218 324
2006 26.1 157 418 209 314

2 PRICE ZONES See Section 4C of Stock Selection Guide. 1 below is top of Buy Zone. 2 belou is botiom of Sell Zane

YEAR. 1. Consider Buying Below 2. Consider Selling Abave
2002
2003
2004

2006 ~|

Enter your data in the data entry dialog. Y ou can enter four pieces of datain
the report: the High and Low price to earnings ratios and the monthly buy
and sell prices.

The report performs basic data calculations and graphs the results in the
PMG Graph.

See Chapter 13 — Portfolio Management Guide for more information con-
cerning using the PMG Report and Graph.

PMG Graph

The PMG Graph shows how price, PE, and RV (relative value) compare to
the expectations set in the SSG. Price items show in blue and PE itemsin red.
Scales for each are color-coded and may be altered by clicking on a plotted
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line with the right-mouse button and selecting from the pop-up menu.
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See Chapter 13 — Portfolio Management Guide for more information con-
cerning using the PMG Report and Graph.

PMG Graph Options

Right-click on the PMG Graph to display the Display Prices as Fractions
options for the screen.

What's This?
ITEM DESCRIPTION
Display Pricesas Displays stock prices as fraction values instead of
Fractions decimal values.
Reset Scale Resets scales to their computer-calculated value.

30

4: Companies Stock Analyst 3



PERT-A

PERT A is a worksheet where calculations from the quarterly data provide
additional information about growth and profitability. The PERT A report al-
lows for a quick scan to assess trends in the company’s profitability, sales

trends, etc.
FEEEE
PERT Worksheet - A
Company AFFILIATED COMP SVCS -CL A(ACS) Prepared by
GQUARTERLY DATA
EPS PRE-TRX PROFIT SALES INCOME EPS PRE-TAX PROFIT
PERID % CHANGE HnL % SALES | % CHANGE $hilL % CHANGE ,I;;{E $ ML % SALES

09093

1298

03493

(593

09093

1289

0300

0600

(800

1200 0.30 528 10.6% 5008 365%

0301 032 577 10.8% 5336 34.8%

0601 033 600 10.9% 5505 32.7%

0501 038 703 10.7% 6550 32 4% 133 2408 108%
120 043 44.1% 599 120% 70.0% 7504 49.8% 335% 146 2778 11.2%
0302 048 43.8% 998 125% F25% 2007 50.1% 342% 1860 3193 11.8%
0802 050 51.5% 112 13.0% 5% 8568 EBE% 356% 177 372 12.1%
0802 051 325% 1124 127% 60.0% 8826 347% 35.1% 180 4133 12 6%
1202 053 247% 1184 13.0% 31.7% 4082 21.1% 35.9% 200 4418 12.8%
0303 057 23.9% 1272 13.0% 27 5% 9318 226% 356% 21 469.3 12.9%
(503 061 22.0% 1363 13.4% 225%] 10142 18.4% 35.7% 222 4943 13.1%

‘ | 0303 ne» b ﬂﬂiﬁ 1389 13 4% PIEY 10366 17 5% 35 7% 233 5208 13 2% :

Enter and edit data for PERT A in the in the Company | Data screen or click
the Company Datalcon in the Main Viewing area.
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PERT-B

PERT B uses historical yearly data to calculate PE Ratios, payout, and divi-
dend yields.

ERIEE =
PERT Worksheet - B

Company AFFILIATED COMP SVCS -CL A (ACS) Prepared by IClub User  Jan 5, 2006
% PATOUT

PRICE RANGE FiE RATIO 5 TEAR RYERLGE P/E RATIO oI ¢ THS svear | wHeH

YEAR EPS HIGH Lo HIGH Lol HIGH G Lo SHARE YEAR | RVERAGE | YELD
1991
1862
1883
1884
1885

1996 o4 1344 6.4 330 170
1987 0E3 1600 855 305 138
1998 063 1988 1075 338 172
1999 083| 2588 1113 32 135
2000 103 | 2650 1550 259 181 305 234 163
2001 123 | 3884 1831 3B 133 302 228 155
2002 178 | BFO05 | 3510 324 197 305 234 1538
2003 221 EB5E | 3270 256 148 202 23 153
2004 285 | BTGB | 4210 219 158 2r4 218 158
2005 312 | 8123 | 4581 196 147 261 208 157

Enter and edit datafor PERT B in the Data Entry window.
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PERT Graphics

PERT Graphics shows quarterly and moving averages of % Change of EPS,
% Change of Sales, $ Change of Pre-Tax Profit and % Pre-Tax Profit Asa %
of Sales.

E | T O e ez ol T | Tl B
A RLILEEFEEEEE
PARRS G ics
'ﬂﬂ‘_ PERT Graphics
TR Company AFFILIWTED COMP SVCS -CL A Prepared by jnc_Jan5,2006
100 509 0RO | 0601 OBZ B2 0644 0G5 0BG = 100 5109 0RO | 0BT OB B2 064 BNS 0BG =
a0 = ap g
80 80
70 70
80 80
50 A 50
40 40
30 A 30
20 \ — 20
10 7"‘\\\\ 10 e
0 % Change EPS { j 0 % Change Sales N j
100 9 0600 0601 06112 0603 0604 0615 06106 = 201 0gigg 0800 0B 062 |0GI3 064 0GOS 0BG =
90 Z Z
80
70
80 ki
50 10
40
30
20
10 : : :
a % Change Pre-tax Profit v H j 0 % Pre-tax profitas % of Sales j
Cluarterly —  Woving 4 Quarter

The arrow heads in each graph can be used to adjust the scales. Right click-
ing in the graph provides severa options, including resetting of the graph
scalesto default values.
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Balance Sheet Report

The Baance Sheet Report helps you perform fundamental analysis beyond
the Stock Analyst’'s Stock Selection Guide. It includes metrics about the
company’s financial position, including debt levels, cash flows, capital struc-
ture analysis, and growth rates and val uations.

7 =T = 5
MEE R R R G E s
& B
Balance Sheet Report
Company ~ AFFILIATED COMP SVCS -CL A
Prepared by IClib Tser  Jan 5, 2006
Quality -
VL Safety Industry Data Processing & Outsourced
VL Financial Sector Mot Defined
WL Tirmeliness Beta 0es
S&F Cuality Rating B+ EPSRZ 1
Capital Structure Latest ¥ Change
DebtiCapital 206% Cash onHand 34.225 -45%
Assels/Equity 176.7% Receivables 1111926 316%
CashFlowiDebt 838% Inventories 0000
Short Term Debt 647 CurAgsets 1343472 3B7%
Cur Liabilties 862860 52.2%
Int Paid on Debt Due 0000
Annual Growth Ty 5t 10 R
Hi Price 41% 97% 204% 095 =
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Balance Sheet Analysis

Balance Sheet Analysis is meant to help identify factors in the company’s
capital structure that indicate a strengthening or weakening financia posi-

tion, apart from the cash flow or income statements.

EEEGEEEST

Balance Sheet Analysis
Company AFFILIATED COMP SVCE -CL A
Prepared by [Chh User  Jan 5, 2006
. Ihcreasing - AR moving in the wrong direction. Indicates customers are nat paying their bills, which
Accounts Receivable 32% vy meanhey are not satisfied it the product
Drays waiting for payment this year 93 Caution - Wating period appears quite high
Drays waiting for payment prior year 75 Cautior - Wating period appears quite high
Inventories iR,
Irventory turnover days this year A
Sales or Revenues 6% Increasing - OK, right direction.
Sales to Accls Receivable Ratio 632 Cautior - AR growing faster fan sales.
Sales to Inventories Ratio 6:0 0K - Sales growing faster than lverfories
Plant & Equipment A
Long-term Debt 101% | Increasing - Caution, wrong direction.
Long-term Debt this year $ra0
Long-term Debt prior year Fare

-

Though the report is called ‘Balance Sheet Analysis,’” it does more than just
look at the balance sheet itself. Balance sheet analysis shows changesin Ac-
counts Receivable, Inventories, Sales in relation to Accounts Receivable and
Inventory, Plant and Equipment, Debt, Interest Coverage, Number of Shares
Outstanding Trend, Cost of Sales, Cash Flow Growth, free cash flow margin,
earnings confidence rating, net income as compared to net cash, and cash po-

sition per share.
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Data Entry Screen

The Data Entry Screen allows you to
the company.

enter and/or modify any data item for

Edit - AFFILIATED COMP SYCS -CL A k

Symbol |ACS
Exchange |MYSE -

FMG Monthly Prices ] annual Report Data ] Hotes ] Optionz ]
Company Info ] Company Data ] Yearly Data ] Quarterly Data ]
Marme AFFILIATED CORMP SWES -CL A

Source S EF -

Induztiy |Data Frocessing & Outsourced

ﬂ Referance

Sectar |NotDefined ﬂ
Address | Contact Person
| Telephane
City | Country
State/Province
i Internet |
Zip/Postal

Date of Source (Data] |Jan/04/2006
Diate of Last P |jyn/30/2005

Update Mew

|Jpdate Price ‘ Update Data ‘ [ Diata Oy

Last Updated |Jan/05/200F
Updated by |ICIub User

[T Lock Data Help ‘ ok ‘ Qancel‘

Click the tabs at the top of the Main Viewing Window to change to the
relevant section. See Chapter 5 — Company Data Entry Window for more

information.
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Company Data Report

The Company Data Report is a simple report listing all raw data about the
company used to generate the Stock Selection Guide. Its purpose is to alow
you to see, a aglance, al the relevant information that went into creating the
analysis of the company. If you manually input data, this is great for check-
ing for keying errors.

A=A e L, L, perT]| | ([ regr || [F2e] | {[ g 5
FEE L EREEEEE L
Company Company AFFILIATED COMP SYCS -CLA
Data Syrabol AGS (NYEE)
Report Date Jan 5, 2006
COMPANY DATA
S{&bul ACE Source of Data S&P Address
Extmange NYSE Last Studied Jan$, 2006 ||
Industry Data Processing & Outsourced City
Sector Mat Defined State / Province
Current Price 551,13 Current Price Date  Jan 4, 2006 Zip ! Postal Code
£2Week High Price  $62.20 AGE EPS Projection  §3.41 Country
52 Week Low Price $45 81 Commaon Dividends Internet
Preferred Shares Contact
Tatal Debt $7636 (mil) Outstanding Shares 1243 (mil) Telephone
Total Capital $3,713.1 (mil) Diluted Shares 130 4 {mil) WL Safety
Insider Holdings WL Timeliness
Institutional Holdings S&P Quality B+ YL Financial
YEARLY DATA
Date of Last FY Jun 30, 2005 LastFiscal Year 2006 Last4 Girs EPS $3.19
Year Sales Pre-Tax Wet Profit Book Earnings | Dividends High Low Shares
{millions) Income (rnillions) Walue per per Price Price Outstanding
{millions) per Share Share Share (mnillions)
1496 F3865 ekl §e28 f422 041 F13.44 694 707
1697 f6245 $EE0 §385 B85 $053 FE.00 $a.75 FaE:
1992 $1.189.1 $106.4 §53.1 §522 $0.63 $1588 $10.75 95| =
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Trend Graph

The Trend Graph allows a comparison of three financial metrics on a com-
pany across a semi-logarithmic graph. This graph is among the most useful in
SA because it alows direct comparisons among all financial metrics within
SA for any specific company, as well as user-defined data for any other three
metrics.

‘F‘raTax Ine: o Sales -/ j |Pn:e.¥EnnkVaIue - j |Havenue -R j

Itern 1 Scale 001 = R ltem2Scale 01 = R|  ltem3Scals 100 R
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5. Company Data Entry Win-
dow

The Data Entry Window provides an area to enter data used in the pro-
gram’sreports, graphs and tables.

General

Data Entry Tips

Use the Control+up/down arrow keys to move to the next or previous data
item. Use backspace to correct an entry. Fill in as many items as possible,
leaving blank any items for which data is unavailable. Pressing the ENTER
key or moving to another cell completes the dataentry for acell.

In anumeric field (cell), zero is interpreted as no data available for that cell.
If the actual datais zero, enter avery small value such as .001.

Lock Company Data

The “Lock Company Data’ check box appears on all Data Entry/Edit win-
dows. If thisis enabled in any screen, no data may be entered or altered for
that company, by hand or when updating from an online data source.

Update New Data Only

The “Update New Data Only” check box appears on many Data Entry/Edit
windows. If this is enabled, no historica data on that window will be
changed when updating from an online data source such as the S& P Stock
Data Service. This is useful if you have made changes to historical data or
added additional data not found in the Stock Data service.

Note: the Stock Data Service does include preliminary results for many com-
panies, and that companies occasionally restate past financial results. If the
“Update New Data Only” box is checked, those corrections will not be made
in your company database when updating from the Stock Data Service.

Stock Analyst 3
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Company Info

Edit - AFFILIATED COMP SYCS -CL A

PG Monthly Prices ] Annual Report D ata ] Hotes ] Optionz ]
Company Info ] Company Data ] Tearly Data ] Luarterly Data ]

CEVCHAFFILIATED COMP SYES -CL A
Sombol
’ s Source [S &P =
Exchange |MYSE -
Industry |Data Processing & Outsourced j Reference

Sectar |NotDefined j
[ﬁ)ddress | Contact Person
| Telephane
City | Country
State/Pravince
Irterret |
Zip/Postal

Date af Source [Data) | lan/04/2006 Last Updated | an/08/2005
Date of Last Y [J,n/30/2005 Updated by {ICIub User

: Update Hew
Lpdate Frice Update Data | o Diata iy [T Lock Data Help ‘ ak. | Lancel |
ITEM DESCRIPTION
Name Company name

Stock Symbol (Standard stock market ticker symbol)

Symbol for this company

Exchange Exchange

Industry Industry group that company belongs to

Sector Sector of company

Source Source of data

Reference Reference point

Source Source of the data-- VL means Value Line, S&P
means Standard and Poor’ s reports.

Address Company address

City Company city

State/Province Company state/province

Zip/Postal Company Zip/postal code

Country Country company islocated in

5: Company Data Entry Window Stock Analyst 3



Lock Basic Informa-
tion

Update New Data
Only

ITEM DESCRIPTION
Contact Person Contact person for company
Telephone Company telephone number
Internet Company web address
Date of Source (Data) Date of data source used to create the data record.
Date of Last FY Date of |ast fiscal year
Last Updated Date company data last updated
Updated By User who updated the data
The buttons at the bottom of the Company dialog box provide the following
options:
ITEM DESCRIPTION
Update Price While online will acquire price for one stock
Update Data While online will acquire new datafor one stock

Select this option to keep data from being altered for
that company.

Select this option to only add new data when updat-
ing from an online data provider or datafile

Company Data

Edit - AFFILIATED COMP S¥CS -CL A

ITEM

PG Monthly Prices ] Annual Report Data ] MNotes ] Optionz ]
Company Info Compary Det% l Yearly Data ] Quarterly Data ]
Current Price Date Ingider Holding %) ’7
Current Price Inst. Shares (000) [
52 'wieek High
52 week Low  § 5310 QOutstanding Shares [Mil.] 124.28
Diluted Common Shares [Mil.) 130,38
Total Debt (Mil] % 763589 Prefered Shares [Mil]
Tatal Capital (Mil]  $ 3z Preferred Dividends [Mil]  §
Total Assete (Mil]  § 501447 Authorized Preferred Shares
Comm. Dividends %
et T ek SEP Cuality B ating E+ -
Latest 401 [Mil.]) . i WL Safety
Est Tax Rate [%] v TII'I.TE|II"IE.SS
Last 40 EPS 3 S WL Financial
Beta
ACETVIEPS Froi $[ 341 =
Update Price | Update Data | - Update New [~ Lock Data Help | QK | Cancel |
= = [rata Only — — —
DESCRIPTION

Stock Analyst 3
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ITEM DESCRIPTION
Current Price Date Date of current price
Current Price Current price of stock
52 Week High 52 week high
52 Week Low 52 week low

Total Debt (Mil.)

Total Capital (Mil.)

Total Assets (Mil.)
Common Dividends
Short Term Debt Latest
4Q (Mil.)

Insider Holding (%)

Inst. Shares (000)
Outstanding Shares (Mil.)

Diluted Common Shares
(Mil)

Preferred Shares (Mil.)
Preferred Dividends (Mil.)

Authorized Preferred
Shares (Mil.)

Analysts' Sales Projection
Analysts' EPS Projection
©)

Analysts' EPS Projection
(%)

S& P Quality Rating

VL Safety

VL Timeliness

VL Financial

Beta

Company’ stotal debt

Company’stotal capital

Company’ stotal assets

Dividends paid to common stock holders

Company’ s short-term debt for latest four quar-
ters

Percentage of the stock held by insiders
Number of shares held by institutional investors
Number of shares outstanding

Number of shares outstanding including poten-
tia dilutive shares

Number of preferred shares outstanding
Dividends paid to holders of preferred stock

Number of preferred shares authorized
Analyst sales projections

Analyst earnings projections

Analyst earnings growth rate projections

Select S& P's Quality rating
Value Line's Safety ranking
Value Line's Timeliness ranking
Value Line' s Financia ranking
Beta of the stock’ s price

Company Data Options
The buttons at the bottom of the Company dialog box provide the following

options:
ITEM

DESCRIPTION

Lock Basic Information

Select this option to keep data from being al-
tered.

5: Company Data Entry Window
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Update New Data Only

Select this option to only add new data when
updating from an online data provider or datéfile

Yearly Data

Edit - AFFILIATED COMP SVCS -CL A

PG Manthly Prices ] Annual Repart D ata ] MNates ] Optianz ]
Compary Info ] LCompany Data Wearly Data ] Cluartery Data ]
Revenue Fre-Tax Met Inc. Book Basic  Dividends tarket Price
[Mil] In.[Mil.] [il.] Wal Per EPS Declared  High Low
Veal $ ¥ E $ ¥ £ ¥ ¥
1996 | 3wes | 3992 | zave | 428 | 041 | | 12438 | E93°
1997 | &2453 | eB00 | 3@E | 485 | 083 | | 16000 | 9780
1998 118912 10836 | Ba11 | 822 | 063 | | 19875 | 10780
1939 | 1e4222 | 14584 | 9241 | B17 | o83 | | 25875 | 11188
2000 | 19254 | 1ee00 | 1440 | 717 | 103 | | 26500 | 15500
20m | z2oe3s6 | ze0ve | 143za | oBFs o | o1z3 | | @m0 | 1E312
2002 | a3oezaz | 3Fe | 244m9 | 1887 | 17E | | 57050 | 28100
003 | 37eT | 49435 | 3e9w | 1824 | 221 | | BEBEOD | 22700
2004 | #0E3 | S0 | aF0oe | 2023 | 265 | | 57860 | 42100
ElE | 435116 | B41.07 | 40673 | 2267 | 31z | | §1.230 | 45810
.| | i3
Add New"l’ear‘ Bemave Year | [T Lock Data Help ‘ QK | Cancel |
ITEM DESCRIPTION
Last 4 Quarters EPS Last 4Q earnings per share
Y ear Current year
Revenue (Mil.) $ Revenue (Sales)

Pre-Tax Inc. (Mil.) $

Pre-tax profit/Tax Rate (depending on options)

Net Inc. (Mil.) $ Net profit after taxes

Book ValuePer shares e R e
Basic EPS $ Earnings per share

Dividends Declared $ Dividend amount

Market Price High $ Highest recent market price

Market Price Low $ L owest recent market price

Shares Outstanding Number of shares outstanding

Long Term Debt $ Long-term debt

Stock Analyst 3
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ITEM DESCRIPTION

Cash Flow $ Total cash flow

User1 Field for user-defined data

User 2 Field for user-defined data

User 3 Field for user-defined data

Add New Year Add new year to company file.

Remove Y ear Remove most recent year from company file.

Quarterly Data

Edit - AEFILIATED COMP SYCS -CL A k
PMG Monthly Prices ] Annual Report D ata ] Hotes ] Options ]

Company [nfo ] Compary Data ] Yearly Data Huartery Data l

Date of Last FY* Jun,/30/2005

. Revenue E arnings Fre-Tax MHet Inzame
Date of Last Quarter[Sep/30/2008 =] (1) FerShare  InciMil] [Mil)

|
@3 FY 2006 [Mar 2008] |
04 P 2006 [Jun 2008] |
@1 Fy 2007 [Sep 2006) |

02 Py 2004 [Dec 2003 $) 9a78s  $| 056 $) 12430 3| 7945«
Q3 FY 2004 (Mar 2004] | 100343 | o070 | 14504 | 49754
04 Py 2004 [Jun 2004] [1o6245 | 076 | 16269 | 1013
@1 Fy 2005 (Sep 2004) 104618 | 072 | 1E0EE | 9437
02 FY 2005 [Dec 2004] 1027z | o073 | 18383 | 863
@3 Fy 2005 (Mar 2005) [10r230 | o081 | 16289 | 10543
04 F¥ 2005 [Jun 2005) 121423 | o087 | 17400 | 116D
B1 F¥ 2006 [Sep 2005) [ElEE | o7z | 1854z | 9923
02 F¥ 2006 [Dec 2005) | | |

| | |

| | |

| | |

|

Update 0 Data Only [ Hzltjaal?nﬁew [~ Lock Data Help ‘ ok, | LCancel ‘

ITEM DESCRIPTION
Date of Last FY Date of the company’s last fiscal year
Date of Last Quarter The date of the last quarter on the SSG
Revenue (Mil.) Total revenue of the company
Earnings Per Share Earnings per share
Pre-Tax Inc. (Mil.) Before tax profit/Tax rate (depending on op-
tions selected)
Net Income (Mil.) After tax profit
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Quarterly Data Options

The Update Q Data Only button adds the data for the most recent quarter

from the SDS or other online data source.

PMG Monthly Price

Edit - AFFILIATED COMP SVCS -CL A

Compary Info k ] Lompany Data ] Yearly Data ] Luarterly Data ]
PG Monthiy Annual Report Data ] Motes ] Optionz ]
200 2002 2003 2004 2005 2006
January | | 4783 | s42z | 8545 | 5413 | B3
February | 3145 | 489 | 4483 | ;2 | =170 |
Mach | 3245 | 8813 | 4426 | Sla0 | 85324 |
spril | oo | 5407 | 4770 | amE0 | 4767 |
May | 3613 | 8R4 | 4634 | 4o | 5173 |
Jume | |3 | 4748 | 4573 | s2m | s |
Juy | #4142 | 4638 | 4985 | S1a0 | 4397 |
dugust | 4083 | 2480 | 491 | s4m | m19E |
September | 4071 | 4285 | 4889 | 5567 | G460 |
Octoher | 4403 | 4605 | 48593 | 5458 | 54711 |
Movember | 4669 | G000 |  s114 | Ba1s | sR7E |
December | 5307 | 6265 | 5446 | G019 | &31; |
[ Lok Data  Hep | 0K | Cancel |
ITEM DESCRIPTION
Monthly Prices Prices for last 12 months and going back as far

as 6 years

Stock Analyst 3
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Annual Report Data

The Annual Report Data screen includes three areas; Balance Sheet, Con-
solidated Statement of Earnings and Statement of Cash Flow.

Balance Sheet

Edit - AFFILIATED COMP SYCS -CL A

Comparny [nfo ] Lompany Data ] Tearly Data ] Huartery Data ]
PG Monthly Prices Annual Report Data Motez ] Optionz ]
Balance Sheet ] Consolidated Statement of E amings ] Statement of Cash Flow ]
Thiz Year Lagt ear
Cazh & Equivalents 35866
tarketable Securities and Investrments I 0
Accounts Receivables 1111.926 f44 E09
Ihventonies I} a
Total Current Akts 1343.472 982747
Tatal Praperty; Plant & Equiprment I i
Tatal Current Liabilities 96288 REE. 397
Tuatal Stockholders Eguity I} i
Interest Coverage 138145
[ Lock Data  Hep | 0K | Concel |
ITEM DESCRIPTION
Cash & Equivaents Recent Cash on hand

Marketable Securities and In-
vestments

Accounts Receivables
Inventories
Total Current Assets

Total Property, Plant & Equip-
ment

Tota Current Liabilities
Total Stockholders Equity
Interest Coverage

Liquid short-term securities on hand

Current accounts receivable
Current inventories

Current assets

Fixed assets

Liabilities due within one year
Equity owned by shareholders

Ratio by which earnings cover
payments

interest
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Consolidated Statement of Earnings

Edit - AFFILIATED COMP SYCS CL A

Compaty [nfo ] Company Data ] Yearly Data ] Quarterly D ata ]
PG Manthly Prices % Annual Report Data ] Motes ] Options ]
Ealance Shest § Consolidated Statement of Eamings ] Statement of Cash Flow ]
This 'ear L&zt vear
Cogt of Goods Sold [COGS) i] 0
Tatal Interast Paid on Debt a I}
[~ Lock Data Help ‘ s | LCancel |
ITEM DESCRIPTION
Cost of Goods Sold (COGS) The cost of products or goods a company

Total Interest Paid on Debt

sellsto generate revenue
Interest expense on loans and other debt

Stock Analyst 3
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Statement of Cash Flow

Edit - AFFILIATED COMP S¥CS -CL A k
Compary Info ] Lompany Data ] wearly Data ] Luarterly Data ]

PG Monthly Prices Annual Report Data l Motes ] Optionz ]
Balance Sheet | Consolidated Statement of Eamings | Statement of Lash Flow l
This Year Last Year

Met Cazh Provided By Operations 0

Acquigition of Property; Plant & Equiprment I}
[ Lock Data  Hep | 0K | Cancel |

ITEM DESCRIPTION
Net Cash Provided by Opera- Cash from the company’ s operating ac-
tivities

tions
Acquisition of Property, Plant Amount of capital expenditures made by
& Equipment company
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Notes

Edit - AFFILIATED COMP SV¥CS -Cl A

Company Info ] Compary Data ] Tearly Data ] Luarterly Data ]
PG Monthly Prices ] Annwal Report Data Motes ] Optionz ]
[Mestvr EPS Est: $3.41 ACE Byt EPS Est $5.96 ACE 571 Proj. EPS Growth;15.00% Split ratio; 1.00
[~ Lock Data Help | ]S | LCancel ‘
ITEM DESCRIPTION
Notes Enter your notes about the Company.

Stock Analyst 3
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Options

The Options screen allows you to change data entry options.

Edit - AEFILIATED COMP SYCS -CL A

Company Info ] ompany Data ] Yearly Data ] Cluartery Data ]
PG Monthly Prices ] Annual Report Data ] Motesz Optionz
Currency Lnit Currency Display
" Thousands ¥ M DnSE £ Billions $ (+ Decimal " Fractional
Fre-tas Income or Tax Rate Common Equity or Book Walue
f* Pre-Tas Income " Comrmion Equity
" TaxRate (+" Book Walue
Caolors User D ata [tems
. Ugzesz Cunency
anes Urits
Locked Company Oata
J 1 [Usert ™
Quarterly Shade
Y J 21 |userz ™
3 |User3 r
[ lock Data  Hep | 0K | Cancel |

In the Data Entry window labeled Options, the following items may be se-
lected to suit the data that you have available.

Currency Unit

Set the units according to the size of company that you are studying. For
large companies, with $10 Billion in sales or more, you may choose to select
Billions as the unit. For small companies, choosing the Thousands unit will
show you the greatest number of digits. Changing this selection will convert
previously entered data to the new units selection.

Currency Display

You may set to display stock prices as a decimal or fractional figure. Note
that selecting fractions will round the figure to the nearest 1/8 (one eighth)
fraction.

Pre-tax Income or Tax Rate

This setting depends upon your source of information. If using numbers from
annual reports, you will use pre-tax income. If using Value Line or Standard

50
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e)(Perienaed

and Poor’s, you will use tax rate. Changing this setting will convert previ-
ously entered data to the alternate data sel ection.

Note that Stock Analyst uses pre-tax income data for its calculations. If tax
rateis entered, it is converted to pre-tax income before calculations are made.
The relationship is as follows:

Pre-tax Income = Net Income/ (1 - tax rate, expressed as adecimal)

Common Equity or Book Value per Share

This selection depends upon your source of information. If using numbers
from annual reports, you will likely use common equity. If using Vaue Line
or Standard and Poor’s, you may use book value per share.

Note that Stock Analyst uses book value per share data for its calculations. If
common equity is entered, it is converted to book value per share before cal-
culations are made. The relationship is as follows:

Book Value per Share = Common Equity / Common Shares

Colors

You may choose the colors for highlighting certain data by clicking on the
boxes.

User Data Items

You may enter up to three different series of historical data in the Annual
Data screen, and label those series here. For instance, for a REIT, you might
choose to enter Funds from Operations per Share as an additional metric by
which you can analyze the company.

For each item, select whether or not it uses currency units.
These values can be displayed on the Trend Graph.

Stock Analyst 3
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6. Comparisons

Comparisons help you quickly and easily review important differences in
companies stocks. The List Panel sidebar provides two comparison types,
the Stock Comparison Guide and the Challenge Tree Comparative Form.

Comparisons Sidebar

trievve Online 550G Data

Syrhbal : Go
Companies
| A LCompanzons............
|.-’-'-.II Comparizons ﬂ
=MEN COMPARIZOMN=

HOI vz =BUX (Sample)
Campatizon (Sample)

The Comparison Sidebar consists of three parts:

ITEM DESCRIPTION
‘Comparisons’ bar Select the Comparisons bar to cause the Compari-
son Sidebar to appear.
The drop-down list The drop-down list contains three items “ All Com-

parisons’, “ Stock Comparison Guides’” and a
“Challenge Trees’. Selecting one from the drop-
down list causes the comparison listing below to
display only those kinds of comparisons.

The selected name moves to the window after be-
ing selected. <All Comparisons> is the default
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ITEM DESCRIPTION
upon start of the program. Comparisons have a
white background display and Challenges have a
yellow background.)

The comparison listing Selecting a comparison name with asingle | eft-
mouse button click will cause the appropriate com-
parison to be displayed in the viewing area. It is
possible to have multiple comparisons open in the
viewing area.

Stock Comparison Guide

SCG Report SCG Graph
s seecy Sqtock Prepared by IClub User =
&nlﬂ'" . . Date 24 Sep 2003
& | Comparison
i Ciees ~_* ®
(Jlll(le NAME OF COMPANY
GROWTH COMPARISONS DOLLAR FAMILY KOHLS TARGET | WAL-MART
{From Section 1 of the NAIC $56) GENERAL DOLLAR (Sample) [Sample) [Sample)
4 2 ) 8 1
(1) Historical % of Sales Growdh 207 144 247 95 163
{2) Projected % of Sales Growth 200 14.4 200 95 16.3
{3) Historical % of EPS Growth 18.6 17.4 303 217 16.0
{4) Projected % of EPS Growth 135 17.4 200 200 16.0
MANAGEMENT COMPARISONS
{From Section 2 of the NAIC S5G)
{B) % Proft Margin Before Taxes (2A)
(Average for last © years) Trend 4 a0 99 o 52
{B) % Earned on Equity 2B)
{Average for ast & vears) Trend w3 57 7o 169 208
{7) % of Common Owned by Management
PRICE COMPARISONS
(See Sections 3-5 of the NAIC SSG)
| B) Esfimated Tolal EPS For Next5 Years | 64 [ 103 | w70 | ®1B | 144 \J
[ T 1 e | I I 1 I | [

Y ou can compare up to 5 companies’ performance with a Stock Comparison
Guide. Select Comparison and Stock Selection Guide from the New menu to
create a new Stock Comparison Guide. The program creates a guide using
data from your database and data you entered in the Companies Data Entry
Window. The SCG Report shows statistics comparing the two companies,
the SCG Graph, which you can access by clicking on the ‘SCG Graph’ op-
tion on the top bar, shows the comparisons in graphical format.
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Comparison Guide Options
Right-click on the guide to select an option.
Edit Details for changing name, description and date of report.

Show judgment displays or resets the ‘best’ selections to the way Stock Ana-
lyst would select them.

Refresh data updates the data of the company if you have done any data en-
try.

Clear all judgment clears all judgment from the screen.

Stock Comparison Guide Graph

The SCG Graph alows for a comparison of financial metrics across al com-
panies being compared. It's an excellent way to judge trends across severa
companies being suggested for investment. Y ou can adjust the scale of an in-
dividual company in the bottom right corner, and select the various financial
metrics on the right hand column.

SCG Report @"l SCG Graph
Select Item ta Graph
DOLLAR GENERAL (SAMPLE) (30.75) Average PE
FARILY DOLLAR STORES [Sample) (1 E:ghk";ﬂ‘:fjs"afa
KOHLS (3ample) (5187 Cash Floww/Debt
H C E quit
TARGET (Sample) (51.51) Common Equiy
HWAL-MART (Sample) ($1.81) Dividend
H Dividend Yield
EFS
High PE

High Frice
Implied Growth
Long Tem Debt
Low FE

Low Price

Net Inconme

Mare

Mumber of Shares
Price/BookValue
Price/Aevenue
Pre-taw Income
00| | | P onSales

Reverue

Revenue/Share

|
50| |ROE
I — ROE-PYE

40
30
20
10
8 / %,; Tax Rate
5 /*/ 20%
Lﬁ\
/
—

15%)

s W [ |
10%)
5 I! / |
%/f_,,ff“ T
%?i!———_—fﬁf Company ‘ Scale
1 e DOLLAR GENERAL [SAMPLE]].1 ~|
a3 94 95 9 97 98 99 o 01 02 FAMILY DOLLAR STORES (Sar 1 = |
KOHLS (Sample] 1 =]
TARGET [Sample] 1 hd
WAL -MART [Sample] 1 -
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Challenge Tree Comparative Form

s ~ R > T repared by [Club User il
& (Zh alleng ¢ e 06 Jan 2006
2 Comparative
o Form” NAME OF COMPANY
HARLEY-DaIDSON NG STARBUCKS CORP
Gurrent Price 5160 3161
Estimated 5 Year High 23482 76.60
Estimated & Year Low 50.28 1844
Gain to & Year High 35396% 142 83%
Loss to 5 Year Low -16.83% 4166%
5 Year Upside-Downside Ratio -21.03 343
Lower Price Range 60.28 - 118.27 18.44 - 3788 []
Middle Price Range 118.27 - 176.26 37.88-57.32
Upper Price Range 176.26 - 234 24 57.32-7676
S &P Quality Rating At B+
Walue Line Timelineas Rating
B to 18 Months Upside Action [
Earnings Advancing
Business Cycle Upswing
Industry Cutlook
Upside-Downside Oullook
Growth Stock Potential
Mew Products Coming In

The Challenge Tree compares two companies, with the emphasis on their fu-
ture prospects. Use it to determine which has the greater potential. You can
compare an existing holding with a potential purchase. The objective is to
challenge a portfolio holding with a company whose future prospects are bet-
ter while maintaining or improving the quality of your portfolio.

Select Challenge Tree from the Comparisons menu, and select two compa-
nies to compare.

Judgment Area of Challenge Tree

Scrolling down will take you to areas where you can add/edit judgment, start-
ing at Challenge Tree Date. This area allows you to describe future expecta-
tions of the two companies.

You can enter or edit your judgments in some of the fields in the upper sec-
tion of the Challenge Tree. The Earnings Advancing, Business Cycle Up-
swing, Industry Outlook, Growth Stock Potential, and New Products Coming
In fields alow you to enter text when you click them with the New Value
dialog box. When you click on an existing value, the following box appears
to allow you to edit the value.
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Newvaue |

Enter a new value 0k

Cancel

Y ou may wish to evaluate the financial risk or reward from selling one com-
pany to buy another. Use the Cost of Switching window for this assessment.

Challenge Tree Options

Edit Details allows you to change the description of % Edit Dekails
the current challenge. Cast of Switch

Cost of Switch opens a tool to alow you to compare Reset Selection
the opportunity cost of selling a stock and buying the Refresh Data
substitute stock, with taxes and total return potential
built into the calculations.

Reset Selection changes the ‘best’ selections to the way Stock Analyst would
select them.

Refresh Data is used for retrieved Comparison reports. This function updates
items for the companies in the list based on new study information. Judgment
items are reset to conform to the new data.

What's This? opens awindow with additional help.

What's This?

Sorting Companies

One method of assessing your portfolio is to line up all of the companies in
the database and compare them across various financial and corporate met-
rics. To use the Sort Companies function, go to the View menu and choose
Sort Companies, or click the Sort Companies button the Stock Analyst main
toolbar.
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9=

Last Current | Current | A Peg [Relative

TS | S| | ) | [EEEEER Updated | Price($] [ PE PEg | Hat\go Yalue |
INVESTORS FINANCIAL S¥CS CP oo [FIN Asset Management & Custody B | NASDAQ 08-Jul-04 4275 2343 3429094 B35
PFIZER - 1evized FFE Health Care (DrugsPharms) MYSE 08-Jul-04 3624 1836 322214 B0
FFIZER - revised copy FFE Health Care [Drugs/Pharms) NYSE 08-Jul-04 3824 1936 3222121 E0.1
PROGRESSIVE CORP-OHIO PGH Propery & Casualty [nsuranc NYSE 08-Jul-04 8600 1369 0001.74 ulln}
PROGRESSIVE CORP-OHIO copy PGR Property & Casualty Insuranc NYSE 0g-Jul-04 86.00 1363 39921.14 343
AFFILIATED COMP SVCS [Sample] ACS D ata Processing & Outsourced  NYSE 24-5ep-03 8164 19868 2226099 89.2
EED BATH & BEYOMD [5ample] BEEY | Specially Stores NASDAQ 24-5ep-03 4019 3364 0.001.93 [ulln}
CHEESECAKE FACTORY [Sample] CAKE | Restauants NASDAQ 24-5ep-03 3|21 3/7 000178 [ulln}
DOLLAR GEMERAL [Sample] DG General Merchandize Stores WYSE 24-5ep-03 2115 2518 0001.36 0.0
EB&Y [Sample] EB&Y | Intemet Retail NASDAQ 24-5ep-03 8536 9712 000 486 [ulln}
FaMILY DOLLAR STORES [Sample)  FDO General Merchandise Stores NYSE 24-5ep-03 4194 3017 0001.73 [ulln}
FISERY [Sample] FI5W [rata Processing & Outzourced  NASDAD 24-5ep-03 3874 2728 0.001.36 0.0
GUIDANT [Sample] GDT Health Care E quipment WYSE 24-5ep-03 4815 1965 000098 0.0
HARLEY-DAYVIDSOM [Sample] HDI tdotorcycle Manufacturers WYSE 24-5ep-03 4841 2105 0001.05 0.0
JOHNSON & JOHNSON [Sample) JNJ Phamaceuticals NYSE 24-5ep-03 5002 2025 000146 i}
JOHNSON CONTROLS [Sample] JCI Auto Parts & Equipment NYSE 24-5ep-03 9815 1446 000083 oo
KOHLS (Sample) K55 Drepartment Stores NYSE 24-5ep-03 038 2377 000143 0.0
L-3 COMMUNICATIONS (Sample] LLL Aemospace & Defense NYSE 24-5ep-03 4466 1773 000083 [ulln}
0 REILLY AUTOMOTIVE (5 ample] ORLY | Specialty Stores NASDAD 24-5ep-03 3945 2362 000178 [ulln}
PATTERSOMN DENTAL (5 amplz] PDCO | Health Care Distributors NASDAD 24-5ep-03 B0.40 3432 0001.72 ulln}
STARBUCKS [Sampls] SEUX | Restawants NASDAD 24-5ep-03 3019 4645 000232 ulln}
SYSCO [Sample) Y Food Distributars NYSE 24-5ep-03 3393 2856 000 1.63 [ulln}
TARGET [Sample] TGT General Merchandise Stores NYSE 24-Sep-03 3949 2170 0.001.08 0.0
WALGREEN [Sample] WahG | Diug Retall NYSE 24-5ep-03 3220 2954  0001.78 [ulln}
WAL-MART [Sample] WA T Hypermarkets & Super Centers NYSE 24-5ep-03 5762 3017 00071.89 0.0+ |
21l | v |

Click on the column title to sort the list of companies by that criterion.

Alerts

You can set color-coded alert levels for the various stocks using the ‘Alert’
button in the top left corner.

Cost of Switching

This function calculates the financial consequences of asale.

= Cost of switching x|
Sell ABBOTT LABORATORIES, $2.000.000 WERCE &0
105.8 shares at $44.43 per share y
Metreceived §4,340.74 41,800,000
Stock Value $ 4700 /
Total Return % 7B DIt /
Gain $ 1700 $1.400,000
ABBOT[T LABORATORIE
Taxes % 14 PE /y
$1.200,000
Expenzes % 3
With $4.210.52, buy 67.6 shares of #1.000.000 / /
MERCK CO at $62.30 per share
$800,000 //
Total Retun % 85 4600,00
Price § £23 /
A
Expense % 2 $400.00 V
$200.000 5/4
2.2 pears to break even, =
e 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Print | Close |
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The company to be sold is indicated in the portfolio. You can select a com-
pany from the database as the replacement stock.

Note the time required for the new company to be equal in value to the origi-
nal. Taxes and commissions play a big part in how quickly this occurs. Of
course, there are other considerations to evauate in the decision to switch.
For example, how good are the prospects of the new company compared to
the one being sold?

To view the cost of switching, right-click from the Challenge Tree section.
Enter values for the new stock and select Calculate to view the cost of
switching.

ITEM DESCRIPTION

Stock Vaue $ The value of the stock you propose to sell. This is auto-
matically filled for the company you highlighted in the
portfolio.

Tota Return % The return of the company being sold (capita gains and
dividends). Thisis derived from your SSG analysis.

Gan$ The current gain from when you bought this company.

Taxes% % to be paid as aresult of capital gains made

Expenses % Commission, % of proceeds from sale

Total Return % Total return of the purchased company. This is derived
from your SSG analysis.

Price $ Stock price at which you will buy the company

Expense % Commission, % of purchase cost

The crossover point in the graph (if any) will be the point when the pur-
chased stock will provide a better contribution to your portfolio than if you
had held the previous stock. The calculation takes into account tax payable
on any capital gain resulting from the sale and brokerage costs for both buy-
ing and selling.
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7: Portfolios

Portfolios allow you to track your stocks as a percentage of your total port-
folio aswell asthe gain or loss to date of each stock as a percentage and as
a dollar amount. The Portfolios Summary section also shows the percent-
age gain of the portfolio as a whole. You may graph the allocation of your
portfolio in a pie chart.

Using Portfolios

Portfolios keep track of holdings Portfolios
and growth (capital appreciation
only) for individual stocks and the MERCK DRIF FUHD
portfolio as awhole. The Portfolios Sample Portfolio
feature is not a substitute for port-
folio accounting or recordkeeping.

You may set up portfolios to in-
clude both stocks that you own as
well as stocks that you wish to follow. For example, you may set up a portfo-
lio of companies you might like to own in the future (a hot list), or a portfolio
of stocks you are considering selling (a hit list).

A Portfolio can be defined as any group of companies, which share some
common attribute.

Any changes made to a company study will not be reflected on an already
opened Portfolio window. Changes must be saved first in the Companies
window, followed by aredisplay of the Portfolio window.

Portfolios Sidebar

The Portfolio Sidebar consists of two parts:

ITEM DESCRIPTION

Portfolio Bar Select the Portfolio Bar to cause the Portfolio
Sidebar to appear in the List Panel by dliding up
or down as appropriate. Thisis the default upon
start of the program.
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Portfolio List The portfolio list displays your portfolios. In a

new installation, a sample portfolio is provided.

Selecting a portfolio name with asingle left-
mouse button click will cause a portfolio to be
displayed in the viewing area.

It is possible to have multiple portfolios open.

Portfolio

" Portfolio: Portfolio (Sample)

Sumimary Analysiz PERT Report Diversification Ret.Planner * Soited by Company Name [ascending]
Company Name bapscﬁaled Curency | Mo. Shares [Buy Date | Buy Price gﬁg:?;ate g:g:m Gain WValue % Puitfolio
0.000] 3/24/2003 38210 1/3/2008 37.030 0.000 0.000 0.00
DOLLAR GENERAL (5ample) 9/24/2003| IS4 0.000] 3/24/2003 211800 1/3/2006 18,700 0.000 0.000 0.00
EB&Y [Sample] 9/24/2003| USA 0.000 9/24/2003 553600 1/3/2006 44 670 0.000 0.000 0.00
WAL-MART [Sample] 9/24/2003| USA 0.000 9/24/2003 576200 1/3/2008 46,132 0.000 0.000 0.00
WALGREEN [Sample] 9/24/2003| 154 0.000] 3/24/2003 322000 1/3/2008 45,480 0.000 0.000 0.00
TARGET [Sample] 9/24/2003| 54 0.000] 3/24/2003 35430 1/3/2008 54.600 0.000 0.000 0.00
5500 [Sample] 1/5/2008| US4 0.000 3/24/2003 33830 1/4/2008 3o 0.000 0.000 n.00

Portfalio Summary
ICC user

“alue: $0.00  Cost $0.00  Growth [Simp): 0.0%  Shortest: S75C0 (Sample] 28ma Longest: SYSCO (Sample)] 28ma Awerage: 28.0mo

Add to Portfalio ‘ Edit Portfolio Entry | Delete from Portfalio | Edit Portfolio Details | Update Prices | Cost of switch,

Portfolio Headings

ITEM DESCRIPTION
Company Name Name of the company
Last Updated Date that the SSG was last updated
Currency Currency, for foreign currency trandation
No Shares Number of shares held (3 decima digits)
Buy Date Date when shares were purchased
Buy Price Price of shares when purchased (include costs if

you like, but be consistent)

Current Price Date

Current Price
Gan

Vaue
%0Portfolio

The date of the last known price
Current price
Gainin value from purchase price to date

Value of shares, with currency trandation if ap-
plicable

% of this holding to the total portfolio value
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Edit or Add a Company

To add a company to a portfolio, use the button in the bottom left corner
caled Add to Portfolio, or right click in the portfolio screen and select Add

New Entry.

To edit a company, right-click on the company and choose Edit Entry, or

highlight any part of a row and click the Edit Portfolio Entry button at the

bottom of the screen. Companies added to the portfolio must already be in
the database and have completed SSGs.

' Edit portfolio company §|

Company name:

Buy date:

Buy price:

Curment price:

Humber of shares:

[ oo

lm Lazt Updated: lm
lw Currency: USA -
Curent price date: | gs23/2003  Buy exchange: T 1om
lﬁ Current exchange: IW

Help | k. | Cancel |

The Add and Edit dialog boxes have the following fields:

ITEM

DESCRIPTION

Company Name

Number of Shares

Buy Date
Buy Price

Last Updated

Currency

Current Price Date

Name of Company. To select from companies
in the database, scroll through the list. Press
ENTER to select the highlighted company.

Total number of shares of this company in the
portfolio

Purchase date (DD/MM/YY YY)

Price paid to purchase. Include or exclude bro-
kerage fees for all companies. Be consistent.

Last date for which data was entered for this
company (DD/MM/YY). Thisis inserted from
your database and it indicates the timeliness of
your analysis.

Select from displayed list or type in country
name.

The last known current date
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Current Price Current stock price. This will be inserted from
your database.

Buy exchange The exchange rate for non-US currency at the
time of purchase

Current exchange The current exchange rate for non-US currency

Use the Tab key or amouse click to move amongst cells. Enter or change the
dataand click OK

Once completed and saved, Stock Analyst will add the company to the port-
folio. The program calculates other data in the portfolio report.

Remove

To remove the company from the portfolio, right-click a company and select
Remove Entry, or highlight any part of that company in the portfolio and
click the Delete from Portfolio button at the bottom of the screen.

Analysis

The analysis view of the portfolio screen lists the companies in a portfolio by
characteristics found in their SSGs. These include Company Name, Capitali-
zation, Revenue, Sector, Industry, Estimated EPS Growth %, P/E, Average
5-Year P/E, Up-side Down-side Ratio, Relative Value, Projected Average
Return, Projected Total Return, PMG Indicator and PEG Ratio.

* " Portfalio: Portfolio (Sample) g@@
Summary Analysiz PERT Report Diversification Ret.Planner # Sorted by Emtgany Mame [ascending)
EstEPS Awg BT - Proj&wg |Proj Total [PMG FEG
Revenue |Seclur Industry G |F'KE PIE (U!D R [%] Aet 2 et s Indicatar | Ratio
E51.970) Not Defined Restaurants 20.00 47 0.00 0.00 0.00 0.00 1.73
6100.404 Mot Defined General Merchandise Stares 18.50 223 .00 0.oo 0.oo 0.oo 1.20
1214100 Not Defined Intermet B etail 20.00 T84 0.00 0.00 0.00 0.00 382
30281.910 Mat Defined Food Distributors 16.90 215 0.00 0.00 0.00 0.00 1.27
43917.000 Not Defined General Merchandise Stares 20.00 30 .00 0.oo 0.oo 0.oo 1.51
28681100 Mat Defined Drug Retail 16.490 41.7 0.00 0.00 0.00 0.00 247
244524.000) Not Defined Hypermarkets & Super Centers 16.00 24.2 0.00 0.00 0.00 0.00 1.51
Kl o]
Alerts

You can set color-coded alert levels for the various stocks using the ‘Alert’
button in the bottom left-hand corner. Vaues are then flagged in the Portfolio
Analysis view to draw you attention to items that may require attention, with
pink shading used to represent critical alerts and yellow shading to represent
warning alerts.
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PERT Report

The Portfolio Evaluation Review Technique Report is a report designed to
help you evaluate your entire portfolio. It compares financial metrics across
all the stocks held in that specific portfolio.

| Portfolio: Partfolio (Sample)

Summary Analysis PERT Repot  Diversification Fiet Planner
Portfolio Evaluation B
PERT Review Technique
Date Jan0B 2006 PERT Report
e | TR | JOE TR R SEEAL Ll o [
COMPANY % (ML % % g % LeAD PROF B W avg Low EPS TOT HA|
CHG $  SALES CHG CHG | PE RY Gruth | RET. |PR
CHEESECAKE 141% | 237 126% 152% 107 202% 347 3709
FACTORY (Sample) 206 12.5% 089 326 173
r 200% Aug PTP 10.5%
DOLLAR GEMERAL 136% | 938 57% 522%| 084 135% | 223 1870
[Sample) 617 4.2% 074 21.0 120
r 200% Avg PTP 7.4%
EBAY (Sample) 912% | 163 320% 857% 057 1151% 784 4487
877 330% 027 587 382
r 200% Aug PTP 20.2%
SYSCO (Sample) G.4% | 334 42% -87% 145 28% 215 311
36 4.9% 1.4 214 127
r10.1% Avg PTR 4.4%
TARGET (Sample) 91% | 578 53% 34% | 182 46% 301 5480
559 56% 1.74 274 151
5r 95% Avg PTP 57% -
o [ Ic!
Diversification

The Diversification window arranges your holdings by revenue, market capi-
talization, sector or currency. This helps you to assess the balance of your
portfolio by these various criteria.

| Partfalio: Portfolio (Sample) R g@g‘

Summary Analysiz FPERT Report Diversification Ret.Planner

Company Name |Captlzn [Rievenue | Sector |Cunency [ Value |HoSkes [BuyDt |BuyPr | Price |DissG
CHEESECAKE FACTORY 1868534 651,970 Mot Defined Usa 0.000 0.00 3/24/2003 3821 37.03 5/24/2003
EBAY [Sample] 28621.850 1214100 Mot Defined USa 0.000 0.00 3/24/2003 5536 4467 9/24/2003
Group total Medium 0.000

DOLLAR GEMERAL [Samplz) 6250.928  6100.404) Mot Defined USa 0.000 0.00 9/24/2003 2115 18.70 972442003
WALMERT (Sample] 202054400 244524.000 Mot Defined USa 0.000 0.00 9/24/2003 5762 4613 9/24/2003
WALGREEN [Sample) 4EE12.810 28681.100 Mot Defined S 0.000 0.00 9/24/2003 220 45.48  9/24/2003
TARGET (Sample) 49911.840 43917.000 Mot Defined 1= 0.000 0.00 9/24/2003 .49 5480 9/24/2003
§vSCO (Sample) 19368.220 30281910 Mot Defined = 0.000 0.00 3/24/200% 1.9 311 1/5/2008
Group total Large 0.000

Summary total 0.000

Diversification Graph

Note that when you have companies with more than one currency in your
portfolio, the value of the foreign companies will be trandated according to
the exchange rate that you have set within your portfolio.

If a column is too narrow to read, simply make it wider with your cursor, as
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in a spreadsheet program.

Portfolio Summary Groupings

~ " Portfolio summary groupings x|

— Group summary by

{= Capitalization Small |1nnnn Large 20000
i~ RBevenue Smal I'IEIEIEI Large IEEIEIEI

{ Sector

" Currency

Cancel

When grouping your companies according to market capitalization or reve-
nue, you can define the size for the companies. For example, the “market
cap” of asmall company may be defined as less than $10,000 million and a
large company as more than $20,000 million. Market capitalization is de-
fined as the number of shares times the share price.

Click the Diversification button to open the Portfolio Summary Groupings
dialog box where you can select group summary categories. The Diversifica-
tion window then displays companies grouped corresponding to your selec-
tion and with summary information for each group.

When grouping by sector, you must have entered the sector definition for
each company in the Company Data window.
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Edit

~  Portfolio E'
Partfilio Name: Partfolio (S ample)
Portfalio Owher: |||:|: LZET
Account Type: |Ein:.kerage

Account Number: 123456799

Address: |93? b air St Contact: |
| Tel: |a00-555-1214
City: |&rpton
State/Province: |h-1.-‘-‘-.
Zip/Postal: mz4
Cauntry: usa
Help | (1] | Cancel |

The Edit Portfolio dialog box allows you to edit you portfolio information
such as portfolio name and owner. Thisis the same dialog box you use when
setting up a new portfolio. Right click on the Portfolio Summary or Analysis
screen and select Edit Portfolio to access this feature.
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Diversification Graph
~ " Portfolio: Sample Portfolio -0 x|

Surmmary Analyziz PERT Report Diversification

Criwersification

I Medium

£30, . Large

Diiversification |

The Grid button (in the same place as the graph button) allows you to switch
back to the rows and columns view of the data
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8: Company Data

Finding companies to study and what data to use is the first challenge of
stock study. Using electronic data sources eases the burden of data compi-
lation and entry.

Finding Companies to Study

Finding investing ideas may be a challenge. Here are some suggestions for
finding companies to study.

1

Consider companies whose products or services you use and
admire.

Check out business and financial publications: Wall Street
Journal, Barron's, Forbes, Business Week, Fortune, etc.

For the cost of a subscription, advisory services provide
opinions about companies that they believe offer worthwhile
growth potential for their clients. The Investor Advisory Ser-
vice provides monthly recommendations using the Stock Se-
lection Guide that may also be useful. (More info on IAS at:
www.iclub.com/ias/)

Your friends and business contacts may provide ideas about
opportunities within your city or state.

Your broker can offer many suggestions as a starting point
for your stock studies.

The Internet is another source of ideas. However, beware
hype and do your homework.

A screening program  such as Stock  Prospector
(www.iclub.com/prospector/) can be used to filter companies
out of alarge database, according to your particular criteria.

ICLUBcentral’s web site for a list of stock ideas for study:
www.iclub.com.

Stock Analyst 3

8. Company Data

67


http://www.iclub.com/ias/
http://www.iclub.com/prospector/
http://www.iclub.com

Where to Find Data

Data is available from several sources. Eventually you will settle on a pre-
ferred source that meets your objective for timeliness, accuracy, conven-
ience, and cost.

Data from most commercial sources is generally quite accurate. However,
various sources may generate data in different ways, resulting in different
numbers for the same data, particularly earnings per share. Differences are
mostly due to the accounting methods used by the company gathering the
data. This can confuse beginning investors.

To ensure the proper basis for analysis, be sure to use the same data source
for al data within each stock study. With increasing knowledge, you will be
able to discern the subtleties in data sources and settle for the one that ac-
counts for datain the manner that you like.

Datafiles

Datafiles are an electronic method of supplying data for Stock Analyst. They
provide data not only for Stock Selection Guide reports but also for the PMG
and PERT. They are convenient, inexpensive, and allow you to work more
effectively by concentrating on the company rather than finding, gathering,
and entering data. Y our timeis spent where it countsin ng stocks.

Link with a Stock Data Service

Stock Analyst allows importing of company data from the internet if you
have a subscription to the S& P Stock Data Service. To import data from the
service, you must first set up the configuration within Stock Analyst. To do
this, go to the Options menu and choose Preferences. Enter your User ID in
the “E-mail address field” and password in the password fields (they are
shown below circled in red), and click OK. (Note: Your password for the
Stock Data Service comes from BetterInvesting.)
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~' Preferences

[ICIub User v

Display prices az
| Decimal ﬂ

Averages Caloulation &

|Simple j [

3

Drata Entry ] Digplay ] File Azsociations ] Balance Sheet ]
Gerersl | S5GGraph |  S55GAnabsis |  PMG/PERT |
User Initials: Show additional reparts

[Stock Check List and Stock,
Selechon Guide prurt]

Show Yellowe Highlights

Shaow [ nkra Swindow

Company trend Trend |tem 1 MOME -
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Importing a Company from S&P Stock Data Service

Once you have linked your program to an account with the S& P Stock Data
Service, you can download company information automaticaly into Stock

Analyst (you must be connected to the
internet to do so).

Stock Data Service Quick Access

Use the Retrieve Company box in the
sidebar to access quickly the S& P Stock
Data service datafiles by typing an ap-
propriate ticker symbol in the box, then
selecting “Go”. The program will check

Retrieve Online 550G Data
Symbol ; Go

Compames

for error conditions such as an incorrect symbol, incorrect user ID and/or i in-

correct password.
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Stock Data Service Menu Access

Go to the Open company window. Y ou can get to this window by using the
File menu and choosing Open | Company.

Stock Data Service Open Company Window

Once you are at the Open Company window, click on the tab that says Im-
port NAIC OPS Datafiles (shown below in red). (Note: the Betterlnvesting
S& P Stock Data Service was formerly called Online Premium Services,
OPS. The menus in Stock Analyst refer to it by the former name.)

If there are no companies listed, click on the Get Current Index button in the
lower right corner. This will update the list of companies in the index to the
most recent Stock Data Service version. (You may wish to update the index
of stock names and ticker symbols periodically, aswell.) Y ou can see the last
date you downloaded the index next to the Index Date text on this window.
To import a company, select either the stock symbol or the company by
scrolling to it, highlighting it and selecting OK. You can get to a company
faster by typing the name or symbol into the appropriate field. Once you
have found the company you seek, click OK to import the data.

~" Dpen Company @

Databaze ] 550G and SDF Datafilez  [mport MAIC OPS D atafilez l

Suvmbal: Compar:
| |
Symbaol Company Induztry E:-:u:hani

& AGILEMT TECHMOLOGIES IMC Electronic Equipment b arnuf| Mew v

A, ABITIBI CONSOLIDATED IMNC Paper Products Toranta
A, ALCOA INC Alurninurm Mew '
LT AL TANS A Pharmaceuticals M e e
LT ADASTRA MIMERALS INC Diversified Metals & Mining | Toranta
AABC ACCESS ANYTIME BAMCORP IMC. | Thriftz & Martgage Finance |HASDA
A8 ABLEAUCTIONS.COM INC Diversified Cornrnercial & Pro Arnerice

aaCs  ALLIAMCE ATLAMTIS COMM -CLE  Broadcasting & Cable TV | Toronto
AAC MY EALLIAMCE ATLAMTIS COMM -CLB | Broadcasting & Cable TV Toronto -

OPS Index Date: Sunday, January 01, 2006
7259 records in list
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Importing Datafiles

Using datafiles allows you to spend time evaluating stocks instead of typing
in data. Companies may be imported into Stock Analyst in the SSG or SDF
format.

Databaze 550G and MAIC Clazsic D atafiles | Import HAIC OPS Datafiles I
To open a 1] Select Drive and Directony containing D atafile
company from a 2] Select Datafile from list or type in the Ticker Symbol
D atafile: 3] Once Datafile is selected, click OF. to open
Directorny Enter Ticker Symbol
AT cd
EFNAIC Tools .
ZYNAIC data Files D
calendar CCU.550G -
= CCUR.S5G
CD.556G -
COA 550G
COCOSSG
COCY.55G
CDE.550G
Drives List filez aof type
| = c: [DESK_TOR] =l |956 files [ 556) |
577 filez in lizt
LDl CORF Help | k. | LCancel |

To import/open a company from a datefile, select File | Open | Company
from the menu. Click the window tab called “SSG and SDF Datefiles.” Se-
lect the drive and directory where the files are located. Type in the ticker
symbol or highlight the file from the list. The name of the company will ap-
pear at the bottom left corner. Click OK to open thefile.

To import SDF (Stock Analyst Datafiles), select the SDF format in the List
Files of Type. SDF files can be exchanged with other Stock Analyst, Inves-
tor's Toolkit 5 and Classic Plus users. Locate the directory where the SDF
files reside and import them in the same way as the SSG files.

File Association

When Stock Analyst is first installed, it sets up file association links within
Windows. This means that you can double-click on an SDF or SSG file and it
will open into Stock Analyst. If Stock Analyst is not running, it will start
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automatically and load the desired file.

This file association also opens SSG and SDF files from the Internet. You
can set or reset file association from the Options | Preferences | File Associa-
tions menu item.

SSG File

SSG formatted files are a standard for sharing stock studies and data. You
will typically see such afile with the extension SSG after the ticker symbol.
(Example: MCD.SSG) These files contain yearly, quarterly, and company in-
formation for a complete company study. Use this format to exchange com-
pany datawith individuals who use other ICLUBcentral software.

SDF File

SDF formatted files are a file format common to Stock Analyst 3, Investor’s
Toolkit 5 and Classic Plus. These files contain complete information for
company analysis, and they can be exchanged seamlessly with other current
ICLUBcentral software programs. The SDF formatted files are the recom-
mended means for exchanging data.

PRC and CSV files

These files are normally retrieved from the Internet. They provide informa-
tion for updating prices in the Stock Analyst database. The extension for
these fileswill be either PRC or CSV.

Publications

Data from the following sources needs to be collected and keyed into Stock
Analyst. Much of the annual report data that Stock Analyst requires for its
Balance Sheet Analysis tool is not available through the S& P Stock Data
Service, and so must be input by hand.

Each company publishes annual and quarterly reports. These will be sent to
you at no charge upon request. The annual report is a glossy document that
explains the financial results of the past year, highlights changes, presentsin-
formation about the company’s products, and may give an outlook for the
next year.

Company reports are not structured as the SEC (Securities Exchange Com-
mission) 10K and 10Q reports. Financial data may seem intimidating at first
because of the accounting terminology, but over time, you will become fa-
miliar with certain key concepts.

Subscription services such as The Value Line Investment Survey and Stan-
dard and Poor’ s sheets may be purchased or viewed at your library or broker.
They provide the historical information needed for stock analysis. (There are
sample pages for view later in this chapter.) They also provide company ad-
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dress information so that you may contact a company directly and ask for an
investor information package.

The Value Line Investment Survey (containing over 3400 U.S. companies)
seems commonly used as it is found in many libraries. Each company’s data
is found on a single page, with an analyst’s summary advisory. There is usu-
ally also a summary for each industry.

Quantity of Data

If you cannot find sufficient information about a company, move on to an-
other one. It is not wise to make decisions based on incomplete information.

Financial data for a company may vary, depending on its source. The differ-
ences are due to the interpretations that security analysts may perform in or-
der to gauge a company’ s income from ongoing operations (a process known
as “normalization”). Thisiswhy it is important not to mix data sources when
doing a company study.

Internet

Data from the Internet may be accumulated and entered manually in the
Stock Analyst program. Sources for company information include:

The government’s SEC Edgar site contains a database of listed companies
(SEC = Securities and Exchange Commission) where you may access a com-
pany’s filings (www.sec.gov). There are commercia services that provide
access to SEC' s datain an easy-to-use fashion.

Quarterly reports are called Form 10Q by the SEC, while annual reports are
called Form 10K. These reports contain useful financial information plus de-
scriptions of the company’s business. They are more detailed than the reports
issued by the company to shareholders.

An 8K Report is required by the SEC within 15 days of an event that could
affect the value of the company’ s securities.

A 13D Report is required by the SEC from an investor who acquires 5% or
more of a company’s stock. This aerts the company and its sharehol ders that
someone may be trying to gain control of outstanding shares.

A company’s web site may be directly accessed from Stock Analyst. You
may need to enter the URL (web site address) in the company data entry
screen in order to access it from the View | Company/Favorite Web Sites
menu item or the Company/Favorite Web Sites button on the toolbar. Most
companies include a financial information section from which you may re-
trieve annual and quarterly report data. News releases will announce signifi-
cant events such as an acquisition or sales of a division or the introduction of
anew product.
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Companies may answer your questions by e-mail or telephone. Alternately,
they will send you information by mail.

For company data that can be imported into Stock Analyst, you may
download SSG and SDF files. You can click on these files and directly load
them into Stock Analyst. When data has been offered by other investors, you
are advised to verify the accuracy of this data before making an investment
decision.

Your brokerage firm may offer information on its web site about stocks, as
well.

Internet Access

Stock Analyst accesses the Internet through the View | Company/Favorite
Web Sites menu item. Y ou may also connect through the Internet Tab in the
Prompt Window.

In either case, you can choose from existing sites or add new ones. Click the
Add Site button to type in a new site name and its Internet address.

To add the address of a company site, go to the Company icon (or group) and
highlight the generic title (Company Web Site). Click the Edit Site button to
type in the company name and Internet address.

Company information is available from a number of sites. Highlight the site
of interest and click the GO! button to start your Internet browser program
and automatically access the site.

Be careful when editing pre-defined company web sites. Stock Analyst uses
aspecial field to represent ticker symbolsin web site URL s (addresses). You
can add links to other web sites if those sites use a stock’s ticker symbol in
the URL. Click the Add Site button in the Favorite Web Sites dialog box, se-
lect Company from the Group field, type in the Site Name, copy the URL
from your browser and then paste it into the Internet URL field. Finally, re-
place the specific ticker symbol in the URL with <symbol> to allow the same
link to be used for any stock in your database. For instance, to add a link to
Y ahoo! Finance' s company news page, do not use:

http://finance.yahoo.com/a/h?s=M SFT

Instead, use:
http://finance.yahoo.com/g/h?s=<symbol >

In this way, you can add convenient links that you can access for any com-
pany asyou study it in Stock Analyst.

For multiple stock price quotes from Y ahoo! Stock Analyst generates aticker
list from companiesin your database.

Stock Analyst includes two groups. Company and Favorites. Of special note
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isthe ICLUBcentral site for product support and additional information.

The Yahoo! siteis set to retrieve prices individualy or for al companiesin
your database.

Updating
Once a study is completed, you will need to keep it current as new informa-
tion becomes available. There are 3 different times that you should consider
updating a study.
1. Monthly, with price information. (Do this prior to your club
meeting or to reassess your holdings.)

2. Quarterly (every 3 months), when new quarterly information
is released by the company

3. Annualy, when new annual figures are released by the com-
pany.
Updating can be done fairly quickly if you do it regularly. After each update,

you should review your initial stock study and assess whether the results
meet your expectations.

Be consistent with the source of information you use for updating. Updating
original data with data from another source (annual reports, Vaue Line,
S& P, etc) can make your study inaccurate.

Price Updating

Price updating can be done either through the keyboard, viaa CSV price file
or automated thorough the Internet.

From the Internet

Price updating is available through the Internet and is accessed from the Up-
date Company Prices window in Stock Analyst. Select File | Update | From
Price Files from the top menu.
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' Update Company Prices @

|pdate Carmpary Syrmbal Exchange D ate Price 52 w'eek High;
i1 |AFFILIATED COMP SYCS|ACS NYSE 04-lan-06 £1.130
= BED BATH & BEYOND IM|BEBEY . |NaSDAQ 04-lan-06 36.420
= CHEESECAKE FACTORY|CAKE  M[MaSDan 03-Jan-06 37.090
= CISCO SYSTEMS INC - [CSC0 NasDal 0E-lan-0& 18.720
= DOLLAR GEMERAL [Sam|DG NYSE (13-l an-06 18.700
= EB&Y [Sample) EBAY MNasDal 03-Jan-06 44,670
= FaMILy DOLLAR STORE|[FDO MNYSE 23-Sep3 41,940 _—
0 FISERY [Sannple] FISY MNASDAL 23-5ep-03 38,740
= GUIDANT [Sample) GOT MNYSE 23-5ep3 48150
0 HARLEY-DANWIDSOMN IMC [HDI NYSE 05-1an-06 51.600
= JOHMSOM & JOHMSOM [N MNYSE 23-5ep3 A0.020
= JOHNSOM CONTROLS [£]JCI NYSE 23-Sepl3 98150
= KOHLS [Sample] K55 MNYSE 23-Sep3 55,380 -
| | [ |
Price Update Location
o Select Al | Help ‘
Lacal Price File Dovarload Prices | Setup |
+  Internet Prices | Exit ‘

Select the companies you wish to update (or ‘Select All’) then select the
Internet Prices Update Location and click Download Prices to download
prices over the Internet.

From a CSV price file

Use the Local Price file option when you do not have an Internet connection
and have a file containing stock prices that has been exported from another
program. The file should be in comma separated text format (CSV) with the
symbol, price, and date included for each company.

Setup allows you to specify the format for the CSV price file. Please be
aware that Internet sources may change the availability of data and their for-
mat.

From the Keyboard

The information in the Update Company Prices window can be edited from
the keyboard. Enter the new prices for the companies. Click the Start Update
button. A report of new high or low prices will be shown in the Alert column.

To simplify entering prices, you may sort information by clicking on a col-
umn title. Clicking a second time will reverse the sort order. Sorting by ex-
change will make it more efficient to update prices from a newspaper.

You may size columns to fit the information. Drag the edge of the column
header to the desired size.
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Quarterly and Yearly — from Datafiles

Whenever new Datafiles become available, new company information is
likely available. Use the File |Update | Company Data window to select the
companies to update.

You may sort the company information in ascending or descending order by
clicking on the column title.

If you choose to update from the S&P Stock Data Service, make sure that
you do not update from other sources. Mixing sources of data can create in-
consistencies and make your study inaccurate.

If you update in this manner, we recommend that you select Full Update.
This ensures that all data is updated to reflect any restatements, preliminary
to final adjustments, stock splits, etc. This ensures keeping some consi stency
in your company data.

Updating does not alter judgment settings as you may have set in each report.

Updating Manually

Manual updating of company data is done in the Data Entry window for the
company. To open a Data Entry window, select a company in the Companies
sidebar and select the Data Entry button in the Company window.

Yearly Updating

For ayearly update, the “Add New Year” button adds new data at the end of
the last fiscal year. Click this button to clear arow for the new data. Data for
the previous tenth year is removed from the database when the data is saved.

After yearly updating, you should redo your study to assess the newly re-
ported information. Redraw your trend and projection lines on the SSG
Graph, etc. asif you are doing a new study.

Quarterly Updating

To add a new quarter of data, click the Add new quarter button in the Quar-
terly Data tab. It makes space for new data. After adding new quarterly in-
formation, review the study to see how the latest results meet the growth and
value objectives you set in your original study.

You can also add new information to the Notes section of the Data Entry
window.

Share Splits

Occasionally directors of a company may order a stock split to make shares
more affordable for investors. For a company you have saved in your data-
base, you will need to account for this split.
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Go to the menu line item Options, Issue Share Split. Enter the number of old
and new shares, depending on the announced split. Examples:

2 for 1 split: enter 1 old share, 2 new shares
3 for 2 split: enter 2 old shares, 3 new shares
10% stock dividend: enter 100 old shares, 110 new shares

The value of your holding before and after the split is the same. (For more
details, see Share Split in the Glossary.)

Generally, a share split is a neutral event for the company. There may be a
brief increase in price after the stock split is announced but thisis neutralized
soon after.

Saving Data

Normally a company study or comparison is saved in the Stock Analyst da-
tabase. See the section on Sharing Data for saving to a diskette or to another
directory on your computer.

Databasze l 550G and SDF Datafiles]

Compary name

Company zypmbol |g|:5

Companies in databaze

Caompary Symbal Industry Updatet:

AFFILIATED COMP SVES -CLA ACS [ata Proceszing & Outsourc
BED BATH & BEYOMD IMC copy BBEY Hamefurnizhing R etail
CHEESECAKE FACTORY [Sample] | CAKE Restaurants b

CISCO SY'STEMS IMC CSCo Communications Egquipment

DOLLAR GEMERAL [Sample] 0G General Merchandize Stores

EBAY [Sample) EBAY Intermnet Retail

FamILy DOLLAR STORES [Sample] FDO General Merchandize Stores

FISERW [Sample] FI5W Data Proceszing & Qutsourc

IGLHDAMT 15 amnle] GOT Health Care Fouinment -

Help | Save | LCancel

You may save both company data and comparison data. If data was derived
from the Stock Analyst database, then the Save command will save the data
back to the same record. If the data is new, a new record will be entered in
the database.
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Both a company name and a company symbol are needed before you can
save a company. Saving a Comparison Guide requires both a name and a de-
scription.
Save As—for alternative The Save As function stores the company or com-
studies parison in anew record. Create a new record to
save avariation of a study or comparison. Make
sure to rename the new company record so that it is
meaningful to you.

Reasons to save multiple records are:
1. saving original studies (see below)
2. saving studies using optimistic and pessimistic judgments
3. saving an updated company study
4. saving acomparison with updated information

Original Studies

Save a copy of your original stock study. Add an identifier to the company
name such as“Orig.” for original, i.e. Microsoft — Orig.

To ensure that the price and data are not changed through automatic updat-
ing, you should also alter the company symbol to include -O, i.e. MFST-O.
Lastly do a Save Asto save the company in the database.

Use the study to “learn from your experience” when later reviewing judg-
ment decisions made about the company.

Multiple Studies of the Same Company

Often members of a club will study the same company. Have each member
add initials to his/her study’ s company name, i.e. Microsoft CM. Y ou may do
a Comparison Guide of these studies by importing the files (in SDF format)
into Stock Analyst. (See below for details on sharing.) Y ou can then compare
the members’ stock studies. The Comparison Guide can be saved for future
reference.

This technique could also be used to compare two studies for the same com-
pany, i.e. an optimistic and a pessimistic study.

Sharing Data

Users may want to share data with others, especidly if all are members of a
club. To facilitate sharing, Stock Analyst includes data exporting functions
through the Option | Backup/Restore menu items for the entire database
which might also include persona information. To export individual stocks
use File | Export.
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Save As SDF Format

The SDF (Stock Analyst) format is recommended for exchange between us-
ers of Stock Analyst 3, Investor’'s Toolkit 5 and Classic Plus. This format in-
corporates all data and judgment so that the receiver can reconstruct the
original study.

Use this format also for archival purposes, to save data for companies that
you are not currently following but want to retain for future reference.

Save As SSG Format

The SSG format is suitable for exchange with users of programs other than
Stock Analyst that do not support the SDF Format. This might include users
of older versions of Stock Analyst, Investor’'s Toolkit, and Classic or Classic
Plus. The SSG format does not support al the data used in Stock Analyst but
it is sufficient to allow othersto do analysis without re-entering data.

Exporting and re-importing data in the SSG format will not re-establish all
data as used in Stock Analyst. Stock Analyst uses data not included in the
SSG format and vice versa
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Value Line Data

e 16.4(3:::::3 )
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McDONALD'S CORP.yse.cr D[
s ? e | E'gz“mji% sas| Siil 23 3%’3 AEAEHEEEA B Target Drice Range
120 x “Cash Flow” p sh
TECHNICAL 3 Lowered 3/ . Relative Price Sirengih )
split 6/94 2-for-1 60
BETA 1.05(1.00 = Market) 15911389 ¥ 60
2009-11 PROJECTIONS haded area indicates recession Al : - 40
Price  Gain Anaellﬁ?AaI "I!'!II Wy T S T'-n-u— 30
Hgh 60 (+70%) 16% T L PRI, el 2
Low 50 2+45% 11% T L/ 20
Insider D T | !| 15
AMJJASOND| T T
BBy 200000011 10
Op!ians 130024001
Sl 130024071 % TOT. RETURN 2006 |
Institutio n al Decisions y s v,
530205 | porcent 12 o
T 1yr. 77 152
] 342 S o bt 3y 1705 1086 |
Hds(000) 922764 916187 902766 | 5y. 280 7383
90 | 1991 993199411995 1996 [ 1997 [ 1998 | 1999 [ 2000 [2001 [2002 |2003 | 2004 | 2005 | 2006 | 2007 | © VALUE LINE PUB, INC. [09-11
42| 467 49| 524 600| 700 769 32| 916| 9s2| 1092 1161 | 1215 | 1358 | 1501 | 16.95) 17.35| 1670 |Revenues persh 215
89 94 1.03 113 1.30 149 163 176 195 215 229 223 216 | 236 288 300§ 330( 365 |“Cash Flow” per sh 440
55 59 65 3 84 99 1.1 115 126 139 146 1.36 132 143 1.93 1.98 2.20( 240 [Earings per sh A 315
09 09 10 11 12 13 15 16 18 2 2 23 24 40 55 67 .75 .80 |Div'ds Decl'd per sh B .90
1.09 .79 75 93 i 147 17 154 1.39 138 149 149 158 1.04 112 1.35 145 1.50 | Cap’l Spending per sh 1.70
27 3.16 365 3.96 448 5.36 6.02 6.45 698 | 7.14| 705 741 8.11 950 | 1118 | 1215 14.20 | 16.10 [Book Value per sh © 2415
1436.4 | 1434.8 | 14544 [ 1414.8 | 1387.4 [ 1399.4 1389.2 | 1371.4 | 1356.2 | 1350.8 | 13049 1268.2 [ 1261.9 | 1269.9 | 1250.0 1235.0 | 1210.0 [Common Shs Outst'g © | 1200.0
14.1 142 17.0 17.9 171 19.0 215 210 247 304 229 183 141 144 16.2|| Bord figdres are |Avg Ann’l P/E Ratio 17.0
1.05 a1 108 1.06| 112 1270 13| 121 128 173 | 149 1.00 80 76 85 ValuelLine | Relative P/E Ratio 115
10% | 11% | 9% | 8% | 8% | 7o) e | | 6% | 5% | 7% | N 10% | 20% | 20% | 21%| U™t | ayg Ann'l Divid Yield 1.9%
CAPITAL STRUCTURE as of 9/30/05 10687 | 11409 | 12421 | 13259 | 14243 | 14870 | 15406 | 17141 | 19065 | 20460 21400 | 22650 |Revenues ($mill) 26600
Total Debt $8064.9 mill. Due in 5 Yrs $4150 mill. | 31.0% | 30.6% | 31.4% | 31.3% | 29.1% | 27.2% | 26.1% | 25.6% | 26.3% | 26.5% | 27.5% | 27.5% |Operating Margin 28.5%
:—fﬁ:{;‘[ggﬂm”: : 4|;T|LT;T{:§§$00m"I' 7429 | 7938 | 881.1| 9563 | 1010.7 | 1086.3 | 10508 | 11482 | 12010 | 1250] 1300 | 1340 | Depreciation (Smill) 1400
coverage 1100 3% of Capy) | 15726 | 16425 | 17602 | 19479 | 1977.3 | 17726 | 16920 | 18814 | 24566 | 25629) 2785 | 3050 |Net Profit(smil) 3860
Leases, Uncapitalized Annual rentals $1062 mill. 30.1% | 31.8% | 32.7% | 32.5% 32.7% [ 335% | 28.3% | 31.5% | 33.0% | 33.0% |Income Tax Rate 34.0%
T 2T 2 z L0 13.0% | 13.5% |Net Profit Margin 14.5%
No Defined Benefit Pension Plan d1033 | d1842 | d1188 | 1702 46004 | d662.7 | d250 | 500 | @500 |Working Cap'l (Smill) 500
Ptd Stock None 48301 | 4834.1 | 61886 | 56324 93425 | 8357.3 | 8500 8000 | 7750 |Long-Term Debt (Smil) | 6700
Common Stock 1,258,571,503 sh. 87182 | 88516 | 94647 | 9639 11982 | 14202 | 15180 ) 17515 | 19465 |Shr. Equity (smill 28950
10pt\onsexerc\sable 900; 129 3.1% | 12! . 11T% . 95% | 11.6% | 11.5% | 11.5% | 11.5% |Return on Total Cap’l 11.5%
18.0% | 18.6% | 18.7% | 20.2 18.7% | 16.5% | 153% | 17.3% | 16.5% | 16.0% | 15.0% |Return on Shr. Equity 13.5%
MARKET CAP: $44.0 billion (Large Cal 16.0% | 158% | 16.2% | 17.5% 156% | 13.6% | 11.1% | 12.4% | 11.0% | 10.5% | 10.0% |Retained to Com Eq 10.0%
CURHENT POSITION 2003 2004 9/30/05 15% | 15% 14% | 14% 16% | 18% | 27% 28% | 33% | 33% | 32% |AllDivds to Net Prof 28%
Cash Assets 4928 13798 2297.1 | BUSINESS: McDonads Corp. operates or licenses more than _company also operates Boston Market and Chipotle Mexican Grill
Receivables 5 7455 75541 30,000 fast-food restaurants in the U.S., Canada, and overse; he United States and has a stake in Pret A Manger. '04 depr.
‘C’)\tvhee';‘ory (FIFO) éggg ég}g mostly under the McDonald’s banner (12/04). About 60% 3.9%. Has 438,000 empl. Officers/directors own less than 1%
Current Assets 28578 38078 | OPerated by franchisees, 27% by the company, and 13% mmon stock (4/05 Proxy). President & CEO: Jim Skinner. Inc.:
Accts Payable _ 7143 5241 | affiliates. Foreign operations contribute around 66% of systemwi Address: One McDonald's Plaza, Oak Brook, Ill. 60523.
Debt Due 388.0 8622 714.7 | sales and about 36% of consolidated operating profits. The Telephone: 630-623-3000. Intemet: www.mcdonalds.com
8&:2"( Liab ziggg ;ggg‘g % McDonald’s posted modest earnings company to operate on a lower budget.
- ===d growth in the fourth quarter of 2005. McDonald’s will look to grow in emerging
ﬁ'!ﬂﬂﬁ'z“é}fs 15‘?;: :‘f’i‘ Es(‘ud.og%o“ The company registered bottom-line gains markets using developmental licenses.
Reva e 98% 85% 70% | Of 7% during the period on revenue growth Under this structure, the company licenses
“Cash Flow” 80% 50% 85% | of 4%. For the full year, revenues reached the McDonald's name and brand to a
Earnings 80%  45% 105% | a record $20 billion on comparable-store separate party and collects royalties based
ggg?(e\'/‘gae 13:&2 1;3802 153"2 growth of almost 4%. McDonald’'s had on revenue performance. This process cuts
" strong  top-line comparisons at its out necessary start-up capital, which
Cal- | QUARTERLY REVENUES (§ mill) Ful | European segment, most notably in should result in higher free cash flow. This
endar [Mar31 Jun30 Sep30 Dec3t] Year| £ nnce and Russia. Moreover, it has year, the company plans to open up to 800
2003 | 3800 4 5 4555 [17141 | shown significant operating improvement units globally.
;ggg iggg o ggég ;gggg in Germany. We expect the company will cot}tinue
2008 | 4900 53 50 5600 |21400 The company should have a decent to buy back shares. McDonalds will
2007 | 5185 5660 5870 5935 |22650 | Year in 2006. We have lifted our bottom- likely repurchase $1 billion in stock in the
e e ———— |ine target by $0.05 a share for the current first quarter alone. The company plans to
Cal- " ;ARJNINGSPER SH:RE T Full | year to $2.20, which implies earnings use a total of $5 billion-$6 billion in cash
endaraiear > -30 Dec EVear growth of 11%. For the first quarter of in 2006 for further share repurchases and
ggﬁ -ig ig 132 2006, share net is expected to rise about dividend payments (which increased by
2005 B 8 | 1o 14% on the prospect of improved customer 22% last year) over the next 18-24
2006 9. f ‘55 | 220 traffic. Indeed, comp-store sales increased months.
2007 | 53 60 66 .61 | 240] 10% in the U.S for the month of January. The stock offers above-average 3- to 5-
™ QUARTERLY DVIDENDS PAID © = Healthy revenue figures may be modestly year appreciation potential based on
eg:kr N ) 3 D ‘Z‘;'r offset by increased beef prices throughout the most recent quotation. Also, this
B0 MM1 57 he year, however. stock offers a decent dividend yield, which
2003 40 20 | McDonald’s will likely attempt to may entice conservative investors. The
2004 55 55 | convert to a more franchise-based issue is ranked to mirror the broader
2005 67 57 | operating model. Franchising mitigates market in the year ahead.
2006 economic risks while allowing the Garrett Sussman h 10, 2006
(A) Based on avg. shares through '96; diluted chan?e: 02, (7¢); '03, (3¢); '04, (8¢). Incl. tax | reinvestment plan is available. (Cz‘ Incl. m(an% ComEangs Financi! h A+t
after. Excl. net nonrecur. gain/(losses): '95, benefit: '04, 7¢. Excl. tax benefit/(expense): At 12/31/04: $1,828 mill., $1.44/sh. (D) In mill, | Stocl rice Stabili 75

(1¢); '98, (8¢); '01, (11¢); 02, (55¢); '03, (25¢); | '05, 4¢. Next egs. rept. due late April. adj. for stock splits.(E) Quarterly egs. don't Price Growth Persistence

‘04, (6¢); ‘05, 2¢. Excl. cum. effect of accting | (B) Div'ds historically paid in early Dec. m Div'd. | sum due to changes in shares outstanding. Earnings Predictability 85
© 2006, Value Line Publishing, Inc. Al rights reserved. Factual material is obtained from sources believed 1o be reliable and is provided without waranties of any kind.

THE PUBLISHER IS NOT RESPONSIBLE FOR ANY ERRORS OR OMISSIONS HEREIN. This publication is strictly for subscriber's own, non-commercial, intemal use. No To subscribe call 1-800-833-0046.
of it may be reproduced, resold, stored or transmited in any printed, electronic or other form, or used for generating or marketing any printed o electronic publication, service or product.

(Reprinted with permission.)
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Entering/Editing Data from the Keyboard

If you do not have a datafiles subscription, you will need to gather data from
the company or another reference report such as Vaue Line or S&P.

Note that some reports will not contain all the data you need or that you may
need to calculate figures separately before entering them into Stock Analyst.

Use all the Help Be sure to take advantage of all the help available in Stock
available Anayst. Right-click on adata cell to select What's This?
and More Help for details about the data entry.

Examine the Value Line and Standard and Poor’s data sheets for data refer-
enced in the charts that follow.

Company Info

Edit - AFFILIATED COMP SYCS -CL A

PG Monthly Prices ] Arnnual Report Data ] Hotes ] Optiong ]
Company [nfo l Company Data ] Yearly Data ] Buarterly Data ]
Company Daka
Name |AFFILIAT CL &
Syrbal (a5
Source S &P -

Exchange |MYSE -
Industry |Dats Processing & Outsourced | Reference |

Sector [Not Defined Ba
Address | Contact Person
| Telephone
City | Country
State/Province
i Itermet |
Zip/Postal

Date of Source [Data]l |Jan/05/2006 Last Updated |Jan/05/2006
Date of Last B [ Jm/30/2005 Updated by [ICIub User

|Jpdate Price | Update Data | rgzgﬁatgnriie [~ Lock Data Help | Ok ‘ LCancel |

VL means Vaue Line and S& P means Standard and Poor’ s reports.
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Company Data

Edit - AEFILIATED COMP S¥CS -CL k

Data Only

PG Monthly Prices ] Annual Report Data ] Motes ] Options ]
Company Info Company Data Tearly Data ] Guarterly Data ]
Current Price Date | an/05/ 2006 Insider Holding [%]
Current Price $ £1.400 Inst. Shares [000) [
52 Week High  $ £2.200
E2Week Law  § a0 Outstanding Shares [kil.] 124.28
Diluted Comrmon Shares [kil.] 13038
Total Debt (Mil] % TE3ES Preferred Shares [Mil.]
Tatal Capital [Mil] 3312 Preferred Dividends [Mil]  $
Total Agsets (ML) $ 5014.47 Authorized Prefened Shares
Comm. Dividends %
Shart Tamn Debt $ SEP Quality Rating B+ -
Latest 40 (M) B.47 ViSeey [
WL Tirneli
Est Taw Rate (%) meiness
YL Fi ial
Last 40 EPS $ 113 AN
Bets
ACE1YTEPS Proj  § a4 nE?
Lipdate Price ‘ Update Data | w Update New [ Lock Data  Help ‘ ak | LCancel |

VL means Value Line and S& P means Standard and Poor’ s reports.

ITEM EXPLANATION TYPICAL ANNUAL REPORT | VL S&P
Current Price Use format: Newspaper or Internet n/a n‘a
Date MMM/DD/YYY, day,

year (e.g. Oct/23/2006)
Current Price Stock price Latest newspaper or from n/a n/a
Internet.
52 Week The highest price Latest newspaper or from n/a n/‘a
High reached in the past 52 Internet
weeks.
52 Week Low | Thelowest price Latest newspaper or from n/a n/a
reached in the past 52 Internet
weeks.
Total Debt Long term debt plus Company Report, Balance 5 2.3
(Mil.) debt due within one Sheet, by totaling long-term
year. plus short-term debt.
Total Capita Defined as long-term Company Report, Balance 6 2.3
(Mil.) debt plus shareholders’ Sheet. In VL, add long-term
equity. debt plus shareholders’ eg-
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ITEM EXPLANATION TYPICAL ANNUAL REPORT | VL S&P
uity.
Insider Hold- % of shares held by ex- May be reported in com- Business 12
ing (%) ecutives and directors pany’s Proxy Statement.
of company Check Internet. VL may
show in Business section.
Inst. Shares Enter in thousands of Check Internet. Institutional 12
(000) shares held by mutual Decisions
funds, pensions, &
other groups.
Common Enter regular dividends Quarterly 14
Dividends paid to share owners dividends
over thelast 12 months.
Outstanding Basic number of shares Annual Report Balance 5 12
Shares (Mil.) issued and outstanding Sheet/Shareholders Equity.
Also where EPS are stated.
Diluted Since 1997 companies Normally shows where EPS 5 n/a
Shares (Mil.) have been required to are stated.
report diluted EPS, as Check footnotes for which
well s basic. figures may be diluted
Preferred Many companies do not Annual Report Balance 5 n/a
Shares (Mil.) have preferred shares. Sheet/Shareholders Equity
Analysts Analysts' projection for Internet or Analyst Reports n/a n/a
Sales Projec- revenues.
tion
Analysts Analysts' Consensus Internet or datefiles. 7 12
EPS Projec- Estimate for EPS for
tion ($) current fiscal year

86
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Yearly Data

Edit - AFFILIATED COMP SVCS CL A
PG 1 onthly Prices ] Annual Report Data k ] Motes ] Options ]
Company Infa ] Compary Data early Data J Luarterly D ata ]
DL 2L Lgud
Revenue Tax Rate Met Inc. Boak Basic  Dividends arket Price
[Mil.] %] [Mil.] Yal Per EPS Declared  High Low
Tear $ % i3 ;3 $ ;3 $
|  29es1 | 4049 | 2376 | 428 | 041 | | 12438 | E93@
| ®2453 | 4075 | 3mE1 | 485 | 053 | | 16000 | a7ED
[ ez 4067 [ gan1 | sz | oes | [ 12875 | 10780
| 1B4z222 | 3s0 | 9241 | B1F | oER | | 2ma7s | 11188
| 196254 | mom | a4 | 717 | 103 | | 26500 | 15.500
| 2osase | @M | 14324 | a&ms | 1z | | e840 | 16m2
| aoezsz | 3407 | 24489 | 1887 | 1TE | | 57050 | 35100
| a7erzr | 3mme | wese | 1eze | oz | | 56860 | 32700
| #0623 | 3818 | oo | 2029 | 2E5 | | 57980 | 42100
| 435116 | 3654 | 4oe7a | 2267 | 312 | | 61230 | 45810
< | i
Add Mew Year| Remove vear | [~ Lock Data Help | ok ‘ Cancel ‘

This screen defaults to displaying Book Value/Share instead of Common Eg-

uity.
ITEM EXPLANATION TYPICAL ANNUAL REPORT VL S&P
The company’s fiscal year Cover of the annual report. 3 21
Y ear may differ from calendar
year.
The amount collected for Financial Statement, Consolidated 4 2.2
Revenue all goods or services sold Statement of Earnings.
(Mil) $ by the company. May also
be called revenues.
Pre-Tax Inc The amount of profit prior Annual report na | 22
(Mil.) $ to the payment of taxes.
Net Profit Net income. Company Annual Report, same 4 2.2
(Mil) $ page as Sales.
Book Worth of company repre- Company Annual Report, Balance 8 2.3
Value/Share sented by shares held by Sheet, Shareholders’ Equity.
$ common sharehol ders.
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ITEM EXPLANATION TYPICAL ANNUAL REPORT VL S&P
EPS reported as ayearly Same page as Sales. 4 21
EPS $ .
figure.
Dividends paid each year The newspaper will report the latest 4 21
Dividends $ to sharehol ders of common yearly dividend. For the dividend
stock. Some companies do history, check the annual report 10
not pay dividends. year Summary.
Market Price | The highest price reached Latest newspaper or from Internet. na | nfa
High $ in the past 52 weeks.
Market Price | Thelowest price reached in Latest newspaper or from Internet. na | nfa
Low $ the past 52 weeks.
Shares Out- Basic number of sharesis- Annual Report Balance 5 12
standin sued and outstanding Sheet/Shareholders Equity. Also
9 where EPS are stated.
Month/day/year Company Report, Balance Sheet 6, 13
Statement date. See More Help for 7
Ei?c%lovﬁ further details. Note that this sets
the yellow cell marker for latest
quarter.
This updates EPS since the Company Quarterly Report or 7 13
Last 4 Quar- last fiscal year. Use one check Internet.
ters EPS source consistently for all
data
88 8: Company Data Stock Analyst 3




Quarterly Data

Edit - AFFILIATED COMP SYCS -CL A

PMG Manthly Prices ] Annual Report D ata ] ﬂfgs ]
Compang Info ] LCompany Data ] Tearly Data

Date of Lazt By Jun/30/2005

Options

5 E arni TaxRat Met |
Date of Last Quarter |5 ep/30,/2005 j He{mw ® p:,r?ﬂf.:e ak[o/o]a ® ° [ﬂﬁ_olme

Luartery Data

l

|

Q2 Fy 2004 [Dec 2003) $/103664 $| 0Bz | /A $) 89 af
(3 F 2004 (Mar 2004) | 93788 | 0% | 308 | 7945
G4 FY 2004 [Jun 2004) (100343 | o070 | 3:2A | 9vss
@1 Fr 2005 [Sep 2004) 106245 | o7s | aFFa | 1mm
02 FY 2005 (Dec 2004) 104618 | 072 | 3738 | 943
03 FY 2005 [Mar 2005) 102729 | oF3 | 3733 | 963
04 F 2005 [Jun 2005] 108330 | oEr | 3\1z | 10549
@1 FY 2006 (Sep 2005] | 087 | 3586 | 11160
02 Fy 2006 [Dec 2005) [13t092 | o7e | &1 | 9923
{3 FY 2006 (Mar 2008) | | | |
4 F 2006 {Jun 2006) | | | | :‘
@1 FY 2007 [Sep 2008] | | | | -
Update M
Update G Data Only - thaaljenlyew [~ Lock Data Help ‘ Ok, ‘ LCancel |
ITEM EXPLANATION TYPICAL ANNUAL REPORT VL S&P
Quarter Fiscal quarter and correspond- n/a 10, 13
ing calendar date. 11
Sales This updates sales since the Company Quarterly Report or 6 13
(Mil.) last fiscal year. Useonesource | check Internet.
consistently for all data.
Earnings This updates EPS since the Company Quarterly Report or 7 13
Per Share last fiscal year. Use one source check Internet.
consistently for all data.
Tax Rate Percentage paid for taxes. Company Quarterly Report Notes n/a n/a
(%) to Financia Statements under In-
come Taxes.
Net Profit May be called Net Income. Company Quarterly Report, same n/a n/a
(Mil.) page as Sales.
Date of Format is month, year. Company Quarterly Report, In- 6,7
Last Quar- come Statement date. See More
ter Help in Stock Analyst for more
detailsfor VaueLine.
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ITEM EXPLANATION TYPICAL ANNUAL REPORT VL S&P
Date of Month/day/year Company Report, Income State- n/a n/a
Last FY ment date. See More Help for fur-

ther details.
PMG Monthly Price
Edit - AFFILIATED COMP S¥CS CL A
Compaty lnf ] LCompaty Data ] Yearly Data ] Huarterly Data ]
PG Monthlu Price Annual Report Data Motes Options
| | | |
200 2002 2003 2004 2005 2006
January | | | 47m3 | 5422 | 5545 | 5413 | E140
February | 145 | 4891 | 4483 | 48268 | 5170 |
Mach | 2245 | 8613 | 4426 | 5190 | 5324 |
spil | 300 | sa07 | 4770 | 4mE0 | 4767 |
May | 313 | =EE4 | 4634 | 4982 | m73 |
Jume | 3mo6 | 4748 | 4573 | B294 | mA0 |
Juy | 4142 | aese | 4388 | m190 | 48997 |
sugust | 4nes | a4m0 | 48961 | 5433 | 5188 |
September | 4071 | 4288 | 48B3 | 8867 |  B4E0 |
Octoher | 4403 | 4605 | 4893 | 5485 | 8411 |
Movember | 4663 | 8000 | s014 | 8318 | s&7E |
December | 5307 | 5265 | 5446 | EO013 | 5318 |
[~ Lock Data Help | Ok, | Cancel |
ITEM EXPLANATION TYPICAL VL S&P
ANNUAL RE-
PORT
Monthly Share prices for company at some point in | n/a n/a n/a
Prices each month. You can enter severa months
and years of historical share price data.

Tip for finding  From the Menu Bar, select View | Company/Favorites | Add Site. In the
monthly share  Name field, type: Yahoo Historical Prices. In the URL field, type:
prices.  http://finance.yahoo.com/q/hp?s=<SY MBOL > and Click OK.

0
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Balance Sheet Data

Edit - AFFILIATED COMP SVCS -CL A

Company [nfo ] LCompary Data ] Yearly Data ] Luartery Data ]
PG Monthly Prices Annual Report Data l Motes ] Options ]
Balance Sheet l Conzolidated Statement of E amings ] Statement of Cash Flow ]
% Thiz Y'ear Last Year
Cazh & Equivalents 34,228 3h.8E6E
tarketable Securities and Investments ] ]
Accounts Receivables 1111.5926 844 E09
Inventories 0 0
Total Current Assets 1343 472 982 747
Tatal Property: Plant & Equipment ] 0
Total Current Liabilities 062.88 BEE. 837
Total Stockholders Equity 1] 1]
Interest Coverage 13.815
[~ Lock Data Help | Ok, | Cancel |
ITEM EXPLANATION
Cash & Equiva- Cash, or cash and equivalent assets.
lents

Marketable Secu- Securities, often liquid and short-term in nature, held by the company.
ritiesand Invest-

ments

Accounts Receiv- Payment owed by customers, royalties receivable, tax refunds, etc.

ables

Inventories Finished goods, work in process, and materials.

Total Current As- Short term, long term and "other" assets.

sets

Total Property, Fixed assets held by company.

Plant & Equip-

ment

Total Current Li- Thisincludes financial obligations that will have to be paid within the next 12
abilities months, such as accounts payable, taxes, wage accruals, and short-term debt.

Source: "Total current liabilities" line of the company's balance sheet or from
the Value Line or S& P shest.
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Consolidated Statement of Earnings

Edit - AFFILIATED COMP SYCS -CL A

Carmpaty [nfa ] LCompany Data ] Yearly Data ] Buarterly Data ]
PG Monthly Prices Annual Report Data ] Hotez ] Optionz ]
Ealance Sheet i Conzolidated Statemppt of Earnings ] Statement of Cash Flow l
Thiz Year Last Vear
Cogt of Goodz Sold [COGS] i i
Total Interest Paid on Debt ] ]
[~ Lock Data Help ‘ Ok, ‘ LCancel |
ITEM EXPLANATION
Cost of Goods Sold Expenses related to raw materials, manufacturing
costs and direct labor.
Tota Interest Paid on Interest paid on the company’ s debt.
Debt
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Statement of Cash Flow

Edit - AFFILIATED COMP SYCS -CL A

Comparny Info ] Company Data ] Tearly Data ] Guartery Data ]
PG Maonthly Prices Annual Report Data l MHates ] Options ]
Balance Sheet | Consolidated Statement of E amings | otatement of Lash Flow l
This "rear Lazt vear
Met Cazh Provided By O perations 0 0
Acquizition of Property; Plant & Equipment 0 0
[~ Lock Data Help ‘ s ‘ LCancel ‘
ITEM EXPLANATION
Net Cash Provided By Cash generated from the operations of a com-
Operations pany, generally defined as revenues less all oper-
ating expenses, but calculated through a series of
adjustments to net income.
Acquisition of Prop- Spending for acquisition of property, plant, and
erty, Plant & Equip- equipment.
ment
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9: Stock Selection Guide
Graph

The SSG Graph records and measures historical growth for sales and
earnings. The chart shows the consistency of that growth. The estimate of
future growth comes from your understanding of the company’ s future po-
tential.

Introduction

The Stock Selection Guide Graph is used to measure how well the com-
pany’s management has been able to grow sales (or revenues) and earnings
over the past 5 to 10 years.

Stock Company: AFFILIATED COMP SWCS -CLA Diate: Jan 05, 06
Selectio Prepared by: 1Club User [Data source: § & P
= -,{ ‘f ciron Uihere traded: ACS - NYSE Industry: Data Processing & Outsourced
Gnide® Prefemed } Sblnziders | % Inshiuion
The most widely used aid ta  [Common 1243 1 1] ]
zood inn - et FET6 1 [ b ot Cap, A5 1% For DIEY]
200
100 £
| | i
50 ‘ q
0 e 1 [ Bl \
: I
a0 _‘_‘ 4351 M
2 e %59
. 1= ////ﬂzuo
n = || |
. -
7 e H 15%
] IEV'(/ o | LT
5 » [ T T,
L] P ‘ / % 0%
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Past growth is an indication of how the company may perform in the future.
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Future sales and earnings growth drives the growth of the stock price, pro-
ducing the appreciation from your original stock purchase price. The SSG
Graph can revea significant information. Its purpose is to display all the im-
portant information in one simple report.

SSG Graph Items

ITEM DESCRIPTION
Blueline Sales or revenues (same color as labels at bottom).
Magentaline Earnings per share (same color as |labels at bottom).
GreenLine Pre-tax income.
Blue Bars Y early high and low prices.
Circles Quarterly results (if any).
Price Zone Bar Buy, Hold, Sell zones as calculated in Part 4.
Data Labels Start and end values for projected lines.

Lst Square, Mid Point Least squares, Mid-point or user set projection.
or User Set

Scale X In Recent Quarterly Figures box, the scale factor for
indicated data.

Objectives
Y our objectives for the Stock Selection Guide Graph (SSG) are:

1. To assess the consistency of historical growth for sales and earn-
ings per share (by observing the smoothness or jaggedness of the
lines).

2. To measure historical growth of sales and earnings (by drawing
trend lines for each).

3. To project sales and earnings growth 5 years into the future (by
researching the company to determine if past conditions are
likely to continue).

It is very important to be informed about the company’s past growth,
strengths, and weaknesses. Y ou should also research the company’s current
and future plans. Such knowledge helps you to make more reasonable judg-
ments about the company’ s potential for growth.

Assessing Consistent Growth - Step 1

The Stock Selection Guide Graph gives good visual information about a
company’s growth. Smoothly rising lines show that management is growing
the sales and earnings steadily. It is relatively easy to draw the trends and

Stock Analyst 3
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projections for such data, because consistent growth tends to be followed by
more consistent growth.

When the sales and earnings lines show peaks and dips, it suggests that man-
agement has had a difficult time growing the company consistently. It can be
difficult for even an experienced investor to decide how to draw the trend
lines. The inconsistencies must be investigated and then decisions made
about whether they are likely to reoccur.

Measuring Historical Trends — Step 2

Your next goal in the SSG Graph is to measure the growth (slope) of the
sales and earnings per share (EPS) lines. The computer will draw the trend
lines according to a formula. You may adjust the trend lines according to
your judgment. See the section below called “User-Drawn Trend Lines” for
more information.

Trend and Projection Lines

The red trend and projections lines placed on the plotted data to measure and
project growth should be looked at as the electronic equivalent of a ruler.
Your objective is to move, drag and drop, the ends of the ‘ruler’ to conform
to the information you want to measure. This gives you the flexibility equiva
lent to the paper and pencil method used with the traditional SSG form.

Computer-Drawn Trend Lines

) -

.f-

v Show Header 4

5503 Garaph Options %312
Sales r
s d

i 3
'M’ Prices 1
Preferred Procedure

| w Plot Pretax Income
v Plok Trend [ Projection lines

F—
v Recent Quarterly Figures o —L
2001 Garowth Caloulation Mid-poink
v Zorkindicator v Leask Squares
uare) o TIPSO U

You may choose between least squares or mid-point for the default growth
measurement. Right-click on the graph to display the pop-up window that in-
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cludes the options from which you may choose. At the bottom of the SSG
Graph, note the growth rate for the calculated method or the user-drawn
trend.

Least Squares Method
Thisisthe Stock Analyst default setting for growth.

Mid-Point Method

A second mathematical choice is the mid-point calculation. Thisis a simpler
formula (see the Formulas section) that can easily be tested and confirmed by
the user.

User-Drawn Trend Lines

The computer places the trend line near the historical data. Consider the red
trend line as your electronic ruler, showing the slope of the data growth.
Click and drag and drop each of the end markers to place the line over the
data you want to measure.

There are times when you will want to focus on specific data. Y ou may wish
to measure the growth of the last few years because it better represents the
company’s current situation than an earlier period. Y ou may wish to measure
the full 10-year period and compare it to the last 5-year period.

Understanding past growth gives you insight that will aid you in estimating
future growth rates.

Which Method to Use?

There are various ways to draw the trend line. Y ou may wish to test each of
the following methods. Note the growth percentage at the bottom of the
Graph for each method illustrated below.

Inspection Method

Y our eye and brain can spot atrend.
This method will yield somewhat simi-
lar results to the least squares default
setting for growth. In the example on
the left, the trend line is drawn primar-

: ily to assess growth in the latest 3
DENVAESE RS
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Peak Method

T 1 This method draws atrend line

a4 | through the highest peaks of the plot-
ted data. Experience shows that this
method works well for cyclical com-
panies (i.e. companies such as autos or
oil and gas) whose profits ebb and
flow over several years, rather than
moving on a steady upward growth
pattern.

Area Method

This method places the trend line so
that data plotted falls on either side of
the line to form equal areas on the top
and the bottom of the trend line.

Generaly you will find that the methods will yield similar percentage results
unless you have widely ranging data as in the above example. Eventually you
will adopt a style that is right for you and alter it to suit the circumstances of
the company.
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Excluding Years

Stock Analyst allows you to exclude
L1 years of datathat don't fit the trend.

t Excluding/including ayear can be
done by left-clicking on the year label
at the bottom of the graph. This
automatically resets the historical
trend line to the computer calculation.

The example shows adip and a peak
excluded from the least squares calcu-
lation.

Projecting Future Growth — Step 3

Once the historical trend lines are drawn, your task switches to projecting the
future. The processis similar for both sales and EPS.

There is one critical part to projecting future growth. Y ou must know enough
about the company to predict whether it will increase, decrease, or maintain
its past growth into the future.

Factors Contributing to Growth

Gather knowledge Consider various influences on the company before projecting future
before projecting  growth. Key reasons for past success may or may not be still applicable.

1. Constant flow of new products

Application of old products to new and different problems
Expanding markets

Competition

Geographical expansion

Mergers or acquisitions

N o g &~ W DN

Retention of earnings to finance future growth

Guidelines for Projecting Growth Rates
Here are some guidelines for projecting future sales and EPS growth.
1. The computer-calculated projections (least squares or mid-

point) can be useful when companies are very regular in
their growth. However, for companies with irregular pasts or
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losses in any given year, these mathematical projections can
be irrelevant.

2. Projected EPS growth should be equal to or less than sales
growth. The only exception would be if the company was in
a turnaround situation where profitability is expected to im-
prove.

3. Itisdifficult for most companies to maintain growth at more
than 15% for long periods. Very few can sustain 20%. Keep
these limitsin mind when doing your projections.

4. Confirm that the latest quarterly sales and EPS percentages
are equal to historical growth trends and are keeping up with
your growth projections. (Right-click on the graph to show
the Recent Quarterly Figures box.)

d 5. Make sure that you project for 5 years by starting your pro-
xperien“ jection from the data point for the latest quarter. (See “Pro-
e jecting aFull 5 Years’ later in this chapter for details.)

6. Test your EPS projection by using the Preferred Procedure.
d Sales tend to be more consistent than EPS and thus are easier
erlence to project. The Preferred Procedure uses projected sales to
pr calculate projected EPS (and growth) based on past profit-
ability, taxes, etc. See the Preferred Procedure section for

more details.

Setting Future Growth Rates

Another method is to click the graph with the right mouse button and select
Draw Projection Line. Then drag the projection line end markers to show
your future growth rate at the bottom of the graph.

b / [

v Show Header

550 Graph COptions 3

Sales 4 ——
%P v Plot Hiskorical
ey Prikes k| w Draw Trend Line F— |
[ Preferred Procedure v Draw Projection Line
[—— v Plok Pretax Income [ — ——
 Plot Trend | Projection lines |
[ -
v Recent Quarterly Figures
2002 iarowth Caloulation » 2006 2007 2003

v Zone Indicator 26 2%
th 20.0% [L=t Sejuare]

thhat e Fhics
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To set a specific growth rate figure, right-click on the yellow Estimated Fu-
ture label at the bottom of the graph. Call up the Enter Judgment window to
enter your projected growth rate.

Resetting Trend and Projection Lines

To reset judgment in the SSG eI eNelr iRt e E]
graph right-click on the graph

and select the SSG Graph Op- Reset
tions menu item. Proj. ey, Growth [%] lﬁ = |

You can then use the SSG Current Year Rev. (3] [ 4349.000]

: , ’ il
Graph Options window to adjust .
any or all of the judgment items. Rev. scale 100] 3‘ R
Click the “R” next to anitemto | prgj EPS Grawth [%] 0.0 A |
reset it to the default value, en-
Current r'ear EFS [$] 31z R |

ter specific values in the data
boxes, or use the arrow buttons EFS zcale |:|_5|d R
to increase or decrease selec- = |

tions. Pre-t-&lnc. zrale EDlﬁ R |

This is also where one can reset

Price Scale over the EPS line or Price scals 1 j R
Pre-tax income to see if stock

price is tracking these numbers BesetAl | Llose |
or perform other “What if” sce-

narios.

Click “Reset All” to restore all judgment items to the default values.

Recent Quarterly Figures

Display the Recent Quarterly
Figures box by clicking the RECENT QUARTERLY FIGLUIRES

g[ﬁ’:n V;'rfg tsgeegt'i?g S]e%‘é?]? Sep 2005 Sales EPS  PTxhne
Quarterly Figures. You may Latest Cuarter — $1,274 a7 174
d|sp|ay or h|de th|s bOX to Year .'E'.QIJ Cluyarter $1,[|EE $[|TE $153
better view data plotted be- Percentage Change  14.3% 14 4% T 0%

hind it. The Recent Quarterly least 8y Gr  #9.3% MM 3%
Figures will always be in- Lst Sy R2 0.4 1.00 048
cluded in the printed report. Mid Prt G 24.5% HA% A%
The last quarter date is set in Scale 3 100.0 M 050 200M
the quarterly data entry win-

dow.

Review the information in this area and confirm that it is consistent with his-
torical and projected growths. Variations from your expectations should be
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eXPerienoed

investigated.

Pre-tax Income

Plotting pre-tax income helps to visualize and understand the relationship be-
tween sales and earnings. For the ideal company, these lines would be paral-
lel. Often they are not and indicate potential areas for further investigation.

When pre-tax income grows at a faster rate than sales, it shows manage-
ment’s ability to control expenses. It could also be due to price increases of
the company’s products or services. The first is desirable while the second is
probably short-lived.

If earnings grow faster than pre-tax income, then taxes may have been low-
ered or the number of shares may have been reduced.

Knowing and understanding these relationships may help with your stock
study. Assess how these factors may affect the company before you do your
projection of earnings.

Preferred Procedure — (projecting EPS from Sales)

This projection method uses projected sales as a starting point for calculating
future EPS. This is a preferred procedure because sales can usualy be pro-
jected with greater confidence than earnings. To access this window, click
the SSG Graph with the right mouse button and select Preferred Procedure.

Confirmyour EPS  Use this method to confirm that your initial EPS growth projection seems

projection

reasonable. In this window the items on the left are used to calculate pro-
jected EPS. Projected sales growth must be set to your expected future sales
growth rate.
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Operation

= Preferred Procedure - Sales Based EPS @|

Adjust Values ‘rearly Yalues
Start Sales (Millons - $) EEREE Rv| Ra| Start Sales [Millons - §)
Sales Growth (%) 200 R Fizcal vear 2005 4351.159
Pre-tax Profit on Sales [%) 129 R Fizzal vear 2004 4106.393
Tax Rate (%) 54 R Fizcal wear 2003 3787206
Freferred Dividends Paid ,7 )

[Millons - 3) nooo R Fizzal Year 2002 3062918
Murmber of Shares [Millions) 124224 R Fizcal Year 2007 2063.555
Start EPS [$) 312 AY| RO Fiscal Year 2000 1962 542
Fizzal Year 19399 1642216
EPS Results Fizzal Year 1938 1189123
Resultant EPS Grawth [%] 0.0 Fiscal rear 1997 524533

Fiesultant EPS [$] 000 Caloulate Fizcal ear 1996 396,509

% Help | | Eance_||

Asyou select an item from the left, the right grid shows up to 10 years of his-
torical data. Review the historical data and anticipate the future trend for
each as a basis for setting your value.
Initial default value  The default value for this calculation is either the average for the item or a
and the Rbutton  value derived from previous settings. The R button resets the item value to
the default value.

For Tax Rate and Pre-tax Profit on Sales cells, the historical data for the last
5 years is displayed with a yellow background. Click on a yellow cell to ex-
clude/include the value from the average calculation.

Y ou may change avalue to test the effect of:

ITEM DESCRIPTION

Start Sales (or revenue) Starting sales figure for sales projection, select
from last year (RY) or the last cumulated 4 quar-
ters (RQ).

Sales Growth Percentage increase you anticipate

Pre-tax Inc on Sales Profitability or pre-tax profit margin

Tax Rate Tax rate percentage

Pref Dividend Paid Amount paid to preferred shareholders. Entered
in the Company Data window.

Number of Shares Common shares outstanding
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Is the sales growth
sufficient?

Is the quality of
growth acceptable?

Start EPS Starting value for EPS projection, select from last
year (RY) or the last cumulated 4 quarters (RQ).

Press the ENTER key or click the Calculate button to show the resulting fu-
ture EPS amount and EPS growth percentage. Click OK to alter the projec-
tion lines in the SSG graph.

Interpretation

How Much Growth?

A company’s sales growth is the key ingredient for successful investing.
Sales growth supports all the company activities that produce earnings
growth. Price appreciation ultimately flows from sales and earnings
growth.

A company’s past record of sales growth can be a good hint to its poten-
tial for future sales growth. If your goal is to earn a compounded return of
15% per year for your portfolio of stocks, you must ensure that there is
sufficient potential sales growth in your portfolio of companies.

Sales Growth by Company Size

Generaly, larger companies grow more slowly than smaller companies.
Check the latest yearly sales figure to determine whether a company is small,
medium, or large in size. Then make sure that your projected sales growth
seems appropriate for the size of the company.

COMPANY SIZE SALES SALES GROWTH
Small Under $400 Million Greater than 12%
Medium $400 Million to $4 Billion 7% to 12%
Large Greater than $4 Billion 5% to 7%

Is It Quality Growth?

The Stock Selection Guide Graph aso reveals the quality of growth. This
is defined as the consistency of growth from year to year. A company
with straight (or nearly straight) data lines moving in an upward fashion
shows the quality characteristic.

It is easier to project future sales and earnings for companies that have shown
steady growth over 5 to 10 years. Their track records suggest that manage-
ment has the ability to grow the same way in the future.

It is more difficult to predict the future growth of companies with jagged data
lines on the SSG Graph. Such irregular growth may be due to management’s
difficulty in controlling its business.

104

9: Stock Selection Guide Graph Stock Analyst 3



Such irregularity may also represent the past growth for a company in a cy-
clical business. A cyclical business is one in which sales may ebb and flow
according to the economic cycle. For example, oil or auto companies do not
grow at a consistently even rate but rather are somewhat affected by outside
influences beyond their control.

Other Notes

Updating

SSG Graph projections, once set, may remain unaltered until a new year of
datais available or until some other indication prompts areview. In this way,
you can compare new quarterly sales and earnings results with your projec-
tions for growth to see if the company is meeting your expectations.

As each new year of company data becomes available, update your informa-
tion. (See Chapter 4 for details.) At that time reapply your judgment in the
SSG Graph. Redraw the trend lines and project the growth based on your
new information about the company.

Non-recurring Items
When a company’s latest year’s results are due to an unusual circumstance

} ced (called a non-recurring item), you can ater the starting point for your projec-
experlen tion line in order to compensate for the event. This usually happens with
EPS. Click and drag the left side of the red projection line to the starting
value you wish to use.
Projecting a Full 5 Years
If you do your first study of a company after the 1st, 2nd, or 3rd quarter fig-
rlenced ures have been announced, your normal projection line could be for less than
expe 5 years ahead. Thisresultsin an understated projected EPS figure.
To show a full 5-year projection, you
must make the starting point equivalent
to the value of the latest cumulative 4 ﬁ
quarters of earnings. a0 65 lue of the -
) lagt 4 cuarters
To see the value of the last data point, .
i
hold the cursor over the last quarterly ‘.r
circle on the graph (note the example). X
Then click and drag the left end of the — —
red projection line upward to the same
value as this circle point. Starting from this value means that you are project-
ing for a5 full years.
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This figure shows the EPS starting point for the projection line set to $0.65
(the latest cumulative 4 quarters of earnings).

To enter an exact EPS starting figure, use the Preferred Procedure window.
Type in the EPS starting figure (or click the R for reset and select the cumu-
lative figure) and click Calculate and OK. Then adjust the slope of your pro-
jection line.

Formulas used in the SSG Graph

Growth Calculations

Computer growth calculations are based on two selectable formulas, mid-
point averaging and least squares.

Mid-Point Growth

Thisis the ‘simpler’ formula. If the 10 years of data are 1986 to 1995, data
for 1986 to 1990 is averaged and the value is placed in the middle of this
time period (1988). The values for 1991 to 1995 are also averaged and the
value is placed in the middle of the time period (1993). The slope of the
(imaginary) line drawn between these two points is the calculated growth for
the period 1986 to 1995.

For an odd number of years, Stock Analyst splits the data so that the middle
year is counted in both averaged sums.

Note that the mid-point method does not re-calculate for excluded data.

Least Squares Growth

This formula most closely approximates the inspection method for measuring
growth. This calculation uses the logarithm of the values. It is beyond the
scope of this documentation to describe the statistical method used.

Earnings Projection for the SSG Graph

The 5-Y ear EPS projection is based on the following formula:
5-Y ear EPS = Current EPS x (1+EPS Growth) °

where EPS Growth is expressed as a decimal fraction.

No EPS projection is made if the Current EPS is zero or negative. A projec-
tion for EPS must be drawn manually for this situation. The current EPS
value, unless changed, isthe last reported yearly EPS.

Preferred Procedure — (Revenue Based EPS)
Proj EPS = {(Proj Sales x PreTaxInc on Sales)x(1-TaxRate)} -Pref Div
Outstanding Shares
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Graph Scaling

The program automatically scales data so that normally, sales values are on
top, pre-tax income is in the middle, and EPS is at the bottom of the graph.
Scaling allows data to be displayed in optimal positions.

You may adjust scaling for al plotted data. Usethe |, show Header

right mouse button and click on the data to be

scaled. Click “Move Up” or “Move Down.” The 55G Graph Options
scale factor is shown in the Recent Quarterly Fig- | v Plot Pretax Income
ures box. To see the value for a data point, touch

the data point with the cursor. Use the “Reset M
Scale”’ button to restore the default scaling.

The scale factors used are multiples of 1, 2, 5, e.g.
0.1,0.2,0.5, 1.0, 2.0, 5.0, 10, 20, 50, 100, €tc.

Reset Scale

What's this?
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10: Stock Selection Guide -
Analysis

The Analysis section of the SSG looks at management skill and price
valuation. It also assesses the potential rewards (and risks) of investing in
the company at the current stock price.

Introduction

The Analysis section (or the back side) shows Parts 2 to 5 of the Stock Selec-
tion Guide Each deals with a unique aspect of the stock study and should be
completed. In the Analysis you will:

1. Evauatethe quality of management (Part 2)
2. Review historical Price-Earnings ratios (PE Ratios) (Part 3)
3. Evauate future reward and risk (Part 4), and

4. Measure the potential return of your investment (Part 5)

Data for analysis comes from the Y early Data window. Review the Formulas
section at the end of this chapter for details on calculations for Parts 2 to 5 of
the SSG.

Part 2 - Evaluating Management

Company results are directly related to management’s abilities. Part 2 re-
views two aspects of management’s historical performance: profitability
(also called %pre-tax profit on sales or pre-tax profit margin) and return on
equity (also called %ROE ). Good results in these areas can give the investor
confidence that management has the ability to perform well in the future.

Objectives

In Part 2 - Evaluating Management your objectives are:

1. To determine whether year-to-year results are consistent or
trending upward.
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Excluding a year of
‘bad’ data.

Setting Trends

Compare companies
in the same industry

2. To determine whether annual results are superior and com-
pare well to the best companies in their industry.

Operation

Your task is to observe the data and come to some conclusions about com-
pany performance.

There are occasions when an unusual occurrence may skew the data for a
particular year. The cursor will change as you move over the yellow cells.
This indicates that you can exclude values from the calculation of the aver-
age by clicking on the cell to be excluded.

Set the Trend for each of the management areas by clicking the right mouse
button and selecting User judgment. The choices are Up, Down, Even and
Varying.

2 EVALUATING MANAGEMENT AFFILIATED COMP SVCS -CLA  Jan &, 2006
1996 | 1997 | 1998 | 1999 | 2000 | 2001 | 2002 | 2003 | 2004|2005 | o ss | TREND
% Pre-tax Profit on Sales
A et on oy | 101) 104) 89| 89| 85| 107] 121 131] 139] 47| 129% UP
% Earned on Equi
B e 95| 108] 120| 135 143| 144| 12| 121| 131 1238 128% Up

Right-click on Section 2 and select “SSG Analysis Judgment” to reset the
judgment items.

Determining Consistency and Trends — Step 1

Examine the year-to-year results, watching for variations in the figures.
Make sure the trend for the past 5 years is fairly consistent or trending up. If
trending downwards or variable, it shows that management has had some
problems. For these situations, you will need to investigate the reasons for
the poor or variable results. This makes the study potentially challenging. A
beginner would be wise to consider studying a different company.

Numbers within a variation of + or — 5% from the 5-year average are consid-
ered consistent (i.e. if the average is 20% then the variation would be from
19% to 21%). In the Trend cell at the end of each data line favorable consis-
tency is shown by an ‘Even’ or ‘Up’ trend.

Industry Comparison — Step 2

Confirm that the company has high profitability and high return on equity
numbers in relation to other companies in its industry. Use the Favorite
Sites section of Stock Analyst for Internet access to this type of informa-
tion.

Vaue Line provides an industry summary page useful for comparison to the
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industry average. If you use the S& P Stock Data Service and have the Stock
Prospector software, you can screen for and report on industry averages.

High and consistent (or increasing) numbers for profitability and % return on
equity indicate management is doing a good job of controlling costs and us-
ing shareholders' investment to produce a profit.

Interpretation

Profitability

%Pre-tax Profit on Sales (also called Pre-tax Profit Margin) measures how
well management converts sales dollars into profits, after paying al the ex-
penses of making and selling the products or services. Look for profitability
of 12% to 15% or better. High margins help a company cope more success-
fully with competitive pressures and allow pursuit of more business opportu-
nities.

Profitability numbers depend upon the type of business the company is run-
ning. The grocery business typically has low profit margins. That is why you
should compare profitability figures among companies in the same business
or industry or compare to an industry average. A company with high num-
bers within the industry is likely a leader in its field. Investing in leaders is
usually agood practice.

Return on Equity (ROE)

% ROE measures the amount of money (the return) made by the company in
relation to the amount invested (the equity). Equity includes money share-
holders have invested by buying shares, plus profits reinvested by the com-
pany over time. Higher %ROE numbers usually indicate superior manage-
ment. However, balance sheet leverage (debt) and buyback of stock can skew
these numbers.

Numbers of 10% to 12% or higher are good results for % ROE. These figures
will also vary according to industry, although not as much as for profitability.

Summary of Part 2 - Evaluating Management

High and consistent humbers in Part 2 of the Stock Selection Guide tend to
identify quality companies that are industry leaders. Industry leaders usually
have advantages over their competitors, making them less vulnerable to eco-
nomical and political risk.

Even and up trends are positive indicators and are also signs of well-
managed companies.
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Part 3 - Price-Earnings History

Part 3 of the Stock Selection Guide helps you to determine if a company is
reasonably valued at the current stock price. The measurement of the stock’s
valueisthe Price-Earnings ratio. Current PE is calculated as:

current stock price = Current PE
sum of latest 4 quarters EPS

Think of the Price-Earnings ratio as the price investors are willing to pay for
$1 of a company’s earnings. In the example below, investors are willing to
pay $20 for each $1.00 of earnings.
$24.00 = 20 (PE)
$1.20

Historical PE ratios could vary dueto:

1. Changesinthe company’s business
2. Competition
3. Political and economical trends

4. Investors confidence (thus we have “bull” and “bear” mar-
kets)

The first two items are important because they affect the future growth of the
company. The last two items also affect the stock price but are not necessar-
ily due to the successful growth of the company. Such situations may tend to
skew the company’ s historical and current PE valuations.

In Part 3 the company’s current PE ratio is compared to its historical average
PE. If the current PE is lower than the average PE, then the stock is consid-
ered reasonably valued.

Data used for Part 3 calculationsis recorded in the Y early Data window.

Objectives

1. Examine the various columns of data, looking for numbers
that seem unusual from the norm.

2. Look for atrend in the numbers. High and low prices, EPS,
and dividends if any (A, B, C, F) should be increasing. High
and low PE ratios, and payout ratios (D, E, G, and H) should
be fairly constant.

3. Compare the current PE to the historical PE ratios to dis-
cover whether it is currently at the upper, lower, or middle of
its historical range. This shows whether the stock is a good
value currently.
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Projected valuation
an optional extra

Operation

Part 3 operation mainly involves examining data. Data in any of the yellow
cells may be excluded from the average calculation by clicking on the cell.
(For details see the next section, Looking for Unusual Figures.)

You may aso decide to use an average figure more representative of histori-
cal norms. Click on the cell with the right mouse button, select SSG Analysis
Judgment, and enter the value from the keyboard.

Looking for Unusual Figures — Step 1

Look at the columns of data for numbers that seem abnormally high or low.
A number may properly be excluded if:

1. A vaue varies by more than 50% from the average, and

2. You are satisfied that whatever happened to cause the prob-
lem has been corrected by the company and is not likely to

re-occur.
3 PRICE-EARNINGS HISTORY as an indicator of the future
Thiz shows how stock prices have fluctuated with earnings and dividends. Itz & building block for franslating earnings into
future stock prices
Current Price: $61.40 52 Wk High: $6220 52 Wk Low: $4581  Dividend: $0.00
A B c ul E F 3 H
Year PRIGE EBFP”;';QS Price Earnings Rafio D‘Vp‘fé‘?”d % Bayout | % Hi Yield
HIGH Loy Share HIGH (= C) | LOW (B=C) Share F=CXA00 | F=BX A0
1 2001 $38.84 $16.31 $123 316 13.3 $0.00 0.0% 0.0%
2| 2002 $67.05 $35.10 $173 321 19.7 $000 00% 0.0%
3| 2003 $56.56 $32.70 $2.21 266 148 $0.00 0.0% 0.0%
41 2004 $67.96 $4210 $265 219 169 $0.00 00% 0.0%
5| 2005 36123 $45 81 $312 196 47 $0.00 00% 0 0%
G [ TOTAL $72m 1111 B3.7 00%
7 AMG $34.40 278 159 00%
2 | AVERAGE PE 09219 [a [ CURRENT PE 198

High, wide ranging, or rising PE Ratios can pose a judgment problem for be-
ginners.

Note the Projected Values line that can be optionally set.

Looking for Trends — Step 2

Y ou should expect prices and EPS to increase over time. These are the same
items plotted on the SSG Graph.

More importantly, you should note if the PE columns D and E show any
trends up, down, or if PE ratios keep within arange. PE Ratios that vary pre-
sent challenges for analysis. They will likely reflect the variable conditions
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Dividend payout

Historical charac-
teristic PE

that you may have observed on the Graph.

PE Ratios that are greater than 50% of the average make assessment more
difficult and involve greater risk. Numbers that vary much more than this
should be flags indicating volatility and/or questionable management. Cir-
cumstances for these numbers should be investigated.

For companies paying dividends, look for steadily rising figures. Also, look
at the dividend payout to make sure that it is not excessive. 60% or higher
is excessive.

Determining Value — Step 3

Most companies evolve slowly. Over a period of 5 years or more the high
PE to low PE spread for a company remains fairly constant. Differencesin
PE are most likely due to investor perception rather than any meaningful
change in the company (i.e. unusua EPS results). Therefore, the historical
average PE becomes the basis of comparison for value. The average high
and average low PE Ratios are characteristic of the company’s valuation
range.

Interpretation

Share price is affected by company performance as well as economic factors
and investor sentiment. The last two items tend to move Price-Earnings ratios
up and down within a normal characteristic PE range for the company. L ook-
ing at historical PE Ratios helps to formulate this characteristic range.

The long-term investor should be prepared for long periods of pessimism in
the market. In pessimistic periods, PE ratios tend to decline, even as a com-
pany continues to grow.

The 1965-1983 years were such a period of low PE Ratios. As a company
announced a year of 15-20% growth, the market would drop the PE 2 to 5
points. This was a discouraging period, but a time for the accumulation of
tremendous values.

The present time is just the opposite but there could be a possibility that
many PE ratios of 50-60 may be substantially reduced, even aslow as 5 and
6.
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What constitutes

value

PE expansion

exp

orienced

PE

The average PE in cell 8 of Part 3 represents the historical valuation for the
stock. Compare this with the current PE in cell 9. A current PE which is
less than the historical average is deemed to be ‘under valued’ and ‘on
sae'.

Earlier you learned that price goes up when earnings grow. Share price aso
can increase due to the effects of PE.

When you buy a stock with a current PE ratio below the average PE, you
have the opportunity to benefit from PE expansion. If the company contin-
ues to increase sales and earnings and attracts investors' attention, then the
PE ratio is likely to move upward, bringing the stock price higher.

Projected PE

The experienced investor may make a second value assessment based on a
projected PE calculation. A projected PE is used because the market nor-
mally prices a stock in anticipation of its earnings performance.

For a projected PE, the EPS is usually estimated 4 quarters ahead. Look at
the Projected Values line at the bottom of Part 3 for this information.

To display the Projected Values line, right-click on Part 3 and select Part 3
Extras.. Alternatively, select Part 3 Extras from the Tools | Preferences | SSG
Analysis tab.

3 EPS Choices for Projected Values Calculation

Your choice of EPS estimate depends on what data you have available and
how confident you are of the data. Right-click on the EPS value within the
Projected Values line. Select your EPS choice from the Projected PE Calcu-
lationsitem.

Last 4 quarters EPS uses estimated data you entered in the Quarterly Data
window beyond the latest quarter (above the yellow line).

ACE Forecasted EPS uses the Analysts Consensus Estimate figure entered
in the Company Data window (or automatically from a Datéfile) for the cur-
rent year’s expected EPS.

EPS Growth uses your EPS

0y

projection from the SSG 219 169 $0.00 O'Uf

Graph. (1 year forward) 56 tnaa 3000 D.0%

1111 627 00%

For choices 2 and 3 above, you 278 159 0.0%
may set the number of esti-  [9] CURRENT PE 196  EPS=§313 RY-
mmed quarters to Cal Cu' ae a |lues vra;t 4Iqﬁl‘.|anrter’s_ai‘g o F'rn:n:ted -aln:l-atin:nus ’_G Ratic

proj ected PE. Right-click ON i ACEForecasted EPS bihats This?
T | EPS Growth {Graph)

the EPS Val ue Wlthln the Pro' WE B, LTS e mrade of howr high and how | the st
jected Values line. Select the ngrisk and reward.

114

10: Stock Selection Guide - Analysis

Stock An:



Be awar e of negative

trends

Dividend payout

warr

ratios

number of quarters from the PE Lead Period item.

For most companies a possible lead period would be between 2 and 4 quar-
ters. Generally the faster the company grows the longer the projected period.
This makes the estimate less certain and increases risk.

Trends

Be wary of an unusually low current PE. Note where the current price sits
in relation to the 52 week high and low prices (top line of Part 3).

A current price substantially lower than the 52 week high should be looked at
suspicioudly. It may suggest that the company can be bought at a bargain.
However, it could also suggest potential problems. Review the management
performance in Part 2 and the latest quarterly results to learn more about the
company.

Y ou may want to refer to VL or S& P reports for their analysts’ comments.

Payout Ratio

Note the consistency of growth for dividends and expect it to match EPS
growth. If it does not, you will see this reflected in the payout results. (Divi-
dends are paid from earnings. If earnings go down, the percentage of earn-
ings paid out as dividends will rise.)

A growth company should use earnings to finance future growth. A payout
much above 15%-20% would likely affect the company’s growth.

Be concerned about the dividend if the payout ratio is greater than 60%. A
high payout could make the investment vulnerable to a dividend cut. If the
company experiences a bad year with lower earnings, it may be unable to
support its dividend and may decide to lower the dividend paid. The investor
will lose in two ways: from the dividend cut and from the lower share price
which will result.

Be aware that some industries, i.e. utilities, regularly pay a high dividend due
to the basic structure of their businesses.

Part 4 - Evaluating Risk and Reward

Figures developed in Parts 1 and 3 of the Stock Selection Guide are used in
Part 4 to set buy, hold, and sell zones. Therisk of buying the stock at the cur-
rent price should be reasonable in comparison to the possible reward.
Objectives

1. Develop ahigh price that the company may reach within the
next five years.

2. Choose an estimate for the lowest price to which the com-

Stock Analyst 3

10: Stock Selection Guide - Analysis 115



Value and EPS
growth

Assess the future po-
tential of the com-

pany

pany may fall during the next five years.

3. Note where the current price sits within the price zones and
note the upside/downside ratio.

4. From the current price, note the potentia price appreciation
over the next 5 years.

Operation
Review the figures being used to calculate the high and low prices.

Yellow cells can be atered. Do this if the calculated numbers don't reflect
your expectations for the company’s future. Click on an item to ater avalue
or right-click and choose “ SSG Analysis Judgment” from the menu items.

Developing a Potential High Price — Step 1

Part 4A develops the highest price possible within the next 5 years. This is
the product of the average high PE and the estimated high EPS (from the
SSG Graph).

4 EVALUATING RISK and REWARD over the next S vears

Aszuming one recession and one business boom every 5years, calculations are made of how high and how low the stock
mightzell. The upside-downside ratio iz the key to evaluating risk and reward.

A HIGHFRICE - NEXT S YEARS $180.00
Ay, High PE 261 ¥ Esl High EPS $7.76 =ForecastHi Pr 2 sd
15 (307 as ad) e
B LOW PRICE - NEXT 5 YEARS
&) Awg Low PE (587 as ) 15.9 X Est Low EPS $312 = $49.66
{b) Avg Low Price of Lastd Years = $34.40 ren
{c] Recant Severs WMarket Low Price = $32.70
{d) Price Dividend \Will Support = Present Divd. = $0.00 Estimated Lo Pr $4966
C ZONINGE High Yield 1 [4BT)
$180.00 High Frest Price - $4966 Low Frest Price = $13034 Rangex 14 = 3259
A1) (4B1) () (4CD)
1402l Buy Zone =181 §4966 o $32.24

e Hold Zone = §8224 o $147.41
wey Sell Zone = $147.41 o $180.00 )

Present Market Price of F61.40 izinthe BLY zone Selected Zoning = 256025
14C5)

Determine if the average high PE is reasonable by comparing it to the ex-
pected EPS growth rate. An average high PE more than 1.5 times the ex-
pected EPS growth rate could be considered excessive in most instances.

Confirm that you still agree with your estimated high EPS. This future 5-
year EPS was developed in the SSG Graph as you made judgments about
the future sales and earnings for the company and drew your EPS projec-
tion line.

Finally, look at the 5-year ranges for both high and low prices. See whether
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Applying judgment

The importance of
the Estimated Low
Price

eXPG’ienoed

Low Price Choices

prices have increased. Look at the current price and determine where it fitsin
the most recent 52-week period. Then consider the growth necessary for the
current price to reach the forecast high price. (For example, will it need to
double or triple?)
If you are not comfortable with your forecast high price after these consid-
erations, click on the yellow cell to ater the value. Applying judgment is a
very important element of doing stock study. It is usually better to use a
conservative high price and have a pleasant surprise, than to be aggressive
and have a negative one.

Estimating the Low Price — Step 2

Choosing a low price is very important for developing the zoning price
ranges and for calculating your risk when buying at the current stock price.
The low price should be the lowest price to which the company could drop,
in the worst case scenario. Obvioudly, it must be lower than the current
price.

The low price makes the most impact on the size of the upside/downside
ratio.

In Part 4B several possible low prices are available.

Review Part 4Bato decide whether you would like to revise figures for any
of the yellow cells. The low EPS defaults to the EPS for the last fiscal year
in cell 5C. This assumes that this growth company will not earn less during
the next 5 years than it did last year.

Cell 9 displays EPS based on the last 4 quarters (if you have selected to
show Part 3 Extras by clicking the menu line: Options | Preferences | SSG
Analysis). Using this EPS for the calculation of alow priceis slightly more
aggressive than using the last fiscal year EPS from Cell 5C.

Other choices for forecast low price available from the pop-up window are:

1. 4Bb: Average low price of last 5 Years. This may be used
for cyclical companies, such as auto manufacturers.

2. 4Bc: Recent severe market low. This may be used when the
overall market has dropped in the last 2 years.

3. 4Bd: Price dividend will support. This is used for larger
companies paying a dividend that contributes significantly
to the total return in Part 5C of the SSG. This price is low
enough to produce a high dividend yield that competes with
other income investment vehicles for investors money.

4. Estimated low price. You may also type in your own exact
figurefor thislow.

Unreasonable upside/downside ratios (10 or more) most often result from un-
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What is the goal?

Default zoning —
33/33/33

experienced

Waf“mg

reasonable low price estimates. Make sure that the lowest price to which the
stock may fall is not too close to the current price.

Zoning and the Upside/Downside Ratio - Step 3

Part 4C of the Stock Selection Guide subdivides the range between your
estimated high and low prices. These are labeled buy, hold, and sell zones.

The upside/downside ratio compares the potential upward price movement
from the current price (your gain or reward) to the potentia downward
price movement (your loss or risk). It is recommended that you look for a
minimum ratio of three-to-one, so that the potential gain is 3 times greater
than the risk.

The default setting for zoning divides the range into equal segments by
thirds (33/33/33). When the current stock priceis at the top of the buy zone,
it will have an upside/downside ratio of 2 to 1. In this price position you
have one third to lose and two thirdsto gain.

The current price should be low within the buy zone for a3 to 1 U/D ratio.
See the When to Sell section of this manual regarding what to do when the
priceisin the sell zone.

Experienced users may choose from two zoning selections: 33/33/33 or
25/50/25. (This is done from the menu item Options/Preferences/SSG
Analysis. See the Formulas section at the end of this chapter.)

The 25/50/25 zoning provides a narrower buy zone and an upside/downside
ratio of 3 or better if the current price is anywhere within the buy zone. A
negative point, however, is that it creates a higher sell zone, delaying the
point at which you should update and re-assess your analysis of the com-
pany.

If you should get strange results for the upside/downside ratio, check where
your current price lies. If your current price is lower than your lowest price
or is higher than your highest price, then the resulting U/D ratio will not be
meaningful. The upside/downside ratio will show as N/A (not applicable).

Noting Potential Price Appreciation - Step 4

Part 4E shows the potential for price growth from the current price, using a
simple growth calculation. Such growth may be possible if the company can
grow sales, earnings, and price as projected in the Stock Selection Guide.

It is suggested that you seek a minimum goal of 100% (or the equivaent of
15% annual compounding) price appreciation over 5 years. This is growth
from the current price to the high price forecasted in Part 4A.

Growing sales and earnings at 15% should result in doubling your share price
within 5 years. If you can buy the stock when the current PE is at or below
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the average PE, there is a possibility that your return will be even better.

Summary for SSG Part 4 - Risk and Reward

It is important to buy a stock at a good price for the best price appreciation
opportunity and to minimize the chance of loss. You may find it difficult to
find high-quality growth companies with favorable upside/downside ratios.
Be patient. If you really like a company, keep it in your database and follow
its sales and earnings progress. You will likely find a point in time when the
price declines for awhile and you can buy at your desired price level.

Part 5 - Five Year Potential

It is unlikely that every company you purchase will be able to sustain 15%
growth. Large companies, while often quality, stable investments, grow more
dlowly than small companies and are less likely to grow at 15%. These large
companies should be balanced in your portfolio with faster growing mid-
sized and smaller companies, so that overall your portfolio will grow at the
15% rate.

Objective

Part 5 measures the company’ s potential return should you buy at the current
price and the company performs the way you expect. A potential annual total
return of 15% (compounded) over the next five years should be the minimum
expectation.

Operation

Data for this section is derived from Parts 3 and 4 of the Stock Selection
Guide. Formulas are described in the Formulas section at the end of this
chapter.

Interpretation

The Estimated Potential Total Return depends upon your application of
judgment. Y ou became informed about the company’s past successes and fu-
ture potential. Y ou then made judgments leading to the potential total return
on the investment.

1. You estimated the future sales and earnings growth rate.

2. You estimated the EPS 5 yearsin the future.

3. You estimated a potentially highest price within 5 years.

4. You estimated a potentially lowest price.

As a result of your judgments, the potential total return on investment in-
cludes two parts:
1. The potential price appreciation (as calculated in Part 4E).
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2. Theaverage annual yield from the dividend payment.

Y our total return figure should be considered in the context of the company’s
growth. Consider the projected growth rate for sales or earnings as a bench-
mark. Total return generally should be in line with the company’ s growth.

The company’s expected growth rate may be lower than the total return if
you buy the stock at a discounted price. If you buy when the current PE ratio
is below the average PE, you may benefit from PE expansion. This means
that if the company grows its earnings as you expect, the PE ratio is likely to
increase to its average or its average high PE. In this way you benefit from
both EPS growth and PE expansion.

Formulas Used in the SSG Analysis

Part 2 — Evaluating Management

Computer calculated trends are based on the latest 2 years of data as com-
pared to the 5-year average. Data variations greater than 5% will trigger the
trend setting: up, down, even, or varying.

Part 3 - Price/Earnings History

Simple Average

Thisisthe normal calculation method. Divide the sum of the appropriate col-
umn by the number of entries in that column. Missing or negative data is not
included in the calculation.

Part 4 - Evaluating Risk and Reward

Part 4C) Zoning Options

There are two selections for zoning. One choice is 25-50-25. The other is 33-
33-33. This establishes 3 ranges between the projected Low Price and pro-
jected High Price.

For 33-33-33 zoning:
ZoneRange 33 =High Price- Low Price
3

For 25-50-25 zoning:
perience ZoneRange  25=High Price - Low Price
4
Buy Below Price = Low Price + Zone Range
Sell Above Price = High Price - Zone Range

ex
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Upside/Downside Ratio = High Price - Current Price
Current Price - Low Price

It is recommended that you use 25-50-25 zoning, since it will ensure that a
stock with a current price that is in the Buy zone will always have an up-
side/downside ratio of better than 3:1.

Part 4E Price Target

The calculation for simple price appreciation potential is:

Potential High Price - Current Price = Difference

Difference/ Current Price = Result as adecimal x 100 = %Simple Growth

Part 5 5-Year Potential
A) Compounded Price Appreciation = (High Price/ Current Price)® - 1

B) Compounded Annual Dividend Yield = EPS x Average Payout
Current Price

where EPS = Estimated High EPS
(1 + EPS Growth)*®

C) Potential Total Annual Return = Price Appreciation + Average Annua
Yield.
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11: Stock Comparison Guide

Thisform helps you to compare several companiesin order to find the best.

Introduction

When looking for companies to buy, it isimportant to compare several in or-
der to find the best. Comparisons are most meaningful when they are made
among companies in the same industry. The Stock Comparison Guide helps
you review important differences quickly and easily. All of the datais based
on your Stock Selection Guide study and therefore is only as good as your
analysis.

Companies are compared under four main criteria: growth, management,
price, and other. The Stock Comparison Guide arranges data into tables for
easy comparison of their relative performance.

Objectives

The objectives for the Stock Comparison Guide are:
§ Toselect upto 5 companiesin order to find the best for purchase.

8 To review the computer calculated selections of the best company
for each criteriaitem.

8 To agree or disagree with the computer selections by applying judg-
ment based on knowledge of the company.

8 To decide which company is best.

Assessing the SCG
As with other studies, you must make judgments in the Comparison Guide.

The computer analyzes each row of data and highlights the cell containing
the best result. The number of highlighted cells is totaled for each company
and displayed at the top of each column near the company name.

Examine the computer’s highlighted cells. Alter the highlighting by clicking
on one or more cells. For example, if two companies have similar growths,
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i.e. 17.3% and 17.8%, you may wish to highlight both as you may consider
them equal. Add or remove the highlighting by clicking on the cell.

Use the scroll bar to display all the data.

After you have applied judgment to the Stock Comparison Guide, note the
revised score for the number of highlighted cells per company, displayed
across the top row.

SCG Report SCG Graph
S'fO('k Prepared by ICIub User =
Y . Diate 24 Sep 2003
Comparison
—~__* B
Guide NAME OF COMPANY
GROVTH COMPARISONS DOLLAR FAMILY KOHLS TARGET | WAL-MART
{From Section 1 of the NAIC S56) GEMERAL DOLLAR (zample) (Sample) (Sample)
4 2 5 8 1
[1) Historical % of Sales Growdh 2007 144 24.7 95 18.3
[2) Projected % of Sales Growth 200 14.4 200 95 16.3
3 Histeical % of EPS Growth 18.5 17.4 303 217 16.0
{4 Projected % of EPS Growth 185 174 200 200 16.0
MANAGEMENT COMPARISONS
(From Section 2 of the NAIC S5G)
) % Proftt Margin Before Taxes [2A)
{Average for last 5 years) Trend 4 80 29 o7 52
{6} % Earned on Equity 28)
{Average for last 5 years) Trend 223 197 7o 169 208
[7) % of Comman Owned by lManagement
PRICE COMPARISONS
(See Sections 3-5 of the NAIC S5G)
‘ {8) Esfimated Total EPS For Nexd & Years £.42 1038 16.70 16.16 14 44
I TR 1 1 I 1 1 7|

Interpretation

What to Look For

Your choice from the Stock Comparison Guide should be the company that
meets your particular investing objective. For example, are you looking for a
quickly growing company? Are you willing to take a little more risk because
you have along time horizon? Or, would you like a growth company that isa
little less risky, with a steady growth pattern at a slightly slower pace of
growth? Over time, your overall investment objective should be to achieve a
diverse but balanced portfolio of companies.
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Items relating to growth

Items relating to man-
agement’s abilities

Items relating to value

Growth Comparisons
Here you are comparing both the historical and the projected growth rates
for sales and earnings. Higher growth is normally better, unless you are
looking for alarger, more stable company to balance your portfolio.

Historical growth may indicate the potential for future growth. As sales
growth supports earnings growth, note if the two are similar and be aware of
realistic projections for earnings growth. EPS cannot grow faster than sales
for very long.

Management Comparisons

Here you measure the quality of management, which is crucial to the suc-
cess of the company. The numbers given are 5-year averages.

Percent Profit Margin before Taxes reflects how successfully the man-
agement has developed and/or sold product, controlled costs, positioned the
company in its industry, etc. in order to generate a profit before taxes. A
higher number is superior.

These margins will vary among industries. In the food business, margins may
be 4 to 5%. In the drug industry, margins may be 30% or higher. A small
percentage difference in margin may be a big advantage within a particular
industry.

Per cent Earned on Equity (ROE) shows how well management is using the
money invested by shareholders to build the business and produce a profit.
Again, the characteristic ROE level will vary among industries. A higher
number is better.

Per cent of Common Stock Owned by M anagement measures the stake ex-
ecutives and board members (known as insiders) have in common shares as a
percent of the total shares. It is suggested that by owning such shares, these
people have an extra incentive to make the company profitable. Holdings
may range from about 1% (at a very large company) to 60% or more (at a
family business) for example.

Price Comparisons

Theitemsin this section mainly relate to assessment of value. The datawas
developed in the SSG Analysis. Not al line items need be highlighted in
the SCG. Some merely provide historical context for current values for
price and Price-Earnings (PE) ratios.

Estimated Total EPS 5 Years

On the SSG Graph you have projected the company’s earnings five years
into the future. If the earnings for each of those 5 years were added together,
they would total the number given in thefirst line of this section.

The ideal goal is to purchase a company when its share price is no higher
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than its 5-year total earnings number. This price is often very difficult to find,
especially for companies with high PE. Try to purchase at a price as close as
possibleto thisideal.

Price Range over Last 5 Years (High/Low)

Note how large the price range is. Has the stock doubled in value over 5
years? If so, it may be able to do this again. Or, has the price gone up so rap-
idly that the current PE ratio is already discounting future growth?

It is useful to note where the present price stands in relation to history in or-
der to assess its current valuation. Is the price currently somewhat low? What
has caused this? Is the company having a problem or is there an opportunity
here for aturnaround from a depressed price?

Price Earnings Ratio Range over Last 5 Years

In this section the figures are informational, providing a reference for the
companies valuations.

PE ratios change as stock prices and earnings change. Note wide differences
between the highest and lowest PE ratios. They may signal volatile earnings
and or large price changes.

Look for value - therefore, low PE ratios. This means that a company has
room for its current PE to expand to a former high PE, thus providing appre-
ciation of its value. However, be aware of unreasonably low PE ratios as they
may signal forthcoming problems.

High quality companies may carry PE ratios in a higher than normal range
for the industry. This is because investors are willing to pay a higher valua-
tion for the consistency of the company’s earnings. Normally stocks selling
at high PE Ratios are volatile and may fall rapidly in price if their earnings
fail to meet expectations by investors/speculators.

Estimated Price Zones/Present Price Range

This information is developed through your judgment in the SSG Analysis.
Hereit is preferable to see the present price within the Buy zone.

Upside/Downside Ratio

This is your potential reward/risk ratio. Ideally look for a ratio of 3to 1 or
more. Beware extreme numbers (10 and up, for example) as they indicate
guestionable judgments about low pricing have been made in your SSG
Analyses.

Current Yield

If the company pays a dividend, yield is the percentage dividend paid com-
pared to the current price. The highest number is best. Some fast-growing
companies do not pay adividend.

However, growth companies don’t normally have high dividend yields. This
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Items for growth, value,
quality and safety

is not a negative as the retained earnings can be used to help grow the com-
pany. Therefore a high or low yield is best, depending on your investing ob-
jectives - income or growth.

Combined Estimated Yield (called Average Annual Total Return in SSG)

This combines the potentia dividend yield with price growth over 5 years for
a projected compounded return on investment. 15% or better is a goal, but
larger companies are less likely to achieve this. For your total portfolio of
stocks, by combining companies of various sizes growing at various rates, a
goal of average 15% return is reasonable.

Other Comparisons
This section contains characteristics related to growth, quality, value, and
safety. Most of these cells need not be highlighted as judgment items. They
are informational.

Number of Common Shares Outstanding

Larger companies will have a larger float of shares available trading on the
stock exchange. This makes it easy to buy or sell a company and results in
the stock price being less volatile. Larger companies are considered less
risky.

Potential Dilution from Debentures, Warrants, and Options

These are types of securities that give holders the opportunity to buy com-
mon shares for a specific price during a specific time period. When they are
redeemed or converted, they create more shares outstanding. This dilutes the
value of the shareholders’' equity and reduces the earnings per share because
the earnings are divided among a greater number of shares.

If you use diluted EPS in your study then the concern for potentia dilution is
minimized.
Percent Payout

This is the percentage of the company’s earnings per share paid out in divi-
dends to shareholders. Fast growing companies often do not pay dividends or
pay a small amount. In this line, your choice of Best depends upon whether
you want growth or dividend income in your company of choice. A high
payout percentage may indicate that management has no ideas about how to
grow the company using reinvested earnings.

Date of Source Material

This is for reference only. This ensures that you are using the most current
Stock Selection Guide possible for each company.

Where Traded
This indicates the stock exchange for each company. Each exchange sets its
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own reguirements for membership. The New York Stock Exchange has the
most stringent requirements. Thus, this line item may be a slight indicator of
risk. However, if you are choosing companies scoring highly on the SSG,
Where Traded should not be important.

Optional Comparisons

Lines 27 and 28 are optional items from comparison. Y ou can choose from a
preset list of comparison items or you can set you own. The preset items are:

Debt to Capital

This item is also shown in the Capitalization box of the Stock Selection
Guide.

Growth for the last quarter for EPS and sales

These two items are displayed in the Recent Quarterly Figures box of the
Stock Selection Guide.

% Institutional Holdings

This item is also shown in the Capitalization box of the Stock Selection
Guide.

PE to Projected EPS growth

This ratio compares the current PE to your projection of earnings. A value
below 1.0 would suggest good value.

User Comparison Item

Y ou may define your own comparison item for lines 27 and 28. Use the right
mouse button on these two lines and select define or left click on each line
and the choices will appear in sequence.

OTHER COMPARISONS
{24} Number of Common Shares Outstanding 3347 M 1719M 3393 M 108 M 43799 M
{26) Potential Dllut_lon fram Debentures, 01 19 95 04 15
Warrants, Oplions
{26) Percent Payout (3G7)
27) —
Edit Details
(28) Show Judgment
{29) Date of Sol E;::re;'?l [J’:;:mant 9/23/2003 | 9232003 | 9232003 | 9232003 | 92312003
{30} Where Trag L hIvOE MY SE MNYSE MWYSE MYSE
L SR w Debt to Capital (%)
ClEar Selection Held by Institutions (%)
Define PE to {Projected) EPS Growth
e Last (3 Growth Sales/EPS ()

Comparison Guide Formulas

The Stock Comparison Guide reports values as calculated in the Stock Selec-
tion Guide analyses and adds other calculated ratios.
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A Large Company

A Small Company

The 5-year future total earnings (Est Tot EPS 5 Yrs) calculates the sum (for
5 years) of the EPS for the SSG Graph EPS projection line you have drawn.

PE to EPS Growth isaratio giving a value figure for the stock. It compares
the current PE ratio to the rate of projected EPS growth. A ratio of 1 indi-
cates afairly-valued stock. A value of 0.5 would be a very positive indicator
whereas a value of 1.5 would indicate an overpriced situation, if everything
were “usual” (which it seldomiis).

Price/Revenuesratio is based on the following formula:

Price/Revenues = Current  Price. x  Number of Shares
Last Full Year's Revenues

The sales dollar figure provides a more consistent measurement than market
capitalization because it cannot be inflated by market mania (This is when
the market becomes infatuated with a particular stock or industry and drives
up the price.) To achieve diversification for your portfolio by company size,
look for three categories:

Large —sales over $4 Billion
Small — sales under $400 Million

M edium — sales between $4 Billion and $400 Million

Your level of risk changes according to the size of company. A large com-
pany can be the most conservative investment. It usually has along track
record that you can assess, the management may be experienced, the com-
pany isin aslower but steady growth phase, and it paysadividend. Such a
company may tend to have a more stable stock price, because the market
seesit as a safe haven. The downside is that the sales and earnings growth
rates are likely to be less than 10%.

A small company isthe riskiest category. It often has management that is
less experienced or consists of a small number of leaders, it may be selling
aproduct that is new to the marketplace, it isin the rapid growth phase of
its life (requiring lots of cash), and it pays no dividend. A small company
tends to have a more volatile stock price because the market deemsit arisk-
ier investment and tends to buy and sell more frequently. The upsideis that
sales and earnings growth rates are likely to be 15% or much more if the
company is successful.
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12: Challenge Tree

This form helps you to compare two companiesin order to find the best.

Overview

The long-term investing philosophy used in Stock Analyst suggests carefully
studying a company before buying and then only selling when a material
change occurs in the company. However, the Challenge Tree provides a sys-
tematic way to challenge an existing holding in your portfolio with another
company of greater potential. The Challenge Tree emphasizes the future po-
tential of the companies, stresses good management, and guides you to buy at
agood price for price appreciation. Using judgment is crucial, so it isimpor-
tant to understand the companies well.

Becoming Informed

Before using the Challenge Tree, the company in your portfolio should be
updated with the latest information. Y ou should have done a recent SSG, and
have PMG and PERT windows detailing the history of the company since
you purchased it. The challenger stock should be researched as thoroughly as
possible, using the techniques in Stock Analyst, in order to make informed
comparisons to the stock in your portfolio.

There are a number of fundamentals to examine for each company.

1. Check the SSG graph to see whether the quarterly revenues and EPS are
on track with your projection lines. Note the percentage quarterly growth
over the same quarter ayear ago. (Use the Recent Quarterly Figures button to
see thiswindow.)

2. Next, you should view the PERT window to examine the quarterly results
for EPS, revenues, and pre-tax income. Note whether the growth has slowed.

3. Check the yearly management numbers and trends in the SSG analysis.
Read the latest company report. Decide whether this information in conjunc-
tion with the PERT numbers show that management has done a good job of
growing the company and maintaining profit margins. Do you expect their
strategy to reward investors?
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4. Check the valuation of the company. Is it overvalued, with an up-
side/downside ratio of less than 1 to 1 and a current price to earnings (P/E)
ratio (based on EPS 12 months ahead) higher than the 5-year average P/E ra-
tio? If so, you may wish to challenge the company with another of better
quality and value. Look for a company with the upside/downside ratio 3to 1
or greater and the current P/E ratio equal to or less than the 5-year average
P/E ratio.

After preparing yourself by reviewing this information, you are ready to
complete the Challenge Tree comparative form. Stock Analyst will fill in the
numbers for you from your database. The remainder of the form requires
your input of ratings, based on your knowledge of the two companies.

*'|Challenge Tree - HDI vs. SBUX =13
semazm, | Challenge Tree "0 (Gl ser r
-y . Date 06 Jan 2006
Comparative
Form® NAME OF COMPANY
HARLEY-DAVIDZ0N NG STARBLICKS CORP

Current Price 5160 3161

Estimated 5 Year High 23462 76.60

Estimated & Year Low 60.23 13.44

Gainto & Year High 353 96% 142 83%

Loss to 5 Year Low -16.83% 41.66%

5 Year Upside-Downside Ratio -21.03 343 —
Lower Price Range 6028 - 11827 18.44 - 37 88

Middle Price Range [ 11827 - 176.26 37.88-57.32

Upper Price Range 176.26 - 234 24 57.32-76.76

S &P Quality Rating A+ B+

‘Walue Line Timeliness Rating

6 to 18 Months Upside Action

Earnings Advancing

Business Cycle Upswing

Industry Outlook

Upside-Downside Ouflook

Growth Stock Potential =

Making Decisions

The challenger stock must be of equal or higher quality and have greater po-
tential for gain. Look at the financial ratings. Check the management judg-
ments you made. Search for sound reasons for the stock to make a substantial
price move within the next 6 to 18 month period. Look for a company in the
lowest third of its 5-year price range with the potential to grow through price
appreciation in 5 years to twice its current price. An upside/downside ratio of
3 to 1 is a benchmark from which to start. Check the % gain to the 5-year
high price and the loss to the 5-year low.
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Do not continue to hold lesser quality stocks, especialy in a bull market.
When the eventual downturn in the market comes, financially strong and
growing companies will best cope with the situation.

Also remember that just because a company has reached its goal of doubling
in price, it is not necessarily time to sell. It is time to re-evaluate the com-
pany, using all the information available, in order to make an informed deci-
sion about prospects for the next few years. If you sell al your winners, you
will only be left with losers!

Cost of Switching

If you are replacing an existing holding, you may want to assess possible fi-
nancial consequences of doing so. Right click on the form and select “Cost of
Switching or use the Cost of Switching window (accessed through Portfo-
lios) to determine the benefit.
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13: Portfolio Management
Guide

Sock price changes constantly. Monitoring stock price helps you keep vigi-
lant of potential company trends and potential undervalued or overvalued
situations.

Introduction

The goal of the Portfolio Management Guide (PMG) is.
8 torecord (typically once a month) the company’s share price.
§ to determine current value.
8 todetermineif buying opportunities exist.

Value is determined in Part 3 of the SSG by calculating and assessing his-
torical Price-Earnings ratios (PE Ratios). The historical average PE, as may
be modified in Part 4 of the SSG, becomes the basis for value comparison in
the PMG.

PMG Data

The data entry for the Portfolio Management Guide (PMG) is minimal. Basi-
cally, quarterly EPS and monthly prices are all you need. From this basic
data cal culations are made and reported and graphed in the PMG.

Other datafor Parts 1 and 2 is derived from a completed SSG.

Part 1 and 2

Each time you apply judgment to Part 3 and modify PE Ratios in Part 4 of
the SSG, the average high and low PE figures are transferred to Part 1 of the
PMG. These PE Ratios are automatically recorded in columns 2 and 3. The
data from the current SSG study sets the targets in the PMG for the current’s
year assessment of value as measured by the PE ratio.

Stock Analyst also allows you to enter and edit historical PE ratios in Part 1.
Generally, this should not be done as historical valuations in Part 1 are de-
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rived from the SSG by applying judgment and will be changed as the SSG is
updated.

1} e Chogter 12 qf the MNATT QiFficial Guode for frutructions on
Peortfoelieo the e o s guid
Managemenit Guide
Company  ABBEOTT LABGRATORIES [MET) Frepared by  STE User  Dec 11, 2001

Felerin secian 1, mbmes 0 ard €, ne T, i yur S Sekectin guis sudy of this company far

1 PRICE EARNINGS ZONES

the nfanmaton n mbmns 3 and 1 ek,

1 2 3 4 5| B
Breraie Price Eamings Sur of Colz. Coluran 4 Colurmn 5
YELE, Fatios for Previous 5 Years 2 and 3 Divided by 2 huttiplied by 1142
o Low e e Gl e
1947
1998
1894
2000
2001/2 29.4 174 472 236 5.4
’mms See Sedian diC of Sk Sekedion Guide. | belw i lop of Buy Zone. 2 ek &bolam of Sel Zane.
'J u d g m ent areas \\ TELF. 1. Consider Buying Below 2. Conzider Selling Lhowve
N 1997
S~
1599 \\
2000 \“n
2001 a1.04 B2.08
3 CUMULATIVE EARNINGS AND CURRENT PRICE-EARNINGS RATIO COMPUTATIONS
1 2 £l 4 5] 3 7 g a 0 hh| 12
. TU?BI F/E Ratin F/E Ratio FE Fatio
3;::;";8 ::;rg'::; Ef::‘l:‘;s Dite Pice | atTime | Dats Price | atTime | Date Price | at Time
4 Cuariers of hileeting of hteeting of heeting
0397 0.54 Bpr 30 30.50 hay 31 .50 Jun 30 33.38
O6MAT 0.5 Jul 31 J2.72 Bug 31 28487 Sep 30 31.47
097 0.3 Dt 31 3066 Mo 30 3256 Dec 31 3275
12497 0.57 1.36 Jan 31 3541 26.0 Feh 23 7.4 275 hlar 31 37 GG a7
03498 0.5 1.40 Bpr 30 3656 26.1 hay 31 FF.0a 263 Jun 30 1.00 293
O6MAE 058 1.494 Jul 31 %1 .63 26.9 Bug 31 3650 2687 Sep 30 4344 30.2
09/95 035 1.49 Dt 31 47.00 F16 | Mow 30 4300 323 Dec 31 49.00 330
1298 0.4 1.52 Jan 31 A6 44 0.5 Feh 23 4631 30.4 har 31 A6 .51 307
0399 0.4 1.58 Bpr 30 438 0.6 hay 31 45149 206 Jun 30 &3 56 287
0689 0.42 1.62 Jul 31 42.94 26.5 Bug 31 43 .38 26.8 Sep 30 36.69 226
09/499 0.0 1.57 Ot 31 40.38 257 owe 30 3800 242 Dec 31 3631 231
1299 0.43 1.59 Jan 31 32.56 205 Feh 29 F3.00 208 har 31 35149 221
0500 0.43 1.60 Bprs0 3644 24.0 hiayr 31 40 69 25.4 Jun 30 56 254
Latest repo rted 060 0.44 1.62 Jul 31 41 .63 247 Bug 31 4375 250 Sep 30 47 56 29.4
I I I | n e) 0a/0 0.42 1.74 el ch] 52.81 0.4 [owe 30 5506 HME Dec 31 45 .44 28
Otrs (ve 1200 0.49 1.80 Jan 31 4486 249 Feh 23 4399 ar.z hlar 31 4719 26.2
05101 ‘: S04 1.21 Bprs0 A 35 6.3 hiayr 31 5195 43.0 Jun 30 4600 39.7
(L 034 117 Jel 32 5359 453 | Auwo 37 4970 445 | Sep 30 5155 I:_ 46.7
04101 0.45 1.14 el ch] [owe 30 Dec 31
12101 0.1 1.16 Jan 31 Feh 26 har 31
0302 0.56 1.56 Bpr 30 hitay 31 Jun 30
06M2 045 207 Jul 31 Bug 31 Sep 30
082 Ot 51 [lowe 30 Dec 31
1202 Jan 31 Feh 26 har 31

The remaining columns in Part 1 are calculated from the historical average
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PE Ratios. Columns 4 and 6 are then used as guidelines to assess current PE
as calculated in Part 3 of the PMG.

Part 2 information is also derived from the SSG Part 4 once high and low
prices are set. These price zones (buy below and sell above) are guidelines to
assess the current price as entered in Part 3 of the PMG.

Part 3
Two pieces of data are required for Part 3: monthly prices and quarterly EPS.

Keep in mind that the objective of PMG is to monitor the on-going value of
the company. Having extensive historical data is not as important as assess-
ing current information. The information entered is used to calculate on-
going PE Ratios so that current value can be assessed.

Quarterly EPS

If you have completed the SSG, you will likely have some quarterly EPS
data. These will show in the Quarterly Data Entry window. Adding/editing
information here will aso change it for the SSG.

Estimated EPS

This data may have already been entered for the SSG. If not, you may either
enter it in the PMG Quarterly Datawindow after the current quarter.

Estimated quarterly EPS is used in the SSG and PERT Report to calculate
lead PE Ratios. For more information on lead PE Ratios see that section in
Stock Analyst.

If only yearly estimated EPS is available, you should review and consider
seasonal variations when recording estimated quarterly EPS. Seasonal varia-
tions vary from company to company and industry to industry. Assess the ex-
tent of this variation from previously reported quarterly EPS and use this to
allocate estimated figures.

The following example demonstrates the process of alocating proportional
amounts to a company whose business contributes 70% in the first quarter
and 10% for each of the remaining 3 quarters.

CURRENT YEAR NEXT YEAR'S
ESTIMATED EPS $1.00 ESTIMATED EPS $1.50

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
$0.70 $0.10 $0.10 $0.10 | $1.05 $0.15 $0.15 $0.15

Monthly Prices

Enter monthly prices in the PMG Data Entry window. These represent share
prices at some time during the month. Y ou may choose a time convenient for
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you: at the end of the month or before a club meeting. There is ample flexi-
bility as to when you enter this data, but do try to be regular in managing
your stocks.

Mew Company

Company [nfo ] Caompany D ata ] Yearly D ata ] Buarterly D ata ]
PG Manthly Prices ] Annual Repart Data ] Maotes ] Options ]

2000 200 2002 2003 2004 2005
|

January

February
March
April

b ay

July

August

September

October

MHowember

|
|
|
|
|
June |
|
|
|
|
|
|

|

December

[ Lock Data  Hep | 0K | Cancel |

For easier identification, the Data Entry window groups monthly prices by
ant the calendar year. Within the PMG, data are grouped and plotted based on

the company’ s fiscal year.

Both keyboard and Internet updating of prices will automatically update the

monthly price in the PMG.

|mp""t

PE Calculations

Once quarterly EPS and monthly prices are entered, the PE columns of Part 3
are calculated. PE Ratios are calculated from the cumulative 4 quarters of
EPS in column 3 and the monthly prices. PE Ratios are not calculated if the
cell in column 3 is anegative value.
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$46.38 / $1.21 =

Tital
38.3 Fati
\ 3 Marths | Earnings | Earnings S .

Add 4 Q EPS =
$1.21

3 CUMULATIVE EARNINGS AND CURRENT PRICE-EARN]
1 2 K3 4 & 2 7

ding |per Share | for last Dt Frice at Tlm.E Date
4 Quarters LI

0300 | Sy | 160 Aprso| zsad 240 | May 3
OG0 044 [ NQB2| i3 | 4183 257 | Aug

oomo | 02| 17AINGHE | 528 304 | Movs
120 | 049|130 DN 4486 | 249 Fen!
porzo | TSR] 333 | Mayd

Jul 3 5159 3| Aug |

Tt T blmes 7

A

Part 4 - PMG Graph

Information plotted on the PMG Graph is derived from data previousy en-
tered. The only action needed may be the adjustment of scales for the items
plotted: Price, PE, and RV (Relative Vaue). Click a data line with the right
mouse button to move it up or down for better viewing.

Quarterly EPS

The company quarterly reports are the best source for this information. You
should subscribe to the company’s information by having your name added
to their shareholder list to receive annual and quarterly reports. Many com-
panies provide this service through the Internet. Visit the company’s web site
to subscribe to thisinformation.

Interpretation

Part 1 and 2
Parts 1 and 2 of the PM G record information from the SSG.

In Part 1 the average high and low PE Ratios become the basis for on-going
valuation assessment. These numbers yield calculations for high and low PE
guides. These are used in Part 4, the PMG Graph, to set lower and upper lim-
its for PE below which a buying opportunity may exist and above which are-
assessment should be made to determine if a selling condition should be con-
sidered.
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Experle"“d

1 PRICE EARNINGS ZONES

3, columns 0 and E, ne 7,

of your Stock Selecion guide study of this company for

columns 2 and 3 below.
1 2 3 4 5 6

Average Price Earnings Sum of Cols. Column 4 Column 2

YEAR Ratios for Previous 5 Years 2and 3 Divided by 2 Average High PIE
High -ow GZT:ET_IIEWE G':Ifiz 'EIEE!
1997 3 197 469 235 73
1998 395 79 67.5 37 395
1999 1586 387 1.3 306 356
2000 07 19.2 499 249 07
2001 36 223 539 270 36

Part 2 of the PM G records price targets for comparison with the current stock
price. The Buy Below and Sell Above prices are developed in Part 4 of the
SSG. You may choose how the zones are calculated. Refer to the SSG sec-
tion for more information on zoning.

2 PRICE ZONES

See Secton 4C of

o

Swck

elecion Guide. 1 bedow is top of Buy Zone. 2 below i botom of Sell Zone

YEAR

1. Consider Buying Below

2. Consider Selling Above

1997

1998

1999

2000

2001

64.04

Editing Part 1 and 2
Normally editing is not required as this data is the result of applied judgment
in the SSG. If you do enter this information you may refer to the historical
average PE Ratios in the PERT B.
If you are using imported datefiles, Parts 1 will display historical PE's and
Part 2 will only display the most recent year. Parts 1 and 2 will only fill in if
you are keying data manually.

Options

The following options are available and are set from the Options/Preferences

menu item.
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~ ' Preferences E|

Data Entry ] Display ] File Associations ] Balance Shest |
General | SS5GGraph | 5SG Analsis PMG / PERT
PG Beport
High PE gquide line calculation ||-|SE Low PE Guide * 1.5 j
PG Graph
Price / PE Zone plat style ||:'|C|t lines j

PERT Graphicz

Plat Trend Lines |k')ES - plot trend lines j

|+ Show PERT background shading
v Show PMG [Repoart] background shading

Help | | 1] 8 ‘ Eancel|

The two options for the High PE guide line calculation shown on the PMG
Graph are:

§ 1.5timesthe Low PE Guide
8 the selected average high PE asin column 2.

Using the average high PE selection gives a High PE guideline that reflects
the characteristic nature of value for the company.

This zoning selection is made in the SSG Analysis Part 4 and its results af-
fect the calculations and graphics in the PMG. The default zoning is specified
in Options | Preferences | SSG Analysis. The zoning can be selected for a
particular SSG by right-clicking the selection in Part 4 of the SSG.

Part 3

Company vaue is monitored and assessed monthly in Part 3 of the PMG.
Value is assessed from the current PE of the company. PE is calculated from
the current price and the sum of the latest 4 quarters of EPS shown in Col-
umn 3.

If quarterly EPS is not yet be available but estimated EPS has been entered,
the program will use these figures to calculated PE Ratios.
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When no EPS is entered, the PE is calculated from the previous accumu-
lated 4 quarters EPS. The PE Ratios will be recalculated when reported
EPSisentered.

Note that PE Ratios are not calculated for negative EPS and N/A is shown.

Assessing EPS

Thefirst step in Part 3 is to assess EPS. EPS in column 2 may show variabil-
ity due to seasona trends. For example, the retail industry generaly has
greater sales and EPS in the winter months than in the summer. Some retail-
ers do the bulk of their business over the Christmas period. On the other
hand, beverage companies tend to sell more drinks in the summer.

Being aware of seasonal changes providesinsight into quarterly trends.

Cumulative 4 Quarter Earnings

By adding 4 quarters of EPS, variations from seasonal characteristics are
minimized. In column 3 you want to see constantly increasing EPS figures.
Figures that are not increasing consistently indicate possible problems. Find
out what may be restricting EPS growth. Dips or flattening of the cumulative
4 quarters EPS could be an early aert that not all is well and further investi-
gation is needed.

Assessing PE Ratios

Once you have determined that EPS meets your expectations you will want
to assess value through the PE calculationsin Part 3.

The most direct approach to using the PMG is to compare current value to
your targets as set in the SSG Part 3 and 4 (and reported in Part 1 of the
PMG) and the current valuation in the PMG in Part 3.

A current PE that is near the high average PE or the High PE guideline sug-
gests an overpriced condition. When PE approaches this level you will want
to re-assess the company for material changes. If growth and profit margins
are meeting your expectations then you may keep the company rather than
sdll it. It could well be that investors are finally realizing the value and qual-
ity in the company, thus driving PE Ratios higher.

A current PE that is lower than the average may indicate a possible buy op-
portunity. Again confirm that the company is meeting your targets. Consis-
tently performing companies are eventually recognized and patience is re-
warded. Long-term growth stock investors look to do well by buying and
holding quality high growth stocks and making additional purchases on price
dips.

The Market and PE Ratios
PE Ratios will vary over time due to economic and market factors. In opti-
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mistic times PE Ratios will expand while in pessimistic times PE Ratios con-
tract. When assessing value, consider the current economic cycle and where
the cycle may be in the next 5 years. This understanding helps you determine
whether value is driven by the market's recognition of the company’'s
achievements or something else.

Another way to determine value is to assess the company’s industry. Is the
company performing better (growing sales and EPS) than its peers? If so,
then the increasing PE Ratios in the PMG may be justifiable.

Characteristic PE

Investors value a company based on both the company’s historical achieve-
ments and future expectations. Investor sentiments change over time. Typi-
cally the changes in value fall within well-defined figures that can be charac-
terized by the low and high average PE calculations in the SSG. The range
between the low and high average PE Ratiosis said to be characteristic of the
company. This characteristic range serves as a guide to measure current
value to help make investment decisions.

PMG Graph

The PMG Graph is the graphical representation of the information in the
PMG Parts 1, 2, and 3. The plots for monthly prices and the corresponding
PE Ratios help visualize how the market values the company.

400 TN Tl
v Show Highlighted Sectionz
47 2 Digplay Prices az Fractions

v Llze High F/E High F/E Guide calculation method  »

Iz Low P/E Guide * 1.5
e What's This? E.

2. Consider Selling Ahave |

The PMG Graph shows how price, PE, and RV (relative value) compare to
the expectations set in the SSG. Price items show in blue and PE items in red.
Scales for each are color-coded and may be altered by clicking on a plotted
line with the right-mouse button and selecting from the pop-up menu.

Optional PMG Graph Representation
By default, the graph uses horizontal lines for price zones and PE guidelines.

You may choose the alternate vertical bar representation. This choice shows
the middle zones for both Prices and PE as colored bars. The blue price bar
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indicates the Hold Zone in Part 2 of the PMG (Part 4 of the SSG). Below the
bar is the lower or Buy Zone; above the bar is the upper or Sell Zone. For the
red PE bar below would be the Low PE guide, above the High PE guide.

Sl PR CE-EARMINGS RATI @ PRICE-EARMNINGS RATI

[T et
Tt

[

M

MJJASOND ) FMAMI JASONDJFMAM MJJASONDSFMAMS JASONDIFMAM
2000 2001 1 000 20m ]

You may also change the scale for the plotted lines. Generally the program
sets scales based on the data range. However, there may be occasions where
you wish to specify the scale. To change scales, click the data line (prices,
PE, or RV) with the right mouse button and choose Move Up or Move
Down. This changes the scale factor for the chosen item and moves the line.
Reset allows you to set to the computer scale.

Monthly Price Plot

Monthly prices as recorded in the Monthly Price Data Entry window are
plotted in blue. The scale is shown on the left side, also in blue.

Market Factors

Generally share price will increase as EPS increases. However, the general
market can make share price vary more radically and this presents some dif-
ficulties. You must try to distinguish between share price changes due to
market factors and those driven by a company’ s continuing success.

Market factors can be short term (news reports) or long term (economic cy-
cles lasting years). Assessing this information will help you understand your
company better.
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Price Trends
Y ou may notice aflattening or decreasing price trend on the PMG Graph.

This occurs when price is not increasing (or even decreasing) even though
EPS isimproving. It could be that a buying opportunity exists or alternatively
that something €else not yet apparent to you is affecting the company. Investi-
gate company activities such as increases in debt, acquiring other businesses,
liquidating major assets, changing markets, etc. These may provide clues as
to why other investors may be selling and driving the share price lower.

Current Price

Note the location of the current price (the last point in the blue line) in rela-
tion to the zone guides. As share price approaches the Sell Above line you
may want to re-assess the company to determine whether you still want to
keep it. Asindicated previously, when a company maintains its capability for
growth and profits you will likely want to hold on to it for the long term.

PE Plot

PE plots generally move within well-defined limits dictated by the historical
average high and low PE Ratios. These limits are characteristic of the com-
pany and indicate potentially undervalued or overvalued conditions. Use the
PE plot in a similar manner to the price plot. If PE Ratios are getting out of
the characteristic range, try to determine if this is caused by the company or
symptomatic of the industry or general market. This additional information
will help you to assess the company’ s value.

Relative Value (RV) Plot

Relative Vaue is aratio that may indicate undervalued and overvalued con-
ditions. RV is calculated from the following formula:

RV = Current PE / Historical Average PE x 100

The historical average PE becomes the benchmark for determining value, i.e.
avaluethat is greater than 100 would be considered overvalued.

Be aware that RV may not be a consistent indicator of value. RV of 150 may
mean very different things for different companies. An RV of 150 indicates
that the current RV is high with respect to the historical average PE. How-
ever, it may still be lower than the average high PE as noted in the example
below.

AVG. LOW PE AVG. PE AVG. HIGH PE
Company A 10 20 30
Company B 15 20 25

In the above exampl e both companies have an average PE of 20 (even though
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their characteristic and Low PE is quite different). An RV of 150 would indi-
cate a PE of 30 for both companies. However, for company B this would in-
dicate a PE way beyond its characteristic high PE; not so for company A. Be
cautious when reviewing RV.

This same example demonstrates the reason that you would want to use the
Average High PE option as the High PE Guide in Part 1 of the PMG.

A Buying Opportunity
Review the historical price changes in relation to the price zones (blue hori-
zonta lines or bar). Y ou may consider purchasing more sharesif:

§ thecurrent price is below the Buy Below price target,

8 the current PE is lower than the Low PE Guideline (or average PE in
the SSG),

8 al other indications in your assessment are positive.

For a company that is sound, these conditions could imply a buying opportu-
nity. It would seem that investors are not recognizing the company’s
achievements.

Before making a buy decision, you will want to update your SSG to confirm
that all company characteristics (growth, quality, value, and risk/safety) are
in your favor.

Formulas

Calculations for the PMG are shown on the report.

The calculation for Relative Vaue (RV) inthe PMG Graphis:
RV = (Current PE / Historical Average PE) x 100
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14: Portfolio Evaluation Re-
view Technique

The Portfolio Evaluation Review Technique (PERT) forms help you to man-
age your stocks. Review company performance quarterly by examining sales,
earnings, and profits.

Introduction

Whereas PMG tracks value of each stock on an on-going basis, worksheets
PERT A and B record and calculate data items to track growth and profitabil -
ity on a quarterly basis. PERT Report gives a summary of all your stocks in
each portfolio on one worksheet that is handy for club meetings. It quickly
and effectively highlights company results versus your expectations.

PERT Data

PERT A

PERT A report requires quarterly data for EPS, pre-tax profit (also called
pre-tax income), sales and net income or tax rate. As with other data, al the
necessary datais available in the datafiles.
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Most recent quarter -
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The selection for the type of datato enter (i.e. tax-rate or pre-tax income, etc)
is set within the Companies Data Entry window, Options tab.

Quarterly EPS

Having entered data for the PMG, you should see the quarterly EPS data in
the Data Entry window. Review the PMG Data Entry section for information
on quarterly EPS data.

Quarterly Pre-tax Profit

The best source for this information (other than the datafile) appears to be
company reports.

Quarterly Sales

As with guarterly EPS, the best source for quarterly sales figures are the
guarterly and annual reports from the company. Subscribe to the company’s
shareholder list to receive annua and quarterly reports. Many companies
provide this service through the Internet. Visit the company’s web site to
subscribe to thisinformation.

Historic quarterly sales information (going back 3 or more years) appears to
be less readily available. Y ou may choose to use a source like Value Line or
S& P reports. However, as previously stated, it is not overly important if you
don’t have extensive quarterly information, as long as you maintain the on-
going progress of the company.
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Quarterly Net Income or Tax Rate

Normally tax rate is not reported on a quarter by quarter basis. Net income
most often isincluded in the company’ s reports. Neither Vaue Line nor S& P
include thisinformation in their company reports.

The data entry Options section for the SSG alows you to choose (and
switch) between net income and tax rate. Tax rate can be calculated from net
income and pre-tax profit with the formula:

(1 — net income/pre-tax profit) x 100.
Stock Analyst uses this formulato convert between the related items.

You may switch between the two items (net income and tax rate) using the
Data Entry/Options tab.

It is not recommended that you approximate tax rates by using a previous
year's results. As the purpose for PERT is to monitor on-going company re-
sults, the fabricated figures using past results lead to potentially misleading
conclusions. If you are not using datafiles, take the time to find the correct
information from the company’ s web site or quarterly reports.

PERT B

PERT B uses the historical yearly data to calculate PE Ratios, payout, and
dividend yields. This data should already be available as it is aso used for
completing the Stock Selection Guide.

PERT Report

PERT Report is an accumulation of information generated from other re-
ports. It does not need any additional data. Should you note blank informa-
tion, review that company’s SSG, PMG, and PERT reports to ensure that
they were completed. Once you have confirmed that all data is entered and
judgment added (where necessary), save the company record to the Stock
Analyst database and refresh the PERT Report.

PERT A

PERT A is a worksheet where calculations from the quarterly data provide
additional information about growth and profitability. Enter and edit data for
PERT A in the PERT Data Entry window. The convenience of purchased
datefilesisthat al the information for 5 years (20 quarters) of data is readily
available for your assessment.

Calculations
The PERT A report is divided into 2 side-by-side areas. Quarterly Data and
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Last 12 Months Data.

The Quarterly Data area looks at quarterly progress. Growth calculations are
based on a quarter-over-quarter comparison with results 1 year earlier.

The Last 12 Months Data area cal culates growth and profitability items based
on a running 4-quarter figure and compares this with the 4-quarter figure a
year earlier. The running 4-quarters calculation helps smooth variations due
to possible seasonal effects in company results.
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Note the smoothed effect on the 12 month (moving 4 Quarter) lines (JNJ).
Cadlculation details are covered in the Formulas section.

Short-term Assessment — Quarterly Data

The latest quarterly information is a record of the company’s short-term
achievements and is important for tracking how the company is performing.
The yellow line highlights the latest information. Focus your attention on this
line of information to assess latest or short-term results.

Growth Assessment

The columns titled % Change (Columns D, G, and |) are keys that you can
use to assess short-term performance for growth. Specifically, in the Quar-
terly Data area these are Sales % Change, EPS % Change, and Pre-tax Profit
% Change.

Focus on the highlighted yellow line for the latest quarterly results. Look for
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% Change figures that match your sales and EPS projections in the SSG

Graph.

Next assess the Last 12 Months of Data area for its % Change figures for
growth. As with the Quarterly Data area, these should also fall in line with
your expectations.

Variations on Growth Assessment

Often interim changes (quarter to quarter) are more variable than yearly
changes. Changes (quarterly and especially 12-month changes) that are be-
low your SSG projections require investigation. Find out the cause for the
unexpected change. Determine if the cause is characteristic (a recurring is-
sue) of the company or explainable as a one-time occurrence.

PERT Work
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Be careful of too many one-time occurrences, as they may indicate an unsta-
ble business. One-time occurrences or any other reasons for a shortfall from

“gautio”
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expected results should be recorded in the Notes section (Company Data En-
try window or File/Notes menu) for future reference. Your recorded com-
ments serve as a powerful reminder when making future investment deci-
sions.

Profitability Assessment

Three columns (E, F, G) assess the latest profitability figures. They are titled
Pre-tax Profit: $ Mil, % of Sales, and % Change. Compare these results with
the yearly figures calculated in Part 2A of the SSG.

As with other quarterly results, these figures tend to vary. Idedly, they vary
little from historical results. Consistency confirms that the company is in
control of its business and provides you with greater confidence that your
expectations will be met.

Variations on Profitability

Larger variations (figures varying 30% or more from the historical average)
should be investigated. These should be red flags to alert you to the need for
investigation. Knowing the cause of changes will enable you to gauge the
long-term impact on the company.

Long-term Assessment — Yearly Data

Long-term assessment in PERT A involves reviewing all the historical in-
formation to discern potential trends. Review each of the % Change columns
(R, S, T and N) for Sales, EPS, Pre-tax profit, and profitability (pre-tax profit
on sales). The ideal is to see figures that are consistent through time or with
minor variations.

Figures with wide variations (especialy for the Last 12 Months Data area)
indicate that management is having difficulties controlling the company’s
business. The task of estimating the company’s future is therefore more diffi-
cult and the risk of your investment increases.

Small % Changes are less discernable but if you have 4 or 5 years of quar-
terly data you should be able to spot this. Thisinformation may be spotted in
the yearly SSG figures but is typically more apparent in PERT A. Changes
that show dlow deterioration are likely signs of a maturing company or indus-
try. Y our research should identify this.

General economic conditions may also play arole. Expect that as the econ-
omy moves, so will companies' fortunes. Y ou want to identify the cause for
deteriorating conditions. External factors such as from the general economy
may prove to be a buying opportunity. Deteriorating internal factors are po-
tential sell indications.
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PERT Graphics

The PERT Graphics report helps to visualize the calculations of PERT A.
PERT Graphics plots the % Change columns (sales, EPS, and pre-tax profit)
and the pre-tax profit on sales from PERT A.

Review each of these graphs in turn. Y ou will note similarities in the plotted
information, i.e. a drop in sales will typically affect pre-tax profit and EPS.
These relationships will be more apparent as you become familiar with re-
viewing PERT data.

Ideally these plots would be flat lines indicating consistent company per-
formance. More often they fluctuate. From these fluctuations you should be
ableto identify possible areas of concern.

PERT Graphics
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Observe the short-term results of the latest quarterly point with respect to the
horizontal green line in the graph. The horizontal green line represents the
projected growth in the SSG Graph.

Also observe the long-term trend to see if results are maintained or are dete-
riorating (sloping down).

Changes (either in short-term or long-term results) from your expectations
are red flags aerting you to understand the circumstances facing the com-
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pany. Satisfy yourself that the company is still the quality company that you
assessed with the SSG.

PERT B

PERT B is a worksheet that records value information from the SSG. It
summarizes this for later inclusion in the PERT Report. It also servesasare-
cording of historical figuresto be used in assessing the company.

PE Assessment

Cornpany _Clayton Hormes GOM (G Company  AMGEN ING (ARGN)

IGE FIE RATES N e FIE RATIO 57H

Lo HIH Lo HISH e M0 T o
1.36 165 74 16.4 235 1134 250 1131
27z 213 113 13, &6 324 203 72
376 A 131 23 K1 275 114 T
712 281 183 24, 434 6.3 162 49,

E.64 242 14.1 24, 702 311 146 4.
B30 253 115 26 1254 275 212 254
3.92 201 138 25, 11.22 254 134 252
1008 135 126 234 1168 2.1 137 231
10.70 13.7 e 21 2563 B2.1 2410 36,
10.00 14.5 34 19, S0.00 725 450 449

o E F G D E F G
Segments from PERT B showing characteristic PE ranges and volatility.

For steadily performing companies the historical average PE Ratios will be
consistent from year to year. Y ou may note increases or decreases that are at-
tributable to industry or market changes. Market factors have direct influence
on all stocks: increasing PE Ratios in times of optimism and decreasing dur-
ing pessimistic economic conditions. Your task is to assess these possible
changesin light of what has happened in the industry or the economy.

Consider how your company has fared in relation to the general market. Re-
viewing the 10 years of historical PE Ratios should provide a basis of this
comparison. Look for the characteristic PE Ratios (the high and low average
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PE Ratios) to see how they trend and compare them to the market and the
economy. Y our company should show trends that are at a minimum perform-
ing as the economy or the market.

The variation between the high and low average PE Ratios is an indication of
volatility. The larger the variation, the higher the risk and the more difficult it
is to assess the company. Typically, the smaller the gap between high and
low average PE Ratios, the more consistent the company and the easier it is
to study.

Payout Assessment

% Payout is the portion of EPS that is paid to shareholders in the form of
dividends. The remaining portion is retained by the company and used to
fund business activities.

Generally we would look at investing in growth companies. Growth compa-
nies often require money to expand their business. Retained earnings is one
source of funding for future growth. By paying dividends rather than retain-
ing them all, the company is restricting its growth resources.

Most companies have a clearly defined dividend payment policy. This means
that as EPS grows, the dividend paid to shareholders also grows. Investors
view dividends as a source of stable and growing income and like to invest in
such companies. This helps to support the share price of the company (re-
view section 4Bd of the SSG).

For this reason companies are reluctant to reduce dividends and will occa-
sionally borrow if earnings are insufficient to pay the expected dividends.
This precarious condition can cause you to lose in two ways. A dividend cut
(because of insufficient earnings) will reduce or eliminate your dividend in-
come. You will lose again from the share price drop that results from a divi-
dend cut.

By monitoring % Payout you can assess the risk of a high ratio. Anything
above 60% is cause for concern. Also, ratios higher than 20% likely affect
growth potential for the company. Review the historic % payout and deter-
mine if recent payout ratios are consi stent.

Note that some industries (i.e. utilities) are known for their high dividend
yield policies and high payout ratios should be expected.

PERT Report

PERT Report, accessed from List Menu | Portfolio | PERT Report is the ac-
cumulation of recent data and calculations from other reports: SSG, PMG,
PERT A, and PERT B. Its objective is to give you a one-page information
summary that helps you determine if a company is meeting your expectations

152

14: Portfolio Evaluation Review Technique Stock Analyst 3



for growth, quality, value, and risk.

2k Portfolio Evaluation
PERT Review Technique
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Here are some suggestions for reading this report. For each of the column
groups compare the actual results to the expectations in the SSG. First do this
for EPS, sales, and pre-tax profit. Do the same for the other column groups,
noting the current value. Do the quarterly figures meet your expectations?

This report may include up to 50 company studies. Y ou or your club may use
PERT Report as a monthly summary of your stocks. The concise PERT Re-
port is an efficient method for informing members on recent company
achievements.

Growth Assessment
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Review columns H and J for quarterly growth of EPS and sales. Within the
same cells for sales and EPS, note the growth as projected in the SSG Graph.
Comparing actual results with your expectations will help you monitor com-
pany performance and manage each stock in your portfolio.

Quarterly changes that do not meet your expectations need to be researched.
You may have done this when you first updated the quarterly information
and noted the information in the SSG or PERT A. Your recorded notes will
remind you of circumstances of companies that have missed their targets.

Quality Assessment

Look at column L and compare the profitability (pre-tax profit as a % of
sales) for the two reported periods. A substantial change from the year before
is an alert that requires investigating. Review the possible causes for the
change and be satisfied that they are reasonable.

Make sure that you note and understand the difference between columns L
and M. Column L is pre-tax profit as a % of sales and is equivalent to figures
in Part 2 A of the SSG. Column M isthe % change in pre-tax profit and is re-
lated to % change (or growth) for EPS and sales. Compare this with the sales
and EPS growth figures: they should be similar.

Value Assessment

Along with information in the PMG, you may assess value from figures in
columns P and R. Keep in mind that these figures are calculated using Esti-
mated EPS from column E as may be shown in the SSG Part 3. Review the
Projected PE in section on the 3 choices of estimated EPS available.

5| cuR CUR 5 YEAR AVG lead | |\ |ESTS
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Value is also monitored from figures in column W by assessing PE with re-
spect to the expected EPS growth rate.

The reason for using an estimated EPS in PERT is to be forward looking —
assessing value based on anticipated earnings. The market as a whole is an-
ticipatory and looks forward to the company’s future potential growth. The
Lead PE in column P and Lead RV (relative value) in column R are figures
that help assess this expectation of the future.

Lead PE and Lead RV

Lead PE should be compared to the 5-year high, average, and low PE Ratios
incolumns S, T, and U. These figures are derived from Part 1 of the PMG. A
stock could be over priced as the lead PE approaches the high PE. At that
point you would want to review the company to assess that it still meets your
investment objectives. Extremely low PE Ratios (those that are lower than
the average low PE) also indicate potential problems. Investors are selling
stock and bidding the price lower in possible anticipation of a poor future for
the company.

RV (column R) is a ratio that compares the current PE to the anticipated av-
erage PE for the company. It can be used in the same way as the PE compari-
son above. Vaues of RV greater than 150 suggest a potentially over priced
stock. Review the Relative Value topic in the PMG Graph section to under-
stand the peculiarities with RV.

PE and EPS Growth

Column W calculates the PE to projected EPS growth ratio, also known as
the PEG ratio. Peter Lynch considers this an important measure of value.
Generally aratio that is 150 or higher may indicate an over priced stock. As
with RV, you would want to review and reassess the company to determine if
it still meets your investment objectives.

Risk Assessment

Columns Y and Z report Upside/Downside Ratio and Total Return. They are
calculated from the low price (Column AA) and the high price (Column AB).
The high and low prices are referenced in Columns AA and BB. Note that
Column AB (the high price) is calculated using the estimated EPS in Column
E.

Column Y shows the Upside/Downside Ratio. If the ratio falls near a value
of 1itindicates apoor reward for your investment.

In Column Z a Total Return of less than 8% may suggest that the investment
may not meet long term investment goals.
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PERT Report — Estimated EPS

PERT Report calculates some figures that are unique and not related to other
reports. These are columns P, R, Y, Z, and AB that use the Estimated EPS
figure as displayed in Column E for their calculations.

The SSG uses reported EPS figures for the latest 4 quarters when cal culating
current PE. Here in PERT Report we also look at value based on the antici-
pated EPS. The reason for using an estimate of future earnings is to reflect
the anticipatory nature of the stock market. Using estimated future earnings
calculates a Projected PE along with other items calculated in Parts 4 and 5
of the SSG.

Theseitems are;

lead PE Column P
lead RV (relative value) Column R
estimated U/D ratio ColumnY
estimated Total Return Column Z
estimated high price Column AB

For reference, the second row of Columns P and R show the trailing PE and
RV figuresrecorded in the SSG.

Review the Formulas area for details on these calculations.

PERT Report Summary

The summary information in the PERT Report was previously reviewed in
other reports. However, the concise PERT Report makes for a quick and
simple report to share key information with other members of your club.

Remember that the results of PMG and PERT (including PERT Report)
should lead you to confirm whether or not the company is meeting to your
expectations set in the SSG. Variations from expectations aert you to ex-
plore the company further and discover if it still meets your investment ob-
jectives.

For specific sell conditions, review the When to Sell section.

Formulas
The following table lists definitions and formulas for the PERT reports.

PERT A
Coal B/C Quarterly EPS
Col D* % Change in EPS*
{(recent Q EPS/Year ago Q EPS) — 1} x 100
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Col E Quarterly Pre-tax Profit
Col F Pre-tax Profit asa% of Sales*
{(recent Q Pre-tax Profit /Y ear ago Q Pre-tax Profit) —
1} x 100
Col G* Pre-tax Profit % Change*
(Col E/Col H) x 100
ColH Quarterly Sales
Col I * % Change in Sales*
{(recent Q Sales/Y ear ago Q Sales) — 1} x 100
Col J Quarterly Tax Rate
Asentered or calculated from pre-tax profit and net in-
come
Col K/L Last 12 Months EPS (4 quarters)
Sum of the current and preceding 3 Quarters of Col B/C
Col M Last 12 Months Pre-tax Profit (4 quarters)
Sum of the current and preceding 3 Quarters of Col E
Col N * Last 12 Months Pre-tax Profit as a % of Sales (4 quar-
terg)*
(Col M/ Col O) x 100
Col O Last 12 Months Sales (4 quarters)
Sum of the current and preceding 3 Quarters of Col H
Col P Last 12 months Taxes
Sum of the current and preceding 3 Quarters of (pre-tax
profit — net income) as entered in the Data Entry win-
dow.
Caol Q Last 12 months Tax Rate
(Col P/ Col M) x 100
Col R* Last 12 Months % Change in EPS (4 quarters)*
(Current year Col KL) / (Col KL 4 quarters back)
Col &* Last 12 Months % Change in Pre-tax Profit (4 quarters)*
(Current year Col M) / (Col M 4 quarters back)
Col T* Last 12 Months % Change in Sales (4 quarters)*
(Current year Col O) / (Col O 4 quarters back)

* Asterisk items are graphed in the PERT Graph report.
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PERT B

Col B Yearly EPS

Col C High stock price for the fiscal year of the company

Col D Low stock price for the fiscal year of the company

Col E Col C/Col B

Col F Col D/ Col B

Col G Sum of the current and preceding 4 years of Col C di-
vided by 5

Col H (Cal G+Call)/2

Col | Sum of the current and preceding 4 years of Col D di-
vided by 5

Coal J Yearly Dividend

Col K (Coal J/ Cal B) x 100

Col L Sum of the current and preceding 4 years of Col K di-
vided by 5

Col M (Col J/ Col D) x 100

PERT Report

We have used square brackets [ ] to define more clearly specific itemsin the
formulas, i.e. [Col P (top value)].

Col B Y early Dividend, shown as 2™ line of column D

Cal C Company Name

Col D Col B/ Col Q

Col E Thisisthe selected Projected EPS in the Extras section

in Part 3 of the SSG. There are 3 possible selections for
this. Review the Projected PE section of this manual.

Col F Quarterly date of last reported and recorded data. Thisis
equivalent to the quarterly data highlighted with the yel-
low line in the data entry window.

Cal G The EPS for the corresponding quarter dated in Col F

ColH {(recent Q EPS/Y ear ago Q EPS) — 1} x 100

Cal | The Sales for the corresponding quarter dated in Col F

Coal J {(recent Q Sales/Y ear ago Q Sales) — 1} x 100

Col K The Pre-tax Profit for the corresponding quarter dated in
Col F

Col L (Col K /Cal 1) x 100

Col M {(recent Q Pre-tax Profit/Y ear ago Q Pre-tax Profit) — 1}
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X 100

Col N

Sum of 4 Q of EPS starting with the latest Quarter (yel-
low highlighted data) and previous 4 quarters.

Col O

{(sum of 4 Q of EPS/Previous4 Q) — 1} x 100

Col P

Top lineis PE from Part 3-9 of the SSG, bottom lineis
Col Q/ Caol E

Ca Q

Stock price

Col R

Top lineis*Cur RV” = {[Coal P (top value)]/ Col T} x
100

Bottom lineis“Lead RV “= {[Col P(bottom value])/ Col
T} x 100

Col S, T,U

PE Ratios from the latest year row of Part 1 of the PMG
(Cols2, 3,4

Col V

Thisisthe projected EPS growth from the SSG Graph

Col W

{ Col P(bottom value) /Col V} x 100, shown as 2™ line
of column Vv

Col Y

Up/down ratio using the high price of Col AB

Col Z

Total Return using the high price in Col AB, shown as
2" line of column'Y

Col AA

Selected low price from Part 4 of the SSG

*Col AB

Selected high price** calculated from the estimated EPS
and lead period (both from column E) and the projection
of earnings from the SSG Graph. Shown as 2™ line of
column AA

** high price = [average high PE] x estimated EPS x

(1 + [EPS projected growth rate])"-

where L =5 — (lead period/4) and growth rate is a deci-
mal fraction

Lead period (as shown in column E) isin quartersand is
an option set in the SSG Analysis, Projected Values sec-
tion.

** Review the Projecting a Full 5 Yearstopic in this manual.
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15: Balance Sheet

The following is derived from the SSG Plus manual written by Phil
Keating. Portions have been edited to conform to Stock Analyst require-
ments.

This portion of the program has been developed for investors interested in
doing fundamental analysis beyond the basic two-page Stock Selection
Guide, or in learning more about terms that are often associated with funda-
mental investing.

Interpretation and Judgment

Always review the quality and financia strength of every company in whose
stock you are considering an investment. Not everyone will want to delve
fully into the Balance Sheet Report. However, we believe that all investors
can benefit from looking at the first two sections.

These sections address the quality and financial strength of the company un-
der study and are ignored at the investor's peril. Safety and financial strength
are uppermost in the Quality section. Capital structure information addresses
the firm's current financial solvency and health.

Quality Information

Value Line's Safety Ranking

This rating has been found in some recent academic research to be one of the
best overall assessments of a company's financia strength and of its likeli-
hood to enter bankruptcy or not. The safety rank is a measure of the total risk
of a stock. Thisisa "1 to 5" ranking that takes into consideration al of a
company's financial ratios and earnings history, its price stability, plus the
analyst's judgment. 5 is the lowest ranking and 3 is average.

Value Line's Financial Strength Rating

This categorizes companies in ten ratings from A+, excellent; to C+, below-
average relative financial position; to C, poorest financia strength. This rat-
ing alows one to make finer judgments than those based on the safety rating
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alone. For example, of the approximately 1100 stocks rated "3" or average
for safety, many may fall into different financial strength categories (such as
B++ to C++) that further distinguish their quality.

S&P Financial Strength Ranking

Standard and Poor's ranks the company's growth, quality, and stability of
earnings and dividends. There are eight categories, from "A+" (highest), to
"B+" (average) to "C" (lowest) to "D" (in reorganization).

R2 (R Squared)

R sguared measures the smoothness or consistency of the company's growth.
It is calculated by the program from the correlation coefficient (R squared) of
the company's earnings trend (for example) over time. This measure, known
aso as the coefficient of determination, is a measure of the degree to which
the trend accounts for the observed EPS (the higher the figure, the better).
Above .9 is considered excellent; .8 to .9, very good; .7 to .8, good; .6 to .7,
fair; below .6 indicates a stock that is probably cyclical; and below .5 indi-
cates avery weak trend. Figures below .2 indicate no trend at all.

R-Squared has significance both for the possible future predictability of EPS
growth and for the P/E ratio that the market will pay for that growth. Gener-
aly, the market pays a higher P/E multiple for persistence (length of time)
and consistency (smoothness) in earnings growth.

Beta

Betais ameasure of a stock's past tendency for its market price to move with
the general market. A stock with a beta of 1.20 indicates that its stock price
has moved 20% more than the market as a whole over a measured period of
time (for example, a 12% increase in a market where stock prices in general
were up 10%). If you have an extremely high beta stock (above 1.20) it can
lead to great aggravation during market setbacks.

There are differing opinions about the value of using beta. For example,
various reference sources will give various values for beta. Gold mining
stocks typically have low betas but are high risk. If the market were falling,
the beta for a stock with a rising price would be high. Is this a true measure
of volatility?

% Insider Holding

Some management ownership is desirable. In this way management has a
stake in the well being of the company and stand to benefit if the company is
successful. Large insider ownership (i.e. more than 30-35%) would put too
much control in the hands of afew. Thisisless than desirable.

% Institutional Holding
Low (i.e. less than 15%) Institutional Holding is preferable as it indicates a
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low following by professionas. This has two advantages; 1) that the com-
pany is not yet ‘discovered’ and if it grows in the manner you expect and at-
tracts more attention the additional interest will drive the share price higher,
and 2) generally, the lower the institutional holding the lower the volatility of
the share price.

Capital Structure Information

Debt/Capital

Thisisthe ratio of total debt to total capital. An acceptable average for manu-
facturing companies is about 33%. Figures significantly above 33% indicate
increased leverage and risk. Some industries, such as utilities, banks, insur-
ance companies, and savings and loans, have different norms.

When used aone, this ratio may be a misleading measure of financia
strength. Other important factors to consider are whether the company has
heavy fixed costs, a large amount of short-term debt, or very little working
capital liquidity. See Vaue Line's industry reports, S&P's Industry Surveys,
or Dun and Bradstreet's Key Ratios for industry norms of debt/capital.

Assets/Equity

This is the best measure of leverage - the number of dollars of assets behind
each dollar of shareholders equity in the firm. Thisis one of the components
or drivers of return on equity or profitability. High leverage improves earn-
ings in good economic times at the cost of increased vulnerability to an eco-
nomic downturn.

The assetg/equity norm for manufacturing industry in the U.S. is a leverage
of about 1.5 to 2.0. Financia institutions generally are more leveraged, be-
tween 15 to 20. See Vaue Line's industry reports, S& P's Industry Surveys, or
Dun and Bradstreet's Key Ratios for industry norms.

Cash Flow/Total Debt

There is significant academic research supporting the cash flow to total debt
ratio as the best predictor of a company's bankruptcy from as far ahead as
five years. Most companies seem to have cash flow/debt ratios of 25-35%.
Ratios below this level raise questions about a company's ability to serviceits
debt. When Philip Morris leveraged itself to acquire General Foods and then
Kraft Foods, this ratio indicated that the added debt could be easily paid off
from cash flow in three years and thus the stock was well worth holding.

Cash on Hand: Latest and Yearly Change

The yearly change figure should normally be in line with sales changes. The
absolute level is as important as the yearly change. Cash is generally a good
thing to have and a big drop in cash levels should be questioned. However,
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too much cash in an era of low interest rates is unproductive and reduces
profitability (return on equity).

Receivables

These are primarily sales made on credit to customers, who have not yet
paid. They could also include other items such as royalties due, tax refunds,
etc. The yearly change should bein line with the change in sales. Receivables
that increase faster than sales raise questions about the creditworthiness of
the customers or whether management isin control of the collection process.

Inventories

The percentage change in inventories should be similar to the percentage
change in sales. The absolute level and percent of current assets are aso
relevant.

Current Assets

One would usually like to see these growing more rapidly than current li-
abilities and about in line with sales growth.

Current Liabilities
Growth of current liabilities should not exceed the growth of current assets.

Debt Due

This is the most significant item in current liabilities. It includes short-term
notes payable, bank loans, and current maturities of long-term debt. This
item should always be checked for signs of funding problems, i.e. an unusual
proportion of short-term debt to current liabilities and to total capital. The
percentage change year-over-year is a pretty good signpost for whether fur-
ther examination isin order.

Compounded Annual Growth

These ten series should be examined for the persistence of trends and the di-
rection of change in the more recent 3 and 5 year periods versus the 6-10
year overall data. Are trends accelerating, decelerating, or remaining level?
The R-Squared figures are for the data available. See the comments about in-
terpreting R-Squared in the section on "EPS Fit".

For most companies, book value, dividends, and cash flow will have the most
consistent trends. One should check for the consistency of growth between
and among the various series, such as cash flow and pre-tax earnings with net
income and earnings per share. Do price trends follow earnings and dividend
trends? Generally price changes have the lowest R-Squared, or consistency.
Is long-term debt growing faster than other series, notably sales and cash
flow?
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Historical Valuation

These three items offer aternative valuation measures that are often very
useful for particular industries. Sometimes they are even the primary valua
tion tools for particular industries or for cyclical companies. By using the lat-
est average figure versus three and ten year averages and compared to the 6-
10 year high and low figures, the current valuation of a company can be
clearly seen in relation to its history. Periods of extreme under or over-
valuation stand out in sharp relief.

Average Price to Sales/Share

These ratios are most useful for emerging companies with low levels of earn-
ings and for cyclical companies with depressed earnings. These ratios, popu-
larized in the book SuperSocks by Kenneth Fisher, have been used espe-
cially with technology companies.

Average Price to Cash Flow/Share

These ratios have significance for all companies. In Value Lin€e's view, cash
flow is a "purer” figure than earnings per share. It is less susceptible to ac-
counting manipulation; therefore historical valuation based on it should be
more meaningful than earnings ratios. At the least, it forms a good cross-
check against earnings valuation, i.e.- P/E multiples.

For some industries, such as oil and gas, cable, and cellular telephone, price
to cash flow is either the primary or the only valuation measure. Having this
information will help make analysis of these industries possible within the
fundamental analysis framework.

Average Price to Book Value/Share

This has great valuation significance for industries that are highly regulated,
such as banks, savings and loans, and utilities. These industries are more or
less regulated as to the returns they can earn on book value. Relative price to
book values are often judgments as to the quality of that book value, as well
asto the average profitability of the industry and company.

Current Valuation

Current PE/Average ROE

This is the price of profitability. Five-year average return on equity (ROE or
profitability) is used in the denominator and current P/E in the numerator. As
an absolute measure, one would like to pay lessthan 1.00 for afirm's average
profitability over the last five years.

PE/Projected EPS Growth (PEG ratio)
This is a classic measure of growth stock valuation and a good final check
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against the appropriateness of other P/E valuation measures. T. Rowe Price
was the first to use this figure in the 1950s. The standard is: "Are you paying
a multiple either below or near the growth rate?' If it is more than 20%
above the projected growth, you may be stretching to buy the stock.

PE/Average 5-Year P/E or "Relative Value"

Thisis the best overall measure of the reasonableness of a current P/E multi-
ple. If the relative value is at 1 or less, then there is a reasonable chance to
benefit from the expansion of the P/E multiple as well as from earnings
growth while holding the stock.

Payback in Years

This is the number of years it will take to earn back the current price of the
stock if earnings grow at the projected growth rate. It is also affected by the
level of the current P/E ratio. Thisis an excellent way to compare stocks with
different earnings growth rates and differing current P/E ratios on a "level
playing field." Figures of 7 to 8 years are typical; anything above 10 or be-
low 6 is questionable.

If any of these valuation measures look too good, questions about changing
profitability levels, or asset quality, or financia risk need to be checked out.
Perhaps the industry or company has become cyclical rather than growth in
nature.

Implied Growth

This is the future growth rate for earnings implied by the firm's average re-
turn on equity and earnings retention rates. Most growth occurs from firms
plowing back earnings into the business. The plow back or retention ratio is
the complement (1-d) of the dividend payout ratio. The percentage and trend
of earnings paid out in dividends is often a good measure of management's
confidence in future growth opportunities. The implication is that the less
paid out, the more profitable are uses within the business.

The key element then, is average return on equity (ROE), particularly if the
trend is stable or rising over the five year period. (Note these results in the
Stock Selection Guide analysis.) Five year averages are used for both ROE
and earnings retention in order to arrive at normal or average, implied, inter-
nal earnings growth. The assumption is that cyclical events will cancel out
over five years. Implied growth can be used as a check against the reason-
ableness of whatever growth rate is being chosen for earnings in the Stock
Selection Guide.

Implied Annual Return

This figure is the sum of implied internal growth and projected average divi-
dend yield (from the SSG). The assumption is that dividends will grow as
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fast as earnings grow, and that the current P/E ratio will be maintained or im-
proved.

References

For those who wish to go beyond these brief descriptions and interpretations,
the following readings (in increasing order of complexity) are recommended:

Tracy, John A. How to Read a Financial Report. Wiley & Sons.

Vaue Line. Evaluating Common Stocks. Booklet supplied when you sub-
scribe to the Value Line Investment Survey.

Weston and Brigham. Essentials of Managerial Finance. Dreydon Press.
Bernstein, Leopold. Financial Statement Analysis. Dow Jones [rwin.
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16: Program Updater

Keep your copy of Stock Analyst current with the built-in Program Up-
dater.

Check for Program Updates

Stock Analyst includes a built-in Program Updater function that will auto-
matically download and install any updates from ICLUBcentral’s Internet
server.

The Program Updater allows users to download small “patch” files that cor-
rect bugs or add new features to the software without requiring you to
download and re-install a complete new copy of the software.

F~ Stock Analyst
File Wiew Options indow BgEd

Ol |J E fg Cankents

Search For Help ©n...
Glossary

Praogramm Manual

Cuick Start Guide
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BED BATH & BEYOMD INC copy

To use the updater, select Check for Program Updates from the Help menu in
the software. If you're not connected to the Internet, Stock Analyst will dis-
play a warning message asking you to try again after you establish an online
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connection with your Internet Service Provider.
Then, follow the instructions in the dialog boxes that will appear on your
screen to download and install the update.

While you can check for updates at any time, ICLUBcentral will announce
the availability of updates on its web site, in its email newsletter and/or via
email to Stock Analyst users.
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Glossary

Accounts Payable: Money owed by a company and payable within one
year. It islisted on the Balance Sheet under Current Liabilities.

Accounts Receivable: Money owed to a business for merchandise or
services sold on an open account. It is found on the Balance Sheet under
Current Assets. It isused in analyzing a company's liquidity.

ACE — Analysts Consensus EPS: An estimate of the current fiscal year
EPS. Thisvaueisavailablein the S& P Stock Data Servicefiles or Vaue
Line sheets. It is one of 3 choices that can be used to calculate projected
PE in Part 3 of the SSG Analysis.

Alert P/E Ratio: The average P/E times 1.5 is the standard setting. This
is a point above which a stock would be considered overvalued. The al-
ternate choice is the Average High P/E. This tends to be lower and gives
an earlier aert.

Amortization: An accounting procedure that periodically expenses part
of the cost of a fixed asset. The book value of the asset is reduced by the
amount recognized as an expense during an accounting period. The book
value declines to reflect resale value. For natural resources it is called
depletion.

Annual Report: The formal financial statements and report on opera-
tionsissued by a corporation to its shareholders after its fiscal year end.

Asset Allocation: The diversification of investments among different as-
set classes, e.g. stocks, bonds, short-term money market instruments.

Assets: Items of value owned by and owed to the company and used to
produce products for sale and to generate profits. Total assets are listed
in the Balance Sheet of the company’ s annual report. The “tools’ used by
the company to produce products for sale and to generate profits.

Assets to Equity: The ratio of assets to equity in the company, a meas-
ure of leverage, which has a bearing on profitability of the firm.

Average Dividend Yield: Part 5 of the SSG expresses the potential for
average annua dividend yield. This combines with price appreciation to
show a potential total return. The formulafor Average Dividend Yield is
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(EPS x Average Payout) / current price
where EPS = Estimated High EPS/ (1 + EPS Growth) *°

Companies that pay a dividend will generally increase the dividend as
EPS grow. Share price growth will usualy follow the dividend increases
and thus keep dividend yield at a constant percentage.

Average High PE: The average high price to earnings ratio (PE) for the
past 5 years, in Parts 3 & 4 of the SSG. Used to calculate a forecast high
price.

Average Low PE: The average low price to earnings ratio (PE) for the
past 5 years, Parts 3 & 4 of the SSG. Used to calculate a forecast low
price.

Average Low Price: The average of low prices for the last 5 years, in
Parts 3 and 4 of the SSG. This represents a possible low price for a cycli-
cal company (e.g. General Motors) whose stock price tends to fluctuate
in cycles over approximately a5 year period.

Average % Payout: The 5-year average of the percentage of the com-
pany’s profits paid out in dividends to shareholders. Found in Part 3 of
SSG.

Dividend per share/ (EPS x 100)

A high % payout can be a danger sign. Recent payout figures higher than
50%, and higher than the average payout, may forewarn of a dividend
cut. A dividend cut would likely cause the stock price to fall. Generaly,
the higher the payout ratio, the lower the expected growth rate for the
company’s EPS in the future.

Sometimes, although the dividend payout is more than earnings, the
company has strong cash flow and can cover the dividend in the short
term. However, a company paying out dividends in excess of earnings on
arecurring basisis arisky investment.

Average PE (Ratio): The average of the high and low P/Es for a particu-
lar time period.

In Stock Analyst, the average of the Average High and Average Low
Price to Earnings ratios for the past 5 years. Used in Part 3 of SSG as a
measure of value by comparing it to the Current PE ratio.

Average Pre-tax Profit Margin: Pre-tax Income divided by Sales as
used in evauating management, Part 2A of the SSG. This measures how
well management converts sales dollars into profits, after deducting all
the operating expenses for making and selling its products. The last two
years' figures are compared with the 5-year average to show the trend of
growth.
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Average Profit Margin: see Average Pre-tax Profit Margin.

Balance Sheet: A financia statement showing the nature and amount of
a company’s assets, liabilities, and shareholders equity on a given date.
Itisissued annually and quarterly.

Beta: The Standard and Poor's 500 Stock Index has a beta coefficient of
1. Any stock with a higher beta shows more volatile price movement
than the market, while a lower beta suggests a stock price will rise and
fall more dowly than the market. There are differing opinions about the
value of using beta.

Blue Chip: A common stock of a nationally-known company that has a
long record of profit growth and dividend payments, as well as a reputa-
tion for quality management, products, and services.

Book Value/Share: Thisisthe value of the common shares as accounted
for on the company’ s balance sheet. It is the amount of net assets (which
isall assets minus al liabilities and preferred stock issues) divided by the
number of common shares outstanding.

The book value may have no similarity to the actual cost per share on the
stock market (called market value), or even to the sum of money that the
shareholder would receive if the company dissolved. Companies that are
running their businesses very successfully may sell at many times their
book value, while those doing poorly may sell at a discount to their book
value.

Increasing book value generally indicates that the company is accumulat-
ing assets faster than debt - a good sign. Decreasing book value may be
due to research and development expenses, writing down assets, losing
money from operations, or issuing more shares. Book value is used to
calculate Return on Shareholders' Equity (ROE) in Part 2B of the SSG.

Bottom-Up Approach to Investing: The search for individual stocks
that have outstanding performances, even within an industry that is not
performing well.

Buy Zone: Found in Part 4 of the SSG. The price range within which
you may buy the stock. This range was developed by forecasting high
and low prices for the company. The total high to low range was divided
into price segments.

The current stock price should be well within the Buy zone to make a
conservative investment choice and to provide a good opportunity for
price appreciation. (This assumes that all other criteriaindicating a good
company are met.)

Capital Gain (Loss): The profit or loss from the sale of a capital asset
such as a stock.
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Capital Stock: Ownership shares of a company, consisting of all com-
mon and preferred stock.

Capital Structure (or Capitalization): Total dollar amount of all debt,
preferred and common stock, contributed surplus, and retained earnings
of acompany.

Cash Flow: A company’s net earnings plus any deductions that are not
paid out in cash, such as depreciation and deferred income taxes. A com-
pany pays dividends from this cash amount. Some analysts consider this
figure more meaningful than net income because it is the actual amount
of money generated.

Coefficient of Correlation: See R? (R-squared).

Common Dividends: Newer companies growing rapidly may pay a
modest dividend, preferring to reinvest their profits to grow the business.
M ore established companies often pay a dividend quarterly.

Found in Part 3 of SSG. Note Column F to see whether dividends have
been growing over time and compare to the current year's dividend.
Regular payment and growth of the dividend will help support the stock
price.

Also see Dividends.

Common Equity: The ownership of the company may be held by two
classes of shareholders - preferred and common. The stock held by the
second group is called the common equity of the company.

Shareholders’ equity - redemption value of any outstanding pre-
ferred shares

Common equity is useful in measuring the performance of a company’s
management. See Part 2B of the SSG, Return on Equity (ROE).

Common Stock: A unit of ownership in a company. Common share-
holders receive dividends after preferred shareholders (if the company
has issued preferred shares). In the event of the company’s breakup,
owners of common shares are the last in line to receive their interest in
the company’ s assets.

Compounding: In Part 5 of the Stock Selection Guide, compounding is
used to calculate the 5-year potential return. By holding the stock over 5
years and investing the dividends back into the company, the money you
originally invested will grow larger through price appreciation, dividend
growth, and dividends growing upon dividends.

Consolidated Financial Statements: A presentation of the financia po-

sition of a parent company and its subsidiaries as one entity in afinancial
statement. See Annual Report.
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Continuing Operations: A term used in an income statement to |abel
income of arecurring nature, rather than that caused by sales of assets or
discontinued operations.

Current PE Ratio: In Stock Analyst, it is calculated using the last 4 re-
ported quarters of earnings per share.

Current Price/ Current EPS.

Found in Part 3 of SSG. Comparing it to the average PE ratio shows over
or under valuation of the company. Divide the current PE by the 5-year
average PE. If theresult is 1 or less, the stock is undervalued.

Current Asset: An asset that would be readily converted into cash or
consumed in the production of income, usually within a year. This usu-
aly includes cash, receivables, and inventories.

Current Liability: A debt due, usually within a year. Usualy includes
accounts payable, taxes, wage accruals and short term debt.

Current price to the Buy zone: Shown in the PERT Summary as
CurPr/BuyZn is a ratio that compares the current price to the buy/hold
value, i.e. avalue of 1.2 would indicate 20% above the buy/hold value, a
value of 0.8 would indicate 20% below the buy/hold value. This provides
a quick indication of relative merit for buy/hold decisions at club meet-
ings

Current PE Ratio: In Stock Analyst, it is calculated using the last 4 re-
ported quarters of earnings per share.

Current Price/ Current EPS.

Current Ratio: The sum of current assets divided by current liabilities.
This shows the company’ s ahility to pay its current obligations from cur-
rent assets. A ratio of 2 to 1 or better is sought for good quality compa-
nies.
Current Return: The annua rate of yield on an investment.

For stock, calculated by: yearly dividend / market price

For bonds, calculated by: interest rate / current price

Current Yield: Measures the percentage annua return from dividend
payments.

Current Dividend / Current Price

Found in Part 3 of SSG. Note Column H refers to the High Yield, using
the low stock price for the calculation.

Cyclical Stock: A stock in an industry particularly sensitive to swingsin
economic conditions. Examples are the housing and automotive indus-
tries.
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Database: A specia computer file that holds information. Within Stock
Analyst, the database holds all the information for companies you have
studied and saved, as well as comparisons saved. The database can be
seen in Windows Explorer in the Stock Analyst directory. It islabeled as
sa3.mdb.

Datafile: This term identifies a specially formatted file containing data
for acompany. Y ou can use datefiles to exchange studies with others that
have analysis software. The two file formats are .SSG and .SDF.

Debt Due: The sum of bank and other notes payable within 12 months or
less and the portion of long term debt payable within ayear.

Debt to Capital Ratio: The ratio of total debt to total capital (short &
long term debt / capital).

Total debt (i.e. short + long term debt) / total capital (long-term
debt + shareholders’ equity)

The percentage Debt to Total Capital is found in the heading of the SSG
Graph. A suggested acceptable percentage is up to 33%. Debt must be
funded in good times and bad, so a company going through a bad slump
has a better chance of recovering if its debt load is not too high.

Keep in mind that debt serves the useful function of helping the company
grow. It is up to management to use it wisely and grow the sales and
earnings.

Check the Glossary for further definitions for total debt and total capital.

Debt to Equity Ratio: Debt/Equity shows the company’s reliance on
borrowed money to maintain and grow the business. It varies among in-
dustries.

Long term debt / book value x number of shares outstanding

Also calculated as: long-term debt divided by common share-
holders' equity

If a company has predictable sales and can control the pricing of its
products in the marketplace, then the risk of carrying debt is lessened.
This is why regulated utility companies may carry much higher debt
loads (up to 70% of equity) than companies in highly competitive busi-
Nesses.

Generally the amount of debt and the fluctuation of the debt ratio from
year to year are indicators of how well the management is running the
business.

Depletion: An equivaent of depreciation for oil and gas reserves; an al-
lowance that reduces taxable income.

Depreciation: The accounting procedure that makes systematic charges
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against earnings to write off the cost of afixed asset over its useful life.

Diluted Common Shares. The number of sharesif al options, warrants,
rights, or convertible securities are converted to common shares.

Diluted Earnings per Share: Since 1997 U.S. companies have been re-
quired to report diluted EPS as well as basic. Diluted EPS account for
potential additional shares being distributed from options, warrants, or
rights that may be converted or exercised. If there is a choice, choose di-
luted EPS.

Diversification: In order to reduce risk, it is wise to own the best com-
pany in at least 10 industries (depending upon the size of your portfolio).
Choose industries that are likely to have better growth than the economy
asawhole.

Another way to diversify isto buy companies of various sizes in different
industries. Size can be measured by the dollar figure for sales, (up to
$400M = small company; above $4Billion = large company; middle-
sized companies are in between.

Dividend: Dividends are paid to two kinds of shareholders. Preferred
dividends are paid at a specified rate to shareholders who have purchased
Preferred shares. Should the company be in financial difficulty, the pre-
ferred shareholders would receive their due before the common share-
holders.

Common shareholders may or may not receive a dividend. It depends
upon the wishes of the Board of Directors. If a company has a history of
paying dividends, it will likely continue to do so. If the dividend is cut,
the stock priceislikely to fall.

Dividends may be paid in the form of cash or stock. Generally a growth
company pays out no more than 50% of its earnings in dividends to
shareholders. When a company has been growing rapidly over several
years, it islikely to pay a modest dividend so that it can reinvest earnings
in the business. In this way it will build value over the long term. Part 3
of the SSG reports the dividend paid, as well as the high dividend yield
and the payout ratio.

Also see Common Dividends.

Dividend Payout Ratio: A measurement of the percentage amount of
net income paid out in dividends rather than retained by the business to
help it grow. The historical % payout is found in Part 3 of the SSG. The
formulais:

Dividend / EPS x 100

Recent payout figures higher than 50% (and higher than the average
payout) may forewarn of adividend cut. This cut may result in the stock
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price faling. Sometimes, although the dividend payout is more than
earnings, the company has strong cash flow and can cover the dividend.
However, a company paying out dividends in excess of earnings on a re-
curring basisis arisky investment.

Dividend Reinvestment Plan — DRIP: An investor can up set this kind
of account to reinvest automatically shareholder dividends by buying
more shares of the company’s stock. This allows dollar cost averaging to
occur. This is also good for companies, giving them a steady source of
new funds for growing the company.

Dividend Yield: The dividends per share paid to shareholders, expressed
as a percentage of share price (Part 3 of SSG). Column H reports the %
high dividend yield (annual dividend / low price * 100). The top line re-
ports the current dividend yield (current dividend / current price).

Total return on your stock investment is usually measured by adding the
dividend yield percentage to the percentage return from price growth of
the stock.

Dollar Cost Averaging: Investing equal amounts of money in a specific
security at regular intervals over a period of time. This averages the cost
paid per unit.

DRIP: See Dividend Reinvestment Plan

Earned on Equity: See Return on Equity (ROE).

Earnings per Share (or EPS): The net income or profits (after taxes)
divided by the number of shares of common stock outstanding. The his-
tory of EPS isfound on the SSG Graph and also in Part 3.

There are several kinds of EPS reported. Two of the most common are
basic or diluted. Basic shares are fewer in number than diluted. For Basic
EPS, net income is divided by the number of common shares out-
standing. This produces a larger EPS number than when using a diluted
number of shares.

It is wise to use either basic or diluted EPS consistently in your stock
analyses.

Another kind of EPS reported may be non-recurring EPS. This is hap-
pens on occasions when a company has had an unusual, non-repeating
occurrence that affected its earnings. Generally you would exclude this
non-recurring event. However, you would want to understand any possi-
ble long-term consequences of the occurrence.

Beware companies whose earnings are erratic over time, negative, or de-
clining in value.

Equity: see Shareholders Equity.
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Estimated Low Price: The estimated lowest price that the stock may
reach over the next 5 years. Found in Part 3 of the SSG. The formulais:

Average Low PE x Estimated Low

This very important number sets the bottom of the Buy Zone. If you have
an extreme upside/downside ratio (10 or higher), then likely your low
price has been set too close to the current price.

Exchange: The market where stocks are bought and sold. For example:
New York Stock Exchange (NYSE), American Stock Exchange
(AMEX), National Association of Securities Dealers Automated Quota-
tions Stock Market (NASDAQ), and Over the Counter (OTC).

52 Week Hi/Low Prices: The highest and lowest prices for the stock in
the last 52 weeks.
Fiscal Year: A corporation’s accounting year. A corporation's fiscal year

may differ from the calendar year. Fiscal year is defined in various ways,
according to the source of the data.

Vaue Line: If the fiscal year ends prior to May 15, 1999, the la-
bel will be FY 1998. May 15, 1999 or later will be FY 1999.

Standard & Poor’s Reports. Regardless of date, the fiscal is the
calendar year in which fiscal year ends.

S& P Stock Data Service files: If the fiscal ends prior to June 1,
1999, the label will be FY 1998. The fiscal year ending June 1,
1999 or later will be labeled FY 1999.

Fixed Asset: A tangible, long term asset such as land or building, held
for use rather than sale.

Forecast High Price: The estimated highest price that the stock may
reach over the next 5 years, assuming that the company reaches the tar-
geted EPS and sells for its High PE ratio. Found in Part 3 of the SSG.

Average High PE x Estimated High EPS.
This number sets the top of the Sell Zone.

Forecast Low Price: The estimated lowest price that the stock may
reach over the next 5 years, assuming that the company operates nor-
mally. Found in Part 3 of the SSG.

Average Low PE x Estimated Low EPS.
This number sets the bottom of the Buy Zone.

Form 10-K: The annual report required by the Securities and Exchange
Commission (SEC) in the U.S. for every company with 500 or more
shareholders or $1 million or more in gross assets. This form becomes
public information when filed with the SEC. It is available on the Inter-
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net or from the company.

Form 10-Q: The quarterly report of a company with listed securities, re-
quired to be filed with the SEC. It is less comprehensive than the 10-K
annual report and does not require that figures be audited. It may cover
the specific quarter or it may be cumulative. It should include compara-
tive figures for the same period of the previous year. It is available on the
Internet or from the company.

Fundamental Analysis. A method of security analysis based on funda-
mental facts found in a company’s balance sheet and income statement
e.g. sdes, earnings, dividends. These past records are examined to at-
tempt to predict the company’s future growth of sales and earnings as
well as stock price growth, for example. This is the methodology used in
Stock Analyst.

Growth Objectives: Look for a company growing sales and earnings
fast enough to grow price 100% over 5 years. This equates to 15% an-
nual price appreciation when compounded. A company whose sales and
earnings are growing at 8%-10% can achieve price appreciation of 15%
if purchased at alower than average price to earnings ratio (PE).

Growth Stock: A company with excellent prospects for above-average
future increases (or growth) for sales, earnings, and price. Look for a
company that is aleader initsindustry.

High PE: The highest Price-Earnings ratio at which the stock sold dur-
ing the year. See Part 3 of the SSG for the five-year history for PE ratios.

High Price/ EPS

High Yield: The highest dividend yield for a particular year (in SSG Part
3).

yearly dividend / year’ s low price x 100

It is useful to measure the current dividend yield against the historical
high yield. If the current yield is lower, then there may be room for an
increase in dividend to bring the yield closer to the former high.

Hold Zone: Found in Part 4 of the SSG. This range was developed by
forecasting high and low prices for the company and dividing the total
into 3 price segments.

When the current price reaches the hold range, you should continue hold-
ing the stock, neither selling your paosition nor buying more shares. Con-
tinue to track the sales and earnings results quarterly to see how the
company is meeting your expectations for growth.

Implied Growth: The future growth rate for earnings, implied by the
company’ s average return on equity and earnings retention rates.
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Implied Return: The sum of implied internal growth + projected aver-
age dividend yield.

I ncome Befor e Profit: See Pre-tax Income.

Income Befor e Taxes. See Pre-tax Income.

Income Statement: The portion of a financial report showing income
and expenses and comparing them to the same period last year. The in-
come statement is also called the earnings report.

Industry: Category groupings for companies according to their business.
These may vary somewhat according to the authority doing the grouping
(e.g. Value Line, Standard & Poor’s, etc.). When looking for good in-
vestments, it is wise to compare several companies in the same industry
and to pick the best of the group for purchase.

Industry Sector: A grouping of industries into a broader economic defi-
nition. (e.g. transportation).

Insider Owner ship: Employees, executives and directors who have their
own money invested in the company are ‘insiders’. By holding shares,
they show that they have confidence in the security and future of their
investment. They have extraincentive to make the company profitable.

The percentage of insider ownership desirable isajudgment call. At 51%
or more, the insiders definitely have the controlling interest. Thistermis
found in the header of the SSG Graph.

Institutional Ownership: The percentage of shares held by mutua
funds, trust funds, and other professiona managers who hold large
blocks of shares for their clients. Fund managers tend to make changesin
their portfolio of stocks more frequently and for different reasons than
individual long-term investors do. These large sales can create larger
than normal price changes. This is why a substantial percentage of insti-
tutional ownership may be considered a disadvantage. This term is found
in the header of the SSG graph.

Intangibles: Assets such as goodwill, patents, unamortized debt dis-
counts and deferred charges.

Interest Coverage: The number of times al interest charges are earned
by pre-tax, pre-interest earnings, typically at least 3 times. Interest ex-
pense + pre-tax income / interest expense.

Inventories. Raw materials + work in process + finished goods.

Inventory Turnover: The ‘convention' is to divide sales by the inven-
tory. However, it is more realistic to divide the cost of goods sold by in-
ventory. This ratio shows how many times the units of inventory of a
company are sold and replaced during an accounting period.
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Investor: A person who seeks to minimize risk in the purchase of securi-
ties. Companies with good track records are preferred and purchase at
fair value is important. Companies are held for the long-term (at least 3
to 5 years) rather than trying to time the market.

Investor Sentiment: Investors expectations of how a market will per-
form. It is described as bullish (with expectation of higher prices) or
bearish (lower prices).

Judgment: The human element that is necessary for successful invest-
ing. Computers can crunch numbers, follow formulas, and provide some
artificial intelligence; but judgment is crucia for making the careful de-
cisions. The investor must be informed about the company’s past, its fu-
ture plans, and be prepared to make some educated estimates about fu-
ture trends. In al cases, judgment must be applied when doing any
analysisin Stock Analyst.

Lagging PE Ratio: See Trailing PE Ratio.
L eading PE Ratio: See Projected PE Ratio.

Least Squares: A method to calculate the growth of the lines on the
SSG graph. This growth calculation uses the logarithm of the values. As
the log of numbers less than 1.0 is mathematically undefined, the com-
puter tests for this condition and alters the data values so that a calcula-
tion can be made. Least squares produces a more conservative result than
the mid-point method.

Leverage: The extent to which a company uses debt to finance expan-
sion and growth. It is measured by the Debt to Equity and Debt to Capi-
tal Ratios. When comparing companies’ leverage ratios, do so within the
same industry, to be fair.

Liabilities: Debts of a corporation, usualy divided into current (those
due within one year) and long-term (those payable after one year).

Liquidity: The ability of a company to convert assets into cash or
equivalents without significant loss. Good liquidity enables a company to
earn discounts, maintain a good credit rating, meet obligations promptly,
and take advantage of market opportunities.

Long-term Debt: Often companies need more funds to support their ac-
tivities than their profits can provide. Therefore they will borrow money
and make interest payments regularly. Long-term debt describes the debt
amount due after one year or more.

Low PE: The lowest PE ratio at which the stock sold during the year.
See Part 3 of the SSG for the five-year history of PE ratios.

Low Price/ EPS
Low Price Estimate; Part 4B of the SSG. The investor must estimate the
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lowest price that will occur during the next five years in order to set the
zoning. There are several choices here, depending upon the type of com-
pany and its market history.

Market Capitalization: The dollar valuation of the total number of
shares times the current price. This value is sometimes used by investors
to classify stocks by size. It is not as reliable as classifying by sales dol-
lar value because the price of a stock can be very inflated by the market
and not truly representative of its size.

Mid-Point: Thisis a method of calculating sales and EPS growth on the
SSG Graph. It bases growth on averaged values. For 10 years of data,
averages are calculated for the first and last 5 years. Each average deter-
mines a point between which an imaginary line is drawn to calculate the
growth of the slope. For an odd number of years, the datais split so that
the middle year is accounted in both averaged sums.

Net Asset Value: Total assets of a corporation lessits liabilities.
Net Earnings: See Net Profit.

Net Income: See Net Profit.

Net Income Before Taxes: See Pre-tax Income.

Net Interest Margin: A ratio used for evaluating management for bank
stocks. The difference between interest paid and interest collected.

Net Interest Income/ Total Earning Assets

Net Profit: Also called Net Earnings or Net Income. Profits remaining
after al expenses and taxes are applied and out of which dividends are
payable.

EPS x number of shares

Net Profit Margin: A Value Line measurement defined as net income
before non-recurring gains and losses as a percentage of sales or reve-
nues.

Net Profit after Taxes/ Sales
Net Worth: see Shareholders Equity.
Online Premium Services (OPS): See Standard & Poor’'s Stock Data
Service.
Operating Income: The income from normal company operations, after
deducting all expenses except taxes.

Operating Margin: A Vaue Line measurement defined as operating
earnings (before deduction of depreciation, depletion, amortization, in-
terest and income tax) as a percentage of sales or revenues.

OPS: See Standard & Poor’s Stock Data Service.
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Outlier: A data figure that appears unusual from the normal trend. It is
generally caused by extraordinary or non-recurring financial events.

Payback Period: The length of time it takes for the company’s accumu-
lated earnings to equal the price of the stock, assuming that they grow at
the forecasted rate.

Payout: The percentage of the company’s profits (EPS) paid out in cash
dividends to shareholders. See Part 3 of the SSG. The formulais:

Dividends per Share/ EPS x 100
The remaining EPS not paid in dividends are reinvested in the company.

Y oung, fast-growing companies often have a low payout percentage be-
cause they can better use the funds to grow the company. An increasing
payout ratio may show that the company is maturing and growing more
slowly, so has less need for cash for expansion.

If the payout ratio is unusualy and overly large (60%+) the company
may be paying out too much dividend. There may be arisk that the divi-
dend will be cut, with a resulting fall in the stock price. Remember that
some kinds of companies, such as utilities, normally have a high payout
ratio.

Percent Payout: The percentage of the company’s profits that are paid
out in dividends to shareholders.

Dividends per Share x 100/ EPS

Percent Retained to Common Equity: A Vaue Line measurement,
known as % Retained to Common Equity, defined as net profit less
common and preferred dividends divided by common equity, expressed
as a percentage. Also called Plowback Ratio.

PERT: Portfolio Evaluation and Review Technique. A system of portfo-
lio management.

Plowback Ratio: See Percent Retained to Common Equity.
PM G: Portfolio Management Guide.

Potential Annual Appreciation: Found in Part 5A of the SSG. Refers to
the potential percentage growth of the price of the stock, from the current
price to the forecast high price 5 years ahead, compounded annually.
This number is based on the analysis decisions that you made in your
SSG. Combined with a dividend yield, it makes up the possible Total Re-
turn percentage.

Potential Dilution: Reported in the heading of the SSG graph as a per-
centage. Any outstanding options, warrants, or convertible debentures
that are converted to common shares will dilute the value of those shares.

Potential Dividend Yield — Average: Found in Part 5B of the SSG.
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Suggests the potential percentage dividend payments, compounded
yearly over the next 5 years. Combined with price appreciation, yield
makes up the possible total return percentage. Also see Yield.

Potential Total Return: Found in Part 5C of the SSG. Suggests the po-
tential compounded return on your investment over 5 years, based on the
analysis decisions that you made in your SSG. It supposes that you
bought the stock at the current price, earned the average dividend yield,
and sold at the forecast high price to achieve the potential annual price
appreciation.

Preferred Dividends: These dividends are paid at a specified rate to
shareholders who have purchased preferred shares. Should the company
be in financia difficulty, the preferred shareholders would receive their
due before the common shareholders. Preferred dividends are used as
part of the SSG Graph Preferred Procedure method for predicting EPS 5
yearsinto the future.

Preferred Procedure: Estimates earnings per share by applying profit
and tax margins to the projected sales rate 5 years in the future. This cen-
ters attention on profitability rather than sales expansion.

A formula that may be used in the SSG Graph to estimate earnings per
share five years ahead. It starts with the sales growth projection devel-
oped in the SSG Graph. (Thisis used because sales growth is historically
more consistent and stable than earnings growth.) From sales are sub-
tracted expenses, taxes and preferred dividends. The result is then di-
vided by the shares outstanding to show the 5-year forecast for EPS.

It is worthwhile to compare this sales-based EPS projection with other
methods. This should help to confirm the reasonableness of your future
5-year EPS projection.

Preferred Shares: Used in the calculation for Preferred Procedure. Pre-
ferred shares rank higher in importance than common shares. Dividends
are an obligation and have to be paid before common share owners can
benefit from company profits.

Pre-tax Income: Also may be caled Net Income Before Taxes, Income
Before Profit, or Income Before Taxes. This is the profit made by the
company before paying taxes.

Net Income/ (1 - tax rate as a decimal)

Pre-tax Profit on Sales: Also called Thisis expressed as a percentage in
Part 2A of the SSG. Dividing the pre-tax income by net sales determines
the pre-tax profit on sales. Thisis also called the Profit Margin or Profit-
ability.

This measures the effectiveness of management in controlling expenses
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and is a useful measure of overall operational efficiency when compared
with prior periods or with other companies in the same business. This
“return on sales’ varies widely between industries (e.g. 2% return for su-
permarkets is reasonable, but manufacturing industries should return 4-
5%). A declining profit margin can be caused by declining sales, declin-
ing efficiency, aging plant and equipment, or inappropriate management
decisions.

If quarterly pre-tax income is not available, you can estimate the tax rate
from the yearly tax rate.

(Net Income/ (1 - Tax Rate)) /Revenues

Price-Earnings Ratio (PE): This may aso be called the stock’s muilti-
ple. It is a measure of value found in Part 3 of the SSG. The formulais
Price divided by EPS.

PE represents the amount investors are willing to pay for each $1 of
earnings. This PE value will fluctuate. The higher the PE ratio, the riskier
and more volatile the stock. Investors are willing to pay a higher PE for
faster growth and potential return.

There are various EPS formulas for PE. A trailing PE uses reported earn-
ings from the last fiscal year. A current PE uses earnings from the current
quarter back 4 quarters. A leading PE uses earnings forecasted up to a
year ahead.

Price Appreciation: Growth from the current price to the forecast high
price gives us the price appreciation calculation. Price appreciation is
shown in Part 4E of the SSG using a simple interest calculation.

Part 5C of the SSG shows the simple and compounded yearly rate of re-
turn. 15% compounded approximately equals 100% in simple interest.

Price/Buy Zone: A ratio that indicates whether the current price meets
the target buy zone set in your analysis. If above 1, the stock is more
costly than your target price.

Price Dividend Will Support: A company with a large dividend yield
will have substantial price support. A large dividend yield is anything
larger than %2 the bank interest rate. This support price is calculated in
Part 4Bd of the SSG.

Price Target: Part 4E of SSG. This shows the potential percentage ap-
preciation over the next 5 years if the current stock price increases to the
forecast high price (Simple interest is cal cul ated).

Profit Margin: See Pre-tax Profit on Sales.
Profitability: See Pre-tax Profit on Sales.
Projection Line: In the SSG Graph, this line is drawn by the computer
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or the user to estimate future growth for EPS or sales.

Projected EPS: Found in the SSG Graph. Y our projection for EPS from
the last fiscal year line, five yearsinto the future.

Projected PE Ratio: Also called Leading PE Ratio. This ratio uses 4
consecutive quarters of EPS, at least one quarter of which is forecasted.
Projected PE is an option used in Part 3 of the SSG.

Current price/ projected EPS.

The market drives stock prices up or down in anticipation of company
results. Using forecasted EPS with the current price gives a PE that is
more balanced with the current market value of the stock.

Quarterly Percentage Changes. Found in the box at the top left of the
SSG Graph. Thisreports the latest quarterly results for sales and earnings
and compares them to the same quarter last year. The percentage growth
guarter over quarter is given.

Quarterly Sales: Sdes for the most recent quarter. Found in the Quar-
terly Data window.

Quick Ratio: A liquidity measure, also caled Acid-Test Ratio. Cash
plus cash equivalents plus trade receivables divided by total current li-
abilities. A ratio of 1to 1 or better is usually satisfactory.

R? (R-squared): The result from calculating growth, using the Least
Squares method, which indicates variability of data to an idea growth
curve. A value of 1 would indicate a perfect fit and therefore no variabil-
ity to the ideal. Values vary between 0 and 1. Also know as Coefficient
of Correlation

Recent Severe Market Low: The lowest stock price during the last 3
years. It is one of the choices for estimating the Future Low Price in Part
3 of the SSG. It is usually considered for cyclical companies or compa-
nies doing a turnaround from bad times.

Receivables: Sales that have been booked by the company but not col-
lected.

Relative Value: Theratio of the current PE to the 5-year average PE. It
measures whether the current value of the stock is less or more than the
average value that investors were willing to pay during the last 5 years.

Current PE / average PE

The current PE is affected by current price and earnings. The average PE
depends upon any changes made to average high and low PE Ratios dur-
ing analysisin Part 3. Attractively valued stocks have a relative value of
1 or less. A range of about 0.75 to 1.10 may be acceptable. Lower rela-
tive values may indicate arisky situation, rather than a‘great buy’.
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Retained Earnings: The earnings retained by a company after payment
of al expenses and dividends. Retained earnings grow as they accumu-
late year after year. They are shown on the company’ s books as a cumu-
lative amount in the Balance Sheet section under Shareholder Equity.

Return on Equity (ROE): Also called Earned on Equity. ROE tells how
effectively company management is using the shareholders' money to
make a profit. Thisis useful for comparisons among companies. See Part
2B of the SSG for ROE results.

A simple formula is Net Income divided by Shareholders’ Equity. Gen-
erally, the higher the ROE, the more efficient the management and the
better the return to shareholders.

It is expected that there will be some variation in the ROE numbers over
time. For example, issuing more shares increases shareholders equity.
This causes the return on equity to decline until management can invest
the new funds and generate new earnings.

Ancther decline in the ROE trend can occur when a company relies
heavily on debt. If interest expenses rise significantly, net income will
likely be reduced. Therefore ROE will be less. Return on equity is a bal-
ancing act between careful use of debt and good use of assets.

Revenues (or Sales): The amount collected for al goods or services sold
during the period. Sales are crucia to the success of the company be-
cause sales provide the income for operations. (although the company
may also borrow money.) There must be enough sales to support com-
pany activities and debt repayment.

Historical sales growth is shown on the SSG Graph. The percentage
growth rate is measured by the trend line.

Rule of 72: A formulafor approximating the time it will take for a given
amount of money to double at a given compound interest rate. The for-
mulais divide 72 by the interest rate. To double your money at 6% inter-
est takes 12 years (72 divided by 6% interest = 12).

Rule of 5: Experience in using Stock Analyst’s investment methods sug-

gests that of 5 stocks purchased, 1 will do better than you expect, 3 will
do as you expect, and 1 will do worse than you expect.

S& P Financial: This Standard and Poor's ranking rates the company’s
growth, quality, and stability of earnings and dividends using 8 levels,
from A+ (highest) to B+ (average) to C (lowest) to D (in reorganization).
Sales: see Revenues.

Scale Factor: On the SSG Graph, the values for the points on the growth
lines (as shown by the vertical numbers on the left of the graph) are mul-
tiplied by this factor to give the actual value.
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The scale shows in the Recent Quarterly Figures box on the left top cor-
ner of the Graph. Alter the scale factor by right-clicking on the data line
on the Graph. Select Move Up, Move Down, or Reset Scale.

SDF Files: Stock Data Format files contain company information gener-
ated from the Stock Anayst program. This is the recommended format
for exchanging company studies with other Stock Analyst users or for
archiving individual company information.

SSG Files: SSG is the standard format used for S& P Stock Data Service
files. This format contains some but not all the data used in Stock Ana-
lyst. To exchange information with users of other software, use the SSG
file format. For other Stock Analyst users, choose the SDF file format.

Security: An investment vehicle such as a stock, bond, option, or war-
rant.

Sell Zone: Found in Part 4 of the SSG. This range is developed through
forecasting high and low prices for the company and dividing the total
range into 3 price segments.

When the current price moves into the upper zone, it is time to re-
examine the fundamental s of the company and consider replacing it with
another stock of equal quality but better value and potential.

If the company’s growth rates for sales and earnings are continuing, you
may decide to hold. If the growth rates are dropping and prospects are
declining, you may decide to sell. If the fundamental growth is good, the
price continues to climb, but the PE ratio is very high, you may decide to
sell a portion of your holdings. Continue to monitor the stock closely
each quarter.

Shareholders' Equity: Also known as Equity and Net Worth. The term
identifies shareholders' ownership interest in a company. Equity is useful
in measuring the performance of a company’s management (called Re-
turn on Equity — ROE). See Part 2 of the SSG.

The equity ownership of the company usually held by two classes of
shareholders — preferred and common. It may include preferred and
common shares, paid-in capital (capital surplus), retained earnings
(earned surplus), and Treasury stock.

The accounting definition is al assets on a balance sheet (including in-
tangibles) less al liabilities (current, non-current liabilities, and long-
term debit.

Shares Authorized: The number of shares of stock provided for in the
Articles of Incorporation of a company. This figure is usually found in
the capital accounts section of the Balance Sheet and is usually well in
excess of the shares Issued and Outstanding. It can be increased by avote
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of the shareholders.

Share Split: Directors of a company may order a share split to make the
shares more affordable for investors. If a shareholder holds 100 shares at
the current share price of $40 and the stock splits 2 for 1 (2 new for 1 old
share), the new share price would be $20 and the shareholder would then
hold 200 shares.

In both cases, the value of the shares would remain at $4000. Dividends
would be treated the same way, with the total value remaining the same.
Share splits only change items relating to numbers of shares. Sales and
net income do not change, for example.

Short Term Debt: All debt due in the next 12 months. This figure is
found on the Balance Sheet under current liabilities.

Simple Aver age Calculation: Found in Part 3 of the SSG.

Standard & Poor’s Stock Data Service: Formerly Online Premium
Services (OPS). A subscription data service offering direct online access
to S& P Compustat financial data on over 7,000 stocks with data updated
daily. Call BetterInvesting at www.betterinvesting.org.

Stock Comparison Guide (SCG): A form used to compare the features
of 2 to 5 stocks in order to find the best for purchase. Its use is preceded
by an SSG analysis for each stock to make sure each is worthwhile for
comparison. Note that comparisons are most meaningful when made
among companies with similar characteristics or in the same industry.

Club members could also use the SCG to combine several members
analyses for the same company. This would provide a focus point and
easy reference for discussion about a single stock.

Stock Dividend: A payment of additional stock to shareholders, rather
than a cash dividend. Such payment increases the number of shares held
but does not ater a shareholder’s proportional investment in the com-
pany.

Stock Selection Guide (SSG): A form that helps you to determine
whether a stock is awaorthy investment. It measures growth and evaluates
value.

Technical Analysis. Market or security analysis involving the study of
price movement and trading volume for stocks by plotting graphs or
charts. Using this method, technicians seek to make investment decisions
by understanding and predicting investor sentiment and psychology.

Top-Down Approach to Investing: A method of investing in which an
investor first looks at trends in the general economy, and next selects in-
dustries and then companies that should benefit from these trends.

Total Assets. This denotes the financial framework (capital structure) of
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a company, including long term debt and all forms of equity. If you are
working from a company's Balance Sheet, add current assets, property,
plant equipment, and "other" assets. The accounting formulais:

Total Assets= Total Liabilities + Shareholders Equity
This formula demonstrates the "balance" in the Balance Sheet.

Total Capital: The capitalization box on the SSG Graph gives informa-
tion about how the company is financed or “capitalized”. This can be a
combination of stock (preferred and common shares) and debt.

Long term debt + shareholders' equity

Debt to Capital is the percentage used in the header of the SSG Graph.
Refer to thisin the Glossary for further information.

Total Debt: Total Debt is found in the SSG Graph header. Companies
have debt due within one year, as well as long-term debt payable over a
longer period of time. The total debt figure includes both kinds of debt.

Long term debt + short term debt. (i.e. debt due within the next
12 months)

Debt can consist of bonds, debentures, or shorter term bank debt. Bond-
holders differ from stockholders in that they are lenders. They must re-
ceive their interest payments and when their bond comes due, they will
get their principal back as well.

Total Return: The compounded annual return on an investment, includ-
ing price appreciation and dividends or interest. See Potential Total Re-
turn for specifics regarding Part 5C of the SSG.

Trailing PE Ratio: Also called Lagging PE Ratio. The price to earnings
ratio based on actual EPS over the last 4 quarters. In Stock Analyst, cur-
rent price divided by earnings per share, over the last full fiscal year.
Youwill find it in Part 3 of SSG and it is called Current PE.

Turnover: The number of times a given asset (e.g. inventory) is replaced
during an accounting period, usualy ayear.

Comparing current PE to the average PE ratio shows over or undervalua-
tion for the company. Divide the current PE by the 5-year average PE. If
the result (called Relative Value) is 1 or less, thisis one indicator that the
stock is undervalued.

Treasury Stock: Shares that have been repurchased from shareholders.
The stock is held in the *treasury’ and is listed on the company’ s Balance
Sheet. It is available for retirement or resale. It is issued but not out-
standing.

Trend Line: Inthe SSG Graph, the computer or the user draws a straight
line through the historical plot of data for the company's EPS or reve-
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nues, in order to estimate the historical percentage of growth.

Undervalued: A stock selling below its liquidation value or the market
value that analysts believe it deserves. Fundamental analysts try to spot
such companies to buy them before they become fully valued. A stock
may be undervalued because the industry is out of favor or because the
company is not well known or has an erratic history of earnings, for ex-
ample.

Units: Units are used to deal with large numbers. The most common unit
designation is millions. Use sales as the basis to determine unit size:
thousands, millions, or billions. For companies whose sales are over 100
billion, you may choose to use hillions as the unit designation.

Upside/Downside Ratio: The ratio of the potential gain to the risk of
loss. This is based on the potential gain from the current price rising to
the forecasted high price compared to the potential loss from the current
price dropping to the estimated low price. An upside/downside minimum
ratio of 3 to 1 isrecommended. See Part 4 of the SSG.

Value Line Financial: A ranking which rates companies in ten catego-
ries according to their financial strength, from A+ (excellent) to C (poor-
est).

Value Line Safety: A ranking which assesses a company’s financial
strength and measures the total risk by ranking from 1 to 5. 1 is highest
for safety, 3 isaverage, and 5 islowest.

Visual Analysis: Refers to the Stock Selection Guide Graph (Section 1)
that represents a company’s history of sales, earnings per share, and price
ranges. By viewing this graphical picture it is relatively easy to see by
the slope and consistency of the lines whether the company has per-
formed well enough to warrant further investigation.

Weighted Average Calculation: This calculation imparts a preference
for the most recent data.

Working Capital: Current assets less current liahilities.

Yield: Percentage return on an investment. A stock yield is calculated by
expressing the annual dividend as a percentage of the current market
price of the stock. (dividend divided by price) See Part 3 of the SSG for
current and high dividend yields and Part 5 for potential average annual
dividend yield over 5 years.

ZoningFound in Part 4 of the SSG. Zones : are used to determine
whether the current price is reasonable. By forecasting high and low
prices for the company and dividing the total price range into 3 price
segments, buy, hold, and sell zones are developed. The current price is
compared to these zones in order to evaluate the risk and reward ratio
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over the next 5 years.

The zone may be segmented according to two methods. In the past, the
standard formula was 33/33/33. This divides the zones into three equal
segments. The formulais forecast high price minus forecast low price di-
vided by 3 = zone range.

Another formula is 25/50/25. This formula is forecast high price minus
forecast low price divided by 4 = zone range.

Buy Below Price = low price + zone range.

Sell Above Price = high price - zone range.

The 25/50/25 range selection provides for a smaller buy zone, a larger
hold zone, and an upside/downside ratio of 3 to 1 or better if the current
price is in the Buy zone. However, it does create a higher Sell price,
which may be a less cautious point at which you should do another
analysis of the company.
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Revision History

August 2005 — Version 3.2.0

Bugs Fixed

8  Subscript out of range error no longer occurs when tiling windows &
opening SSG Analysis

8 Enhanced auto-updater tweaks

8 Import and export of SSGs no longer wipes judgment for future
Sales/EPS ratio

§ Program now indicate 200 company limit on price updates

8 Right-clicking on PERT Report & refreshing data now updates ac-
cordingly

8 PMG no longer multiplies buys & sells multiply when manipulation
of SSG data

§ PERT: column V/W column no longer incorrectly uses current in-
stead of lead PE

8 Numeric version scheme is now sane

8 Issue share splits no longer saves improperly

8 Quarterly datarevenue field extended to fit for 100s of millions

8 Full name no longer missing from registration

§ PMG Graph no longer incorrectly shifts FY Year

8 Runtime error 440 no longer occurs when inputting quarterly data
manually after adding new year and data

8 Purchase price in portfolio diversification is no longer incorrect

8 SSG judgment compatibility between Stock Analyst & Toolkit

§ Book value now downloads from OPS

8 Letter T isno longer displayed wrong after importing SDF files
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Features Added

§
§
§
§

New .SDF format for trading back & forth with Toolkit 5.1
New 'Save As process to warn user against overwriting
New call allows Portfolio Record Keeper to load SSGs
List panel now contains an add new item

Changes Made

§

§
§

Edit company data window now contains less confusing text at the
top

New splash screen
New ABOUT screen

June 2004 — Version 3.1.0

General Items

§

New auto-updater added to the program. To check for new patches
and updates select Help | Check for Updates from the top menu. Pre-
viously this took users to a website to download and install patches
manually. Now the update is automatically downloaded and installed
in seconds with aclick of the mouse.

Corrected issue where closing Stock Analyst using the ‘X’ button
will close even if you are prompted to save data and choose to can-
cel. If you are prompted to save data when closing and select Cancel
Stock Analyst will remain open.

Modifications to the way Stock Analyst downloads OPS data to cor-
rect reports of Error 430 on some computers.

New Global Preference on Display Tab to set the color of back-
ground report shading. Default is light gray back shading. This af-
fects Balance Sheet Report, PERTA, PERTB, and PMG Report.
Changes made in the preferences area will update any open windows
and become the default color for companies opened after that paoint.

Minor corrections and link fixes on the About | NAIC Stock Analyst
window.

Revised the Quick Start Guide (PDF file) on Page 2 in Software
Specifications section where it incorrectly indicated Stock Prospector
instead of Stock Analyst.

Removed the S& P Financial Rating from the Sort Report because it
is not tracked by S&P.S& P Quality Rating remains and lists proper
S& P ratings from ‘A+’ down to ‘D’. Additionally there is S& P Rat-
ing column that reflects the numeric equivalent of the S& P Quality
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values and allows proper sorting of the S& P Quality valuesin report.

§ “Sorted By’ label on Sort Report properly updates when sort
changes made to thelist.

8 Importing an older Stock Anayst 2.5 type database using the Op-
tions | Restore menu left the cursor in an hourglass state after com-
pleting even though the program was ready.

§ Some users reported that installing Stock Analyst sometimes caused
Investor’'s Toolkit to stop working. Re-installing Toolkit fixed the
problem however, Stock Analyst now checks for this potential prob-
lem and prevents it from happening as it is installed.

8 Resolved concern where some users reported they open a company,
make changes, close it and choose not to save the changes, then re-
open and the changes are listed. Re-starting the program and loading
company shows that the changes did not save as intended. Corrected
so this situation does not occur.

8 Corrected error where program would not open if user did not have
any printer set up on the computer. Program now loads fine and any
attempt to print prompts you to install or set up a printer first when
no printers are present.

8 Behavior of Financial calculator updated so that it opens on the top
right corner of the screen instead of dead center so it is minimally
blocking the NSA program. Help for calculator opens directly to the
left of the calculator with no overlap.

§ Added links to open the Stock Analyst Manual and Quick Start
Guide from the main help menu.

§ Stock Analyst now alows printing of multiple copies of any/all re-
ports.

§ Sort Report - S&P Quality (Rank) was mislabeled as S& P Safety.
Properly renamed column heading.

SSG Graph

8 Revised the SSG Graph popup judgment to modify or reset EST Rev
and EST EPS projection % values by combining these two items into
one window. In this way a person can modify or reset one value or
both without the need to open two separate popup windows.

8 Corrected SSG Graph so that Mid-Point calculation method now
works. Previously only calculated Least Squares growth.

8 SSG Graph popup quarterly data will appear for all quarterly data
circles on the chart. Previously only the first 3 quarters after the last
FY would show popup dataif you positioned the mouse over the cir-
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§

cle.

Double clicking on the SSG Graph will immediately display the
popup Options window for that report.

SSG Analysis

§

Removed the Stock Wizard from the right-click pop-up menu on the
SSG Analysis report. Thisis not afunction of the Stock Analyst pro-
gram.

Corrected a default option on SSG Analysis Section 3 extras that
used ACE Forecasted EPS as default instead of EPS Growth from
the Graph. The initial default when installing Stock Analyst is now
EPS Growth from the Graph. Existing users can change the setting
manually in the program preferences | SSG Analysis tab.

Revised the SSG Analysis popup judgment to modify or reset Avg.
High or Avg. Low PE ratios by combining these two items into one
window. In this way a person can modify or reset one value or both
without the need to open two separate popup windows.

Revised SSG Analysis such that a left (normal) click on the Avg.
High PE, Avg. Low PE, or EST. Low Price boxes will immediately
display the list of calculated selections. Right clicking will display
the popup enter / reset judgment box. (See previous item)

Removed the Stockwiz from the right-click pop-up menu on the SSG
Analysisreport. Thisisnot afunction of Stock Analyst program.

Double clicking on SSG Anaysis will immediately display the
popup Options window for that report.

Data Entry and Data ltems

§

§

New Update Quarterly Data option on company data entry window.
By selecting the Quarterly Data tab a person may click the “Update
Q Data Only” button. This will update the complete list of Quarterly
dataand al the historical monthly prices but will not alter any yearly
or current or Annual Report data.

Added Short Term Debt |atest 4quarters -Short Term Debt (4Q). This
is displayed on the Balance Sheet Report in Capital Structure section.

Doing data update properly updates 52-week high and 52-week low
prices in company. It should look at the price date, compare to price
date in SSG datafile and update high and low prices if the current
priceis updated.

Importing old Stock Analyst Data to New Stock Analyst —Corrected
issue where inside ownership comes in with the wrong decimal place
(100x larger) and in some cases institutional shares was no longer
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converting or listing in thousands (000) in Stock Analyst when pre-
viously was in billions or millionsin old Stock Analyst.

§ Quarterly Data Window - If you change the option to Tax Rate (or
Pre tax Income) then go back to the Quarterly tab the datain the Tax
Rate (or Pre tax Income) column is not correct. This appears to be a
screen refresh problem. The data itself is always correct, just the dis-
play was incorrect. This has been fixed.

§ Company data - S&P Quality rating - This is a letter rating like at+,
B, etc but the field lists as a number when in fact the proper rating is
already tracked in the S& P Financial rating. Removed S& P Financial
Rating, leaving a dropdown option list of S& P Ratings from ‘A+’
downto ‘D’ to represent the S& P ratings.

8 S&P Financial is not used by OPS or S& P Data so this has been re-
moved from the Balance Sheet Report. S& P Quality Rating remains
and lists proper S&P ratings from ‘A+ down to ‘D’. Also removed
S& P Financial item from Company Data Report asit is not used.|

§ Company Data popup window | Update Data button: If a company in
the database is too old or if the existing data is inconsistent with the
new update, a warning with no message (blank popup) appears. Cor-
rected to display the full text of the message in these cases when up-
dating.

§ Data Entry Add /Delete Year process properly shifts the following
columns of data. Cash Flow, Long Term Debt, Userl, User2, User3.
Also prevent the Add or Remove year to proceed giving user an alert
message if the dataiis locked.

8 Corrected issue in Data Entry on Company Info tab where invalid
date can be entered into the Date of Last FY box. Message "Date of
LQ isin conflict w/ Date of LFY. Click OK to go to Quarterly data
tab or Cancel to stay on remain in current tab." Works now so that
Cancel stays on current tab instead of incorrectly going to yearly data
tab. Likewise the Date of LastFY box will not allow an invalid date
to be entered at all. The date reverts to previous vaue if invalid data
is entered as date.

§ Add data entry location to edit and view Total Assets on the Com-
pany Data tab. This information is used on the Balance Sheet report
Capital Structure Section — Assets/Equity ratio. Relocated Insider
and Industry items to top of right column of data so that like data
items remain grouped together logically.

Comparisons

8 Corrected display of Implied growth lines on Stock Comparison
Graph. Was inverted order and did not take the SSG Section 2B ROE
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calculation option into account. (Previous Y ear Equity options)

§ Stock Comparison Guide Row 25 (Potential Dilution) no longer
relevant considering OPS and all data providers report all earnings
on a diluted basis. Result is None showing in this row. Row 25 till
will remain in the report until NAIC decides to make change to the
SCG and either remove or modify this row.

§ Corrected Comparison Guide graph PTI on Salesitem to display cor-
rect PT1 on Salesratio data

8 In certain situations on the Stock Comparison Graph an unintended
dark gray shadow would appear behind the Graph legend box. This
has been corrected.

Trend Graph
8 Corrected issue where Trend Graph lines are reset or erased after
loading SSG Analysis Section 2 Graphics chart then returning to
Trend Graph.

§ Additional correction to ensure that data does not reset or erase when
loading multiple companies and viewing multiple Trend Graphs.

§ Added mouse over popup feature to Trend Graph so plotted data can
be seen.

§ Trend Graph - Implied Growth formula corrected. Was inverted or-
der and did not take the SSG Section 2B ROE calculation option into
account. (Previous Y ear Equity options)

§ Scale Changes stick if they are atered then you switch to another re-
port and then come back to Trend Graph. Previously they did not.

PMG & PERT
§ Made adjustment to PERT-A report to correctly line up the quarterly
data with the Fiscal Year (bold) indicator lines. Previousy the bold
lines were off by one quarter.

§ PERTA, PERTB, PERT Report, Balance Sheet Report, PMG Report
— Display NMF (no meaningful value) in previous year % growth
calculations where previous year value is negative.

§ Fixed issue where the LastQ Date is not in agreement with the Fiscal
Y ear end date: that is the LastQ Month does not match on a quarterly
basis with the Last FY month. NSA no longer (occasionally) freezes
when loading the PMG Report, PMG Graph, PERTA or PERT
Graphics.

8 PERTA, PERTB, PERT Report, and PMG Report — Added aternat-
ing back shading to reports for easier reading. New global preference
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to turn PERT and PMG Report back shading on or off added to Pref-
erences | PMG and PERT area. Changes made in the preferences area
will update any open windows and become the default on/off setting
for companies opened after that point.

Added right click ability on PERTA, PERTB, PERT Report, and
PMG Report to toggle background shading on or off. PERT Report
added Show/Hide Header option to match functionality of other re-
ports.

PERT Report Column E and Z remain blank until judgment is com-
plete on company SSG. Previously they would show irrelevant fig-
ures such as ACE 4Q EPS or 100% Total Return.

Balance Sheet Report and Analysis

§

Corrected calculation of Implied Return on the Balance Sheet Re-
port. Implied Return = Implied Growth + Avg. Dividend Yield (SSG
part 5B). Implied Growth = Avg. ROE x (1-Avg. Dividend Payout)

Balance Sheet Report. Payback calculation corrected to match old
Stock Analyst payback method of calculation.

Balance Sheet Report Capital Structure section - Short Term Debt
references proper SSG field 156 for short term debt latest 4 quarters.
No longer calculating from other values.

Balance Sheet report would not load in some cases when invalid or
missing data was present for Inventories or Inventory Turnover Ratio
data. Corrected.

Entering in total interest paid on debt in the annual report data of a
company would cause a % value to show on the bottom right corner
of the Capital Structure section of the Balance Sheet report. This has
been corrected to indicate Interest Paid on Debt due and aso show
the latest years data for thisitem in addition to the % change.

Minor spelling and text adjustments to the alerts in the Balance Sheet
Analysis (report)
Removed leading $ in front of Px to Sales ratio on Balance Sheet

Analysis so it matches the same data as displayed on the Balance
Sheet Report.

Corrected the dert on the Compare Net Income line on the Balance
Sheet Analysis. Appeared to be a problem displaying proper color
alert when losses occurred.

Balance Sheet Analysis — Corrected a condition whereby Cashflow is
increasing at or better than Sales. yet the comment is Cashflow is
NOT increasing at or better than Sales.
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§

Balance Sheet Report - Corrected problem in the calculation of 10Yr
Averages in the Historical Valuation section. (Previously the 10 Yr
averages appeared to be dividing by 9 yearsinstead of 10.

Portfolio Items

§

Portfolio menu items work properly in all cases now. Previous issue
where they did not function when portfolio loaded is resolved.
Added new menu item Portfolio | Retirement Planner.

Corrected issues on Portfolio diversification (list and chart) where
previously the Capitalization, revenues and other data was not |oad-
ing properly causing errorsin sorting and the Diversification Chart.

Rounding problem on Diversification report corrected so figures sum
exactly as seen on diversification list.

Resolved issue where saving portfolio data with apostrophe (‘) in
any fields causes error.

Portfolio sort order updates accordingly when changes to the data are
detected. (Previously the sort would reset in some cases incorrectly.)
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User License and Support
Agreement

Use of this product is governed by terms of a User License and support Agreement or ULSA. The User License and Sup-
port Agreement that appears during installation is reproduced below for your convenience. References to clicking on
“Accept” areto an installation procedure. The text below is the same as the text seen at installation. Some formatting is
different here to make it easier to read on a printed page.

User License and Support Agreement or ULSA (Applicable to ICLUBcentral STOCK ANALY ST 3 Software)
Important: By clicking on “Accept”, you, as the authorized representative of your investment club, indicate your in-
vestment club's acceptance of the terms and conditions set forth below. Where your investment club consists of only
yourself, by clicking on "Accept" you are accepting in your individual capacity.

THIS LICENSE AND SUPPORT AGREEMENT (THE “AGREEMENT") IS A LEGAL CONTRACT BETWEEN
YOUR INVESTMENT CLUB OR YOU IN YOUR INDIVIDUAL CAPACITY, AS THE CASE MAY BE AS
INDICATED IN THE PRECEDING PARAGRAPH (COLLECTIVELY, "YOU") AND ICLUBCENTRAL, INC.
("ICLUBCENTRAL"). BY CLICKING ON “ACCEPT”, YOU ARE AGREEING TO BE BOUND BY THE TERMS
AND CONDITIONS OF THIS AGREEMENT, INCLUDING WITHOUT LIMITATION THE CUSTOMER SUPPORT
PROVISIONS SET OUT BELOW. IF YOU DO NOT AGREE TO SUCH TERMS AND CONDITIONS, YOU MUST
PROMPTLY RETURN THE SOFTWARE AND THE DOCUMENTATION TO ICLUBCENTRAL’S SOFTWARE
DISTRIBUTOR, IN ORDER TO RECEIVE A FULL REFUND OF THE LICENSE AND CUSTOMER SUPPORT
FEES THAT YOU HAVE PAID. If You should have any difficulty in obtaining such refund, please contact ICLUBcen-
tral at 1430 Massachusetts Avenue, 2™ Floor, Cambridge, MA 02138.

THE ENCLOSED COPY OF ICLUBCENTRAL STOCK ANALYST 3 SOFTWARE ™, INCLUSIVE OF ALL ADD-
ONS AND FUTURE RELEASES (the “SOFTWARE”"), AND THE RELATED DOCUMENTATION, INCLUSIVE OF
ALL FUTURE RELEASES (the “DOCUMENTATION"), ARE EACH LICENSED TO YOU WITH A PERSONAL,
NON-EXCLUSIVE AND NON-TRANSFERABLE RIGHT, EXCEPT AS ALLOWED BELOW UNDER
‘PERMITTED USES', TO USE ONLY UNDER THE FOLLOWING TERMS AND CONDITIONS:

PERMITTED USES
YouMAY:

Install the Software on a storage devicein Y our computer, as set forth in the instructions contained in the Documentation.
Note: The Software has been designed to only alow it to be used for a single individua in Your investment club on a
single personal computer. Y ou may make only one (1) copy of the Software, provided that
i such copy is used only for back-up purposes;
ii. Y ou retain possession of the back-up copy; and
iii.. all of the information appearing in the copyright notice on the label of the storage medium in the sealed
package is copied onto the label of the storage medium for the back-up copy.
Under the following conditions, a second individual in Y our investment club will be entitled to receive the original
copy of the Software or a backup copy:
i The Software will be installed on a second computer of the same platform (i.e., either Windows or Macin-
tosh platform respectively).
ii. The original individual that had been running the first copy of the Software will remove said Software after
the second individual in Y our investment club has the Software operating on a second personal computer.
The above transfer of the Software to a second individual can be repeated to subsequent members of Your invest-
ment club under the same conditions as described in (1) and (2) above.

For Your investment club to have simultaneous users of the Software at two different personal computers it is necessary
to license additional copies of the Software.

NON-PERMITTED USES

You MAY NOT:
Make any copies of the Software, except as permitted above with respect to the one (1) back-up copy, or alow
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transfer of the Software to another individual in Y our investment club (except as permitted above.)

Make any copies of the Documentation.

Disclose, rent, license, sublicense, lease, sell, lend, disseminate or otherwise distribute the Software or the Docu-
mentation.

Network the Software or otherwise use it on more than one computer or computer termina at the same time.

Use the Software to conduct a service bureau, application service provider (“ASP") business or similar business for
the benefit of third parties.

Transfer Your rights under this Agreement.

Alter, enhance, supplement, create derivative work therefrom, translate, decompile, disassemble, reverse engineer
or otherwise reduce the Software to human readable form.

Remove or obscure the copyright and trademark notice on the label of the storage medium containing the Software or in
the Documentation.

TERMINATION / DURATION

This Agreement and Y our license to use the Software and the Documentation will automatically terminate without notice
from ICLUBcentral and without any pro rata abatement of the license and customer support fees You have paid if You
fail to comply with any term or condition of this Agreement or upon your giving written notice of termination to ICLUB-
central.

This Agreement is effective from the day upon which Y ou indicate acceptance of this Agreement. In order to be granted
license to use this Software, you must register this Software fully and accurately with ICLUBcentral and receive a valid
confirmation of registration from ICLUBcentral. The license then granted will continue until either

(i)  You terminate this Agreement by giving written notice of termination to ICLUBcentra; or this Agreement is ter-
minated by ICLUBcentral, as provided in the immediately preceding paragraph.

TECHNICAL SUPPORT PROVISIONS

Included in the total fee that You have paid for the Software and the Documentation is an amount that covers the cus-
tomer support services described in this Agreement (the “Technical Support Services”). (You can reference the informa-
tion on accessing Technical Support Services and the term and duration of Technical Support Services provided with the
Documentation.) The terms of these Technical Support Services are subject to change without notice. Technical Support
Services cover technical questions about operation of the Software only.

Technical SupportObligations of | CLUBcentral:

Provide customer support for the Software only if (i) Y ou have performed the online Product Registration as provided by
ICLUBcentral in order to register the Software; and (ii) Your copy of the Software is identified with a valid serial num-
ber, and Registration Code.

Investigate and identify any problem reported by You to ICLUBcentral that is related to the then current release of the
Software, and correct or provide within an appropriate time, as determined by ICLUBcentral, either (i) a workaround for
any programming error in the then current release of the Software which Y ou have identified, provided that the error is
directly attributable to ICLUBcentral, or (ii) a resolution to the problem which You have identified (collectively the
“Code Correction Services’).

Related Obligations of End-User:
Use only the then current release of the Software during theinitial and any renewal term of this Agreement.

In the event of (i) a problem with the Software that results in either a system crash or loop; or (ii) a Situation where Y ou
can reasonably demonstrate that the Software produces an erroneous result that is not a function of incorrect or improper
input data, then Y ou must submit to ICLUBcentral awritten report of all input and keystrokes to the Software giving rise
to the problem to the extent reasonably practical.

LIMITED WARRANTY

ICLUBcentral does not have control over the conditions under which Y ou use the Software and does not and cannot war-
rant the performance or results that may be obtained by its use. However, ICLUBcentral warrants that the Software will
perform substantially in accordance with the Documentation for a period of ninety (90) days from the date the product
was shipped to Y ou, provided that the Software is used on the computer equipment, operating system and in the environ-
ment for which it was designed and configured. Y our sole remedy and ICLUBcentral ‘s exclusive liability under the fore-
going limited warranty will be the furnishing by ICLUBcentral, within a reasonable period of time and without charge, of
the Technical Support Services pursuant to the Technical Support Services provisions of this Agreement. To bring a
claim under this limited warranty, You should contact the Technical Department at ICLUBcentral, 1430 Massachusetts
Ave, Cambridge, MA 02138 to obtain information on warranty performance; Y ou must be given a Return Authorization
Number by ICLUBcentral before returning the Software to ICLUBcentral. Some jurisdictions do not allow the exclusion
or limitation of relief, incidental or consequential damages, so the above limitation or exclusion may not apply to Y ou.

Because computer programs are inherently complex, You are advised to always verify Y our work and periodically (after
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each use) back up the data Y ou have created with the Software.

ICLUBcentral does not warrant that any of the Software, the Documentation or Technical Support Services to be pro-
vided pursuant to this Agreement will meet Y our requirements. The only warranty made with respect to the Software is
the limited warranty set forth in this Agreement.

EXCEPT AS SO SPECIFICALLY PROVIDED ABOVE IN THE IMMEDIATELY PRECEDING PARAGRAPH,
THERE ARE NO WARRANTIES, REPRESENTATIONS, OR CONDITIONS MADE BY ICLUBCENTRAL OR ANY
OTHER PERSON INVOLVED IN THE CREATION, PRODUCTION OR DISTRIBUTION OF THE SOFTWARE,
THE DOCUMENTATION OR THE CUSTOMER SUPPORT SERVICES, EITHER EXPRESS OR IMPLIED, WITH
RESPECT TO THE SOFTWARE, THE DOCUMENTATION, ANY RELEASES THERETO, OR THE CUSTOMER
SUPPORT SERVICES INCLUDING THEIR RESPECTIVE QUALITY, PERFORMANCE, MERCHANTABILITY,
FITNESS FOR A PARTICULAR PURPOSE OR NON-INFRINGEMENT. Notwithstanding the above, where applica-
ble, if You qualify as a“consumer” under the Magnuson-Moss Warranty Act, then You may be entitled to any implied
warranties allowed by law for the period of the express warranty as set forth above. Some states do not allow limitations
on how long an implied warranty lasts, so the above limitation may not apply to You. This warranty gives Y ou specific
legal rights, and Y ou may also have other rights which vary from state to state.

LIMITATIONSOF LIABILITY; INDEMNIFICATION

NEITHER ICLUBCENTRAL, NOR ANY OTHER PERSON INVOLVED IN THE CREATION, PRODUCTION, OR
SUPPORT OF THE SOFTWARE, THE DOCUMENTATION OR THE TECHNICAL SUPPORT SERVICES WILL
BE LIABLE TO YOU OR ANY THIRD PARTY ARISING OUT OF THIS AGREEMENT AND/OR YOUR USE OF
OR INABILITY TO USE THE SOFTWARE, THE DOCUMENTATION OR THE TECHNICAL SUPPORT
SERVICES, REGARDLESS OF THE FORM OF THE CLAIM OR ACTION, THAT EXCEEDS THE PORTION OF
THE FEE YOU HAVE PAID FOR THE SOFTWARE, THE DOCUMENTATION OR THE TECHNICAL SUPPORT
SERVICES, ASTHE CASE MAY BE.

NEITHER ICLUBCENTRAL, NOR ANY OTHER PERSON INVOLVED IN THE CREATION, PRODUCTION, OR
DISTRIBUTION OF THE SOFTWARE, THE DOCUMENTATION OR THE TECHNICAL SUPPORT SERVICES
WILL BE LIABLE TO YOU OR ANY THIRD PARTY FOR ANY SPECIAL, INCIDENTAL, CONSEQUENTIAL,
EXEMPLARY DAMAGES OR OTHER INDIRECT DAMAGES OR LOSS OF PROFITS, LOSS OF DATA OR LOSS
OF USE DAMAGES ARISING OUT OF

i. THISAGREEMENT; AND/OR

ii. THE MANUFACTURE, SALE, SUPPLYING OR FAILURE OR DELAY IN SUPPLYING OF THE
SOFTWARE, THE DOCUMENTATION OR THE TECHNICAL SUPPORT SERVICES RELATED
THERETO, EVEN IF ICLUBCENTRAL HAS BEEN ADVISED OF THE POSSIBILITY OF SUCH
DAMAGES.

Some jurisdictions do not alow the exclusion or limitation of special, incidental, consequential, indirect or exemplary
damages, or the limitation of liability to specified amounts, so the above limitations or exclusions may not apply to Y ou.

YOU AGREE TO INDEMNIFY AND HOLD ICLUBCENTRAL AND ALL OF THE PERSONS INVOLVED IN THE
CREATION, PRODUCTION, OR DISTRIBUTION OF THE SOFTWARE, THE DOCUMENTATION AND THE
CUSTOMER SUPPORT SERVICES HARMLESS FROM CLAIMS AND DAMAGES OF ANY TYPE
WHATSOEVER ARISING FROM ANY THIRD PARTY AS A RESULT OF YOUR USE OF THE OUTPUT FROM,
AND/OR YOUR INABILITY TO USE THE SOFTWARE OR AS A RESULT OF ANY TECHNICAL SUPPORT
SERVICES PROVIDED OR TO BE PROVIDED UNDER THISAGREEMENT.

GEOGRAPHIC LIMITATION

ICLUBcentral Technical Support Services cannot be provided at the same level to customers outside of the continental
United States, Hawaii and Alaska. ICLUBcentral’s website is available to customers anywhere in the world. Email sup-
port will be provided, on a best efforts basis, to foreign customers, but only in English. It is understood that the ICLUB-
central products have been developed for the U.S. marketplace.

U.S. GOVERNMENT RESTRICTED RIGHTS

The Software and Documentation are “commercial computer software” or “commercial computer software documenta-
tion.” Absent a written agreement to the contrary, the U.S. Government’s rights with respect to such Software or Docu-
mentation are limited by the terms of this Agreement, pursuant to FAR * 12.212(a) and/or DFARS * 227.7202-1(a), as
applicable.

GENERAL PROVISIONS

The Software, the Documentation, and all releases thereto are licensed to You by ICLUBcentral, and are protected by
United States copyright laws and by international treaty provisions. Title to the Software and the Documentation, and
patents, copyrights and al other property rights applicable thereto, shall at all times remain solely and exclusively with
ICLUBcentral and its licensors, and Y ou shall not take any action inconsistent with such title. Therefore, except for the
permitted right to make one (1) back up copy of the Software, You must treat the Software and the Documentation like
any other copyrightable material and are precluded by law from making any copies of them. Any rights not expressly
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granted herein are reserved to |CLUBcentral and its licensors.

The rights and obligations under this Agreement will be governed by, and any arbitration or court action hereunder shall
apply, the laws of the Commonwealth of Massachusetts, excluding its conflicts of law rules, and will not be governed by
the United Nations Convention of Contracts for the International Sale of Goods, the 1974 Convention on the Limitation
Period in the International Sale of Goods (the “1974 Convention”) and the Protocol amending the 1974 Convention, done
at Vienna April 11, 1980, the application of which is expressly excluded.

Any dispute, controversy or claim arising out of or relating to this Agreement or to a breach hereof, including its interpre-
tation, performance or termination, shall be resolved in the courts of Massachusetts.

The parties irrevocably submit to the exclusive jurisdiction of the federal and state courts of Massachusetts. Notwith-
standing anything contained in this paragraph to the contrary, ICLUBcentral shall have the right to institute judicial pro-
ceedings against You or anyone acting by, through or under You, in order to enforce ICLUBcentral’s rights hereunder
through reformation of contract, specific performance, injunction or similar equitable relief.

If any term or condition in this Agreement is invalid or unenforceable in any respect under any applicable statute or rule
of law, then such term or condition is modified to have the most nearly similar permissible economic or other effect in
order to be valid and enforceable under such applicable statute or rule of law.

YOU ACKNOWLEDGE THAT YOU HAVE READ THIS AGREEMENT, UNDERSTAND IT, AND AGREE TO BE
BOUND BY ITS TERMS AND CONDITIONS. YOU FURTHER AGREE THAT THIS AGREEMENT IS THE
COMPLETE AND EXCLUSIVE STATEMENT OF THE RELATIONSHIP BETWEEN YOU AND ICLUBCENTRAL,
AND SUPERSEDES ALL PRIOR OR CONTEMPORANEOUS PROPOSALS, ORAL OR WRITTEN,
UNDERSTANDINGS, REPRESENTATIONS, CONDITIONS, WARRANTIES, AND ALL OTHER
COMMUNICATIONS BETWEEN YOU AND ICLUBCENTRAL OR BETWEEN YOU ANY OTHER PERSON
INVOLVED IN THE CREATION, PRODUCTION OR DISTRIBUTION OF THE SOFTWARE, THE
DOCUMENTATION OR THE CUSTOMER SUPPORT SERVICES; AND THIS AGREEMENT MAY NOT BE
EXPLAINED OR SUPPLEMENTED BY CUSTOM OR USAGE OF TRADE OR ANY PRIOR COURSE OF
DEALINGS BETWEEN YOU AND ANY OTHER PERSON.

IF THERE ARE ANY CONCERNS REGARDING THIS AGREEMENT, PLEASE CONTACT: ICLUBCENTRAL,
1430 MASSACHUSETTS AVE, 3rd FLOOR, CAMBRIDGE, MA 02138.
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future 95
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