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Part 1
1. Determine the year-to-year percentage annual growth in total net sales.
Year-to-Year percentage of growth will be possible to calculate from increase in sales of present year and from sales of preceding year then divided by sales of preceding year (Gitman, 2009). 
Formula for calculation of percentage growth is:
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In 2005 and 2008, the company managed to enjoy positive growth. However, in 2006 and 2007, the company experienced significant negative growth. In general, net sales have
followed a declining trend.
2.     Based only on your answers to question #1, do you think the company achieved its sales goal of +10% annual revenue growth in 2009? Determine the target revenue figure, and explain why you do or do not feel that the company hit its target.
As it can be observed from the sales performance of the organization from 2004 to 2008, it is highly possible for the organization to achieve a +10% in 2009. This is because the growth in 2008 is already very high at 35.71%. Thus, continuing this trend albeit at a smaller scale should be highly possible. However, the possibility of achieving the goal will also need to depend on other factors such as events which may greatly affect sales. 
[image: ]     Based on the figures given, to hit +10% in 2009, the company will need to achieve $9167 million in net sales.
Part 2
1. Use the Percentage Sales Method and a 25% increase in sales to forecast Micro Chip's Consolidated Statement of Operations for the period of September 26, 2008 through September 25, 2009. Assume a 15% tax rate and restructuring costs of 5% of the new sales figure.
Here we apply the Percentage Sales Method (PSM) and a 25% appreciation in sales to predict Micro Chip's Consolidated Statement of Operations for the period begining from 26th September, 2007 to 25th September, 2008. 25% appreciation in sales would alter the present year figures by multiplying with (1+25/100) = (1+0.25) = 1.25.
While using sales percentage with 25% appreciation in sales and applying consolidated statement for present year, here will be the predicted consolidated financial statement for year 2007-2008:
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Using the percentage sales method as well as a 25% increase in sales, the forecasted statement of operations for the company for 2007-2008 will be as follows: 

[image: ]
As it can be seen that the projected sales will be $10,4175.00 million, while the cost of sales will be $6,822.50 million. With a provision for tax at 15%, the net income of the company for 2008-2009 is estimated to be $1,527.13 million. 
2.     Discuss your results from question number #1. What assumptions have you made? Do any of your assumptions seem unreasonable?
	The method of percntage sales can be unrealisitc. That is why; I would be expecting costs to be higher than forecasted by this method. Possibly, such growth rate will require the firm to expand, employ new workforce and all of which may show initial higher costs than the forcasted by the percentage method. Further, appreiciation in the sales also may reauire exploring the new markets (sale of new products and services or in different locations) that may hike the cost of sales temorarirly (since there is possiblity that firm can do mistakes as it does not possess exprience of manufacturing new products and services), or the selling costs (promotional campiagns need to be launched in markets where the product is still not popular). Hence, it is expected these costs, in the year 2009 and for the next few following years may represent higher sales percentage than the one forecasted by the percentage sales method. 
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Fiscal Years 2009 2008 | 2007 | 2006 | 2005 | 2004
Net Sales (in millions) | $9167 | $8334 | S6141 | $0181 | $11033 | §11062
% Change 10,00% | 35.71% | -33.11% | 23.06% | 7.87%
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Sales

$8.334.00

Forecasted sales
$8,334.00 * 1.2
$10,4175.00

$10.4175.00

Cost of Sales

$5.458.00

Forecasted cost of
sales = §5,458.00 *
125 =$6,822.50

$6,822.50

Gross Margin

$2,876.00

Forecasted Gross
Margin = $2,876.00%
125 =$3,595.00

$3,595.00

Operating Expenses:

R&D

Forecasted R& D =
$525.00 * 1.25
$656.25

Selling, General and
Administrative

$691.00

Forecasted Selling.
General and
Administrative =
$691.00° 1
$863.75

$863.75

T Process R & D
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Restructuring Costs =
Forecasted Sales *
5/100 = $10.4175.00
*0.05 = $520.875 ~
$520.88

Lo

Total Operating
Expenses

$1.216.00

Forecast for Total
operating Expenses =
(R&D+ Selling,
General and
Administrative +
Restructuring Costs)
expenses of next year

=$656.25 + $863.75
+$520.88 =

$2040.88
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Operating Income

$1.660

Forecast for
operating income ~
Gross Margin for
next year- Total
operating Expenses
of next year

=$3,505.00 -
$2040.8;
$1.554.12

Total Interest and
other Income Net

$194.00

Forecasted Total
Interest and other
Income Net =
$194.00 % 1
$232.80

24230

Tncome before
provision for
Tncome taxes

$1.854.00

Forecast for Income
before taxes =
(Operating Income +
Total Interest and
other Income Net )
for next year
$155412+ 8
= $1.796.62

2.50

$1,796.62

Provision for

27810

Forecast for
S S SRk

$260.49
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2007-2008 % of Sales 2008-2009 % of Sales

Sales (in millions) $8 334,00 100,00% $10 417,50 100,00%

Cost of Sales (in millions) $5 458,00 65,49% $6 822,50 65,49%

Gross Margin $2 876,00 34,51% $3 595,00 34,51%

Operating Expenses

R&D $525,00 6,30% $656,25 6,30%

Selling General & Administrative $691,00 8,29% $863,75 8,29%

Inprocess R&D

Restructuring Costs 0,00% $520,88 5,00%

Total Operaing Expense $1 216,00 14,59% $2 040,88 19,59%

Operating Income $1 660,00 19,92% $1 554,13 14,92%

Total Interest and Other income $194,00 2,33% $242,50 2,33%

Income before Tax $1 854,00 22,25% $1 796,63 17,25%

Provision for Tax (15%) $278,10 3,34% $269,49 2,59%

Net Income $1 575,90 18,91% $1 527,13 14,66%
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Percentage growth = [(sales of current year — sales of preceding year)! (sales of

preceding year)]*100
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Fiscal Year Net Sales (in | Calculation for Year-to-Year | percentage growth
‘millions) percentage growth In total
net sales
2008 $8334 [(8334-614D)/6141]*100 [ 35.71%
- (2193/6141)*100
-35.71%
2007 S6.141 (6419189181100 | 33.11%
= (-3040/9181)*100
--33.11%
2006 $o.181 [(O181-11933)/ 11933]°100 | -23.06%
2752/11933)*100
23.06%
2005 $11.033 [(11933-11062)/ 11062]*100 | 7.87%
= (871/11062)*100
-787%
2004 ST1.062





