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Glim inc., a US company purchased three marketable securities Firm Investment

in amounts as described in the table on the right on Jan 1, 2007. ONGC $ 175,000
HPCL $ 204,800
IDBI $ 231,655

The company did not purchase or sell any other marketable securities in 2007. On 31-Dec, 2007

Glim reported investments in marketable securities as follows: 80523
Table A 31-Dec-07
Amortized Unrealized Unrealized Carrying
Firm cost* Gains Losses Fair Value Value
ONGC $ 175,000 14,000 189,000 189,000
HPCL 204,800 19,200 185,600 185,600
IDBI 252,504 252,403 252,504

Ignore taxes for this question. The balance sheet as of 31-Dec, 2007 also had the following item:
Accumulated other comprehensive income (19,200)

The only source of other comprehensive income for Glim in that year was unrealized holding gains and losses
on marketable securities classified as available-for-sale.

* Amortized cost of security is the predicted value of a security at the time of purchase for accounting
purposes. For equity securities, it is the cost. For debt securities it is original cost plus interest revenue earned
but not received in cash.

Questions

1 Identify which of the three categories: trading, available-for-sale or held-to-maturity each security belongs
to.

ONGC

HPCL

IDBI

2 None of the three investments paid dividends in 2007.

What income was reported from the 3 securities in the income statement for the year ending 31-Dec 2007 ?
Interest and Realized Gain Unrealized Gain
dividend income

ONGC

HPCL

IDBI
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3 The market value of the 3 holdings on two dates are on the right:
On 3-Jul 2008, Glim sold half of each of the holding
Note that on 31-Dec 2008
Glim still only has half of the original purchases.

None of the three investments paid dividends in 2008.

Glim
Firm 2-Jul-08 31-Dec-08
ONGC $ 198,000 102,000
HPCL $ 192,000 98,600
IDBI $ 254,500 139,000

What income will be reported from the 3 securities in the income statement for the year ending 31-Dec 2008 ?

Interest and

dividend income

Realized Gain

Unrealized Gain

ONGC

HPCL

IDBI

4 What will be carrying value of Glim's three security holdings on 31-Dec 2008 ?

Prepare a table similar to Table A. 31-Dec-08
Amortized| Unrealized Unrealize Carrying

Firm cost* Gains d Losses Fair Value Value

ONGC

HPCL

IDBI
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An article and extracts from the recent financial statement of ExxonMobil are attached. The extracts
include the balance sheet, income statement, cash flow statement, a page on dividend and shareholder
return information and a page on capital and exploration expenditures. Answer the following questions
on the back of these pages.

1 The article says: "Exxon spent 5.3% of revenue on exploration and capital outlays, down from 6.5% in
2003. the actual dollar amounts did increase, to $20.9 billion from $15.3 billion." Show how the article
calculated those percentages.

2 Typically you could get capital expenditures figures from the "Additions to property, plant and
equipment" in  "Cash Flows from Investing Activities" section of the statement of cash flows. How does
that figure compare with the figure that you used in question 1? There are two main reasons for the
difference. Do you agree with ExxonMobil's inclusion of those amounts?

3 The figures from "Capital and Exploration Expenditures" page includes non-consolidated companies’
capital and exploration expenditures. If those amounts are used in the numerator of the percentage
calculation in the article and question 1, how should the denominator be adjusted?
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4 A better way of keeping track of use of cash is to see what happened to the "Net cash provided by
operating activities"? In 2007 and how much of net cash provided by operating activities used for various
activities? (Use only broad material categories)

5 The tenor of the article is that the ExxonMobil is giving too much money back to its shareholders. The
article has missed another shareholder dealing. Check the net cash used in financing activities. If you
include that how does the argument of the article change?

6 From 2003 through 2007, what was the ratio of Exxon Mobil's spending on capital projects compared to
its spending on stock repurchases?
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7 In deciding how much to spend on exploration, what should Exxon Mobil consider in addition to current
crude oil prices?

8 Why has Exxon Mobil increased its stock repurchases rather than increasing dividends?

9 The article states that "By some calculations, if Exxon sticks to its current buyback rate, its last share of
publicly traded stock will disappear in 15 years". How did it come with that number? If the calculation
was done in 2003, how many years will be the answer?

10 Is it possible for a firm to buy back all of its stock? Why or why not?
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| Wall Street Journal | Exxon's Stingy Capital
Spending May Haunt It
April 16, 2008; Page B2

Exxon Mobil Corp. doesn't make many mistakes. In the often-chaotic petroleum business, its careful
budgeting and efficient operations are widely admired.

But Exxon's stingy approach to capital spending -- amid
skyrocketing oil prices -- could be a target of second-guessing Cautious Spender

for years to come. With crude oil| Exxon Mobil's annual capital and exploration
hitting a record above $113 a barrel| expenditures, and stock buybacks, expressed
Tuesday, the payoff for extracting| dspercentage of revenue

more petroleum is enormous. Until| 1%

very recently, Exxon hasn't been Stock buybacks
sprinting to win that race.

Consider these numbers. In 2007,
Exxon spent 5.3% of revenue on
exploration and capital outlays, down
from 6.5% in 2003. The actual dollar
amounts did increase, to $20.9 billion
% from $15.3 billion. But they didn't keep| *
i /@\ pace with Exxon's overall revenue e
‘Rex Tillerson  9rowth, let alone soaring oil prices.| pmating funr S
—_— Crude climbed to about $92 from $34 a

barrel during that period.

2003 2004 2005 2006 2007

Meanwhile, the Irving, Texas, oil giant poured cash into stock buybacks. In 2007, Exxon repurchased
$31.8 billion of its shares, up five-fold from the amount acquired in 2003. That activity helped earnings
per share. It didn't increase oil output.

Wall Street analysts generally have cheered this financial conservatism, on the notion that big oil
companies tend to waste money when they start drilling with too much gusto. But some now wonder if
Exxon played it too safe. Benchmark Co. analyst Mark Gilman mutters about the company's "moribund"
exploration program.

"Exxon has consistently been the most cost-disciplined of the big oil companies," says Morgan Stanley
analyst Doug Terreson. "They most likely believe that the historic rise in oil prices isn't sustainable.
Otherwise they would be spending a lot more than they have."

Exxon keeps a tight lid on its internal oil-price forecasts, but analysts say it has acted as if it wants to
make sure its spending decisions still make sense in a world of $65 or even $40 per barrel oil. In
moderation, such "stress testing" is an essential part of good budgeting. Taken to extremes, it can stifle
almost any initiative.

Last month, Exxon finally announced a big boost in drilling efforts. Rex Tillerson, the company's chief
executive, said exploration and capital spending for 2008-2012 were being raised at least 20% beyond
previous forecasts. That amounts to outlays of more than $125 billion over that five-year period.

Part of the increase simply reflects higher costs for oil projects, Mr. Tillerson told analysts, as boom times
send both labor and equipment rates soaring. But he also hinted at greater optimism within Exxon about
what projects are worth pursuing. "Some things are moving ahead that we were not as prepared to put
in the outlook last year," Mr. Tillerson said.

Exxon officials say they like their competitive position. Current or planned projects range from Greenland
to New Zealand. They include a wide mix of conventional oil and gas, heavy oil, liquefied natural gas and
deepwater initiatives. Spokesman Gantt Walton calls the company's resource base of 72 billion oil-
equivalent barrels "the largest and highest quality in the industry."
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Even with the cautious capital spending of recent years, Exxon has added reserves slightly faster than it
has drawn them down. But making new projects pay off will take years.

What's more, countries such as Venezuela and Russia have become more assertive about the terms on
which foreign oil companies can operate within their boundaries. That's made it harder for companies
such as Exxon to roam the globe as profitably as they used to.

"So many places are off limits," says J. Bennett Johnston, a former Chevron Corp. director and senator
from Louisiana who runs Johnston & Associates, a political-consulting firm in Washington. He contends
that Exxon and other major oil companies are "going about as fast as they can."

Exxon isn't under any obligation to push every dollar of its sturdy profits -- $40 billion last year -- into
dubious exploration efforts. But its recent strategy of focusing heavily on share repurchases can't go on
forever, either. By some calculations, if Exxon sticks to its current buyback rate, its last share of publicly
traded stock will disappear in 15 years.

Exxon's other big alternative could be to use some of those repurchased shares to finance a major
acquisition. But at current oil prices, almost any logical target is far more expensive than it was a few
years ago.

The company could just wait until oil prices stumble and acquisitions become cheaper. But the way
energy markets are behaving, and the way global demand for energy keeps climbing, that could be a
long, lonely vigil.

Write to George Anders at george.anders@wsj.com3
URL for this article: http://online.wsj.com/article/SB120830813698318123.html
Copyright 2008 Dow Jones & Company, Inc. All Rights Reserved
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Shareholder Information In 2007 ExxonMobil raised annual dividends to our
shareholders to $1.37 per share, an increase of 7 percent

versus the previous year. We have paid a dividend each year
for more than a century and have increased annual dividends
per share in each of the last 25 years.

ExxonMobil’s core objective is to deliver long-term growth
in shareholder value. Over the past five years, we have
distributed nearly $118 billion to our shareholders through

quarterly dividend payments and share purchases to ExxonMobil reduced the number of shares outstanding by

reduce shares outstanding. In 2007 our total shareholder 20 percent over the last five years through our flexible share
distributions were $36 billion, including $28 billion of purchase program. Reducing shares outstanding increases
share purchases. the percent ownership of the company that each remaining

share represents and contributes to increased earnings and
cash flow per share.

DIVIDEND AND SHAREHOLDER RETURN INFORMATION

2007 2006 2005 2004 2003
Net income per common share (doliars) 7.36 6.68 5.76 3.91 3.24
Net income per common share - assuming dilution (dollars)  7.28 6.62 5.71 3.89 3.23
Dividends per common share (dollars)
First quarter 0.32 0.32 0.27 0.25 0.23
Second quarter 0.35 0.32 0.29 0.27 0.25
Third quarter 0.35 0.32 0.29 0.27 0.25
Fourth quarter 0.35 0.32 0.29 0.27 0.25
Total 1.37 1.28 1.14 1.06 0.98
Dividends per share growth (annual percent) 7.0 12.3 7.5 8.2 6.5
Number of common shares outstanding (millions)
Average 5,517 5,913 6,266 6,482 6,634
Average — assuming dilution 5,577 5,970 6,322 6,519 6,662
Year end 5,382 5,729 6,133 6,401 6,568
Cash dividends paid on common stock (miliions of dollars) 7,621 7,628 7,185 6,896 6,515
Cash dividends paid to net income (percent) 19 19 20 27 30
Cash dividends paid to cash flow" (percent) 15 15 15 17 23
Total return to shareholders (annual percent) 24.3 39.2 1.7 27.9 20.5
Market quotations for common stock (dollars)
High 95.27 79.00 65.96 52.05 4113
Low 69.02 56.42 49.25 39.91 31.58
Average daily close 83.23 65.35 58.24 45.29 36.14
Year-end close 93.69 76.63 56.17 51.26 41.00
(1) Net cash provided by operating activities.
Cumulative Distributions to Shareholders Impact of Cumulative Share Reductions

Since 2003 on Earnings per Share
M Dividends M Share Purchases to Reduce Shares Outstanding

(billions of dollars) (dollars)
120 - 140 - - -
100 I I R
B0 100 -
0.80 -l
o 060 -----c-ccceiio i
O -l
040 -
AN 020 <<

2003 2004 2005 2006 2007 2003 2004 2005 2006 2007
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TOTAL CAPITAL AND EXPLORATION EXPENDITURES BY GEOGRAPHY

(millions of dollars) 2007 2006 2005 2004 2003
United States 3,744 3,720 3,218 3,025 3,766
Canada/Latin America 1,522 1,862 1,940 1,867 1,826
Europe 4,042 3,721 2,829 2,845 3,046
Africa 3,639 4,019 3,815 3,330 3,657
Asia Pacific/Middle East 6,156 4,601 3,241 2,168 2,046
Russia/Caspian 1,750 1,932 2,656 1,650 1,184
Total worldwide 20,853 19,855 17,699 14,885 15,5625

DISTRIBUTION OF CAPITAL AND EXPLORATION EXPENDITURES

(millions of dollars) 2007 2006 2005 2004 2003

Consolidated Companies’ Expenditures

Capital expenditures 15,242 15,361 13,792 11,901 12,857
Exploration costs charged to expense
United States 280 243 157 192 256
Non-U.S. 1,177 925 795 891 735
Depreciation on support equipment” 12 13 12 15 19
Total exploration expenses 1,469 1,181 964 1,098 1,010

Total consolidated companies’ capital
and exploration expenditures
(excluding Depreciation on support equipment) 16,699 16,529 14,744 12,984 13,848

ExxonMobil’s Share of Non-Consolidated
Companies’ Expenditures

Capital expenditures 4,122 3,315 2,938 1,865 1,651
Exploration costs charged to expense 32 11 17 36 26
Total non-consolidated companies’ capital

and exploration expenditures 4,154 3,326 2,955 1,901 1,677
Total capital and exploration expenditures 20,853 19,855 17,699 14,885 15,625

(1) Not included as part of Total capital and exploration expenditures, but included as part of Exploration expenses, including dry holes, in the Summary Statement of Income, page 16.

Geographic Capex Distribution
Functional Capex Distribution

B United States B Europe M Asia Pacific/Middle East
B Upstream M Downstream B Chemical Other ®m Canada/Latin America Africa  ® Russia/Caspian
(billions of dollars) (billions of dollars)

2003 2004 2005 2006 2007 2003 2004 2005 2006 2007
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SUMMARY BALANCE SHEET AT YEAR END

(millions of dollars) 2007 2006 2005 2004 2003
Assets
Current assets
Cash and cash equivalents 33,981 28,244 28,671 18,531 10,626
Cash and cash equivalents — restricted - 4,604 4,604 4,604 -
Marketable securities 519 - - - -
Notes and accounts receivable,
less estimated doubtful amounts 36,450 28,942 27,484 25,359 24,309
Inventories
Crude oil, products and merchandise 8,863 8,979 7,852 8,136 7,665
Materials and supplies 2,226 1,735 1,469 1,351 1,292
Prepaid taxes and expenses 3,924 3,273 3,262 2,396 2,068
Total current assets 85,963 78,777 73,342 60,377 45,960
Investments, advances, and long-term receivables 28,194 23,237 20,592 18,404 15,535
Property, plant and equipment, at cost,
less accumulated depreciation and depletion 120,869 113,687 107,010 108,639 104,965
Other assets, including intangibles — net 7,056 6,314 7,391 7,836 7,818
Total assets 242,082 219,015 208,335 195,256 174,278
Liabilities
Current liabilities
Notes and loans payable 2,383 1,702 1,771 3,280 4,789
Accounts payable and accrued liabilities 45,275 39,082 36,120 31,763 28,445
Income taxes payable 10,654 8,033 8,416 7,938 5152
Total current liabilities 58,312 48,817 46,307 42,981 38,386
Long-term debt 7,183 6,645 6,220 5,013 4,756
Postretirement benefits reserves 13,278 13,931 10,220 10,850 9,609
Deferred income tax liabilities 22,899 20,851 20,878 21,092 20,118
Other long-term obligations 14,366 11,128 9,997 9,612 8,112
Equity of minority and preferred
shareholders in affiliated companies 4,282 3,804 3,527 3,952 3,382
Total liabilities 120,320 105,171 97,149 93,500 84,363

Shareholders’ Equity

Common stock without par value 4,933 4,786 4,477 4,053 3,834
Earnings reinvested 228,518 195,207 163,335 134,390 115,956
Accumulated other comprehensive income
Cumulative foreign exchange translation adjustment 7,972 3,733 979 3,598 1,421
Postretirement benefits reserves adjustment (5,983) (6,495) - - -
Minimum pension liability adjustment - - (2,258) (2,499) (2,446)
Unrealized gains/(losses) on stock investments - - - 428 511
Common stock held in treasury (113,678) (83,387) (55,347) (38,214) (29,361)
Total shareholders’ equity 121,762 113,844 111,186 101,756 89,915
Total liabilities and shareholders’ equity 242,082 219,015 208,335 195,256 174,278

The information in the Summary Statement of Income (for 2005 to 2007), the Summary Balance Sheet (for 2006 and 2007), and the Summary Statement of Cash Flows (for
2005 to 2007), shown on pages 15 through 17, corresponds to the information in the Consolidated Statement of Income, Consolidated Balance Sheet, and the Consolidated
Statement of Cash Flows in the financial statements of ExxonMobil’s 2008 Proxy Statement. For complete consolidated financial statements, including notes, please refer to
Appendix A of ExxonMobil's 2008 Proxy Statement. See also Management'’s Discussion and Analysis of Financial Condition and Results of Operations and other information
in Appendix A of the 2008 Proxy Statement.
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SUMMARY STATEMENT OF INCOME

(millions of dollars) 2007 2006 2005 2004 2003
Revenues and Other Income

Sales and other operating revenue'"® 390,328 365,467 358,955 291,252 237,054
Income from equity affiliates 8,901 6,985 7,583 4,961 4,373
Other income 5,323 5,183 4,142 1,822 5,311
Total revenues and other income 404,552 377,635 370,680 298,035 246,738
Costs and Other Deductions

Crude oil and product purchases 199,498 182,546 185,219 139,224 107,658
Production and manufacturing expenses 31,885 29,5628 26,819 23,225 21,260
Selling, general and administrative expenses 14,890 14,273 14,402 13,849 13,396
Depreciation and depletion 12,250 11,416 10,253 9,767 9,047
Exploration expenses, including dry holes 1,469 1,181 964 1,098 1,010
Interest expense 400 654 496 638 207
Sales-based taxes'” 31,728 30,381 30,742 27,263 23,855
Other taxes and duties 40,953 39,203 41,554 40,954 37,645
Income applicable to minority and preferred interests 1,005 1,051 799 776 694
Total costs and other deductions 334,078 310,233 311,248 256,794 214,772
Income before income taxes 70,474 67,402 59,432 41,241 31,966
Income taxes 29,864 27,902 23,302 15,911 11,006
Income from continuing operations 40,610 39,500 36,130 25,330 20,960
Cumulative effect of accounting change, net of income tax - - - - 550
Net income 40,610 39,500 36,130 25,330 21,510
Net Income per Common Share (dollars)

Income from continuing operations 7.36 6.68 5.76 3.91 3.16
Cumulative effect of accounting change, net of income tax - - - - 0.08
Net income 7.36 6.68 5.76 3.91 3.24
Net Income per Common Share - Assuming Dilution (dollars)

Income from continuing operations 7.28 6.62 5.71 3.89 3.15
Cumulative effect of accounting change, net of income tax - - - - 0.08
Net income 7.28 6.62 5.71 3.89 3.23

(1) Sales and other operating revenue includes sales-based taxes of $31,728 million for 2007, $30,381 million for 2006, $30,742 million for 2005, $27,263 million for 2004,

and $23,855 million for 2003.

(2) Sales and other operating revenue includes $30,810 million for 2005, $25,289 million for 2004, and $20,936 million for 2003 for purchases/sales contracts with the same
counterparty. Associated costs were included in Crude oil and product purchases. Effective January 1, 2006, these purchases/sales were recorded on a net basis with no

resulting impact on net income.

The information in the Summary Statement of Income (for 2005 to 2007), the Summary Balance Sheet (for 2006 and 2007), and the Summary Statement of Cash Flows (for
2005 to 2007), shown on pages 15 through 17, corresponds to the information in the Consolidated Statement of Income, Consolidated Balance Sheet, and the Consolidated
Statement of Cash Flows in the financial statements of ExxonMobil’s 2008 Proxy Statement. For complete consolidated financial statements, including notes, please refer to
Appendix A of ExxonMobil’'s 2008 Proxy Statement. See also Management'’s Discussion and Analysis of Financial Condition and Results of Operations and other information

in Appendix A of the 2008 Proxy Statement.
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SUMMARY STATEMENT OF CASH FLOWS

(millions of dollars) 2007 2006 2005 2004 2003
Cash Flows from Operating Activities
Net income
Accruing to ExxonMobil shareholders 40,610 39,500 36,130 25,330 21,510
Accruing to minority and preferred interests 1,005 1,051 799 776 694
Cumulative effect of accounting change, net of income tax - - - - (5650)
Adjustments for noncash transactions
Depreciation and depletion 12,250 11,416 10,253 9,767 9,047
Deferred income tax charges/(credits) 124 1,717 (429) (1,134) 1,827
Postretirement benefits expense in excess of/
(less than) payments (1,314) (1,787) 254 886 (1,489)
Other long-term obligation provisions
in excess of/(less than) payments 1,065 (666) 398 806 264
Dividends received greater than/(less than)
equity in current earnings of equity companies (714) (579) (734) (1,643) (402)
Changes in operational working capital, excluding cash and debt
Reduction/(increase) - Notes and accounts receivable (5,441) (181) (3,700) (472) (1,286)
- Inventories 72 (1,057) (434) (223) (100)
- Prepaid taxes and expenses 280 (385) (7) i 42
Increase/(reduction) — Accounts and other payables 6,228 1,160 7,806 6,333 1,130
Net (gain) on asset sales (2,217) (1,531) (1,980) (268) (2,461)
All other items — net 54 628 (218) 382 272
Net cash provided by operating activities 52,002 49,286 48,138 40,551 28,498
Cash Flows from Investing Activities
Additions to property, plant and equipment (15,387) (15,462) (13,839) (11,986) (12,859)
Sales of subsidiaries, investments, and property,
plant and equipment 4,204 3,080 6,036 2,754 2,290
Decrease/(increase) in restricted cash and cash equivalents 4,604 - - (4,604) -
Additional investments and advances (3,038) (2,604) (2,810) (2,287) (809)
Collection of advances 391 756 343 1,218 536
Additions to marketable securities (646) - - - -
Sales of marketable securities 144 - - - -
Net cash used in investing activities (9,728) (14,230) (10,270) (14,910) (10,842)
Cash Flows from Financing Activities
Additions to long-term debt 592 318 195 470 127
Reductions in long-term debt (209) (83) (81) (562) (914)
Additions to short-term debt 1,211 334 377 450 715
Reductions in short-term debt (809) (451) (687) (2,243) (1,730)
Additions/(reductions) in debt with less than 90-day maturity (187) (95) (1,306) (66) (822)
Cash dividends to ExxonMobil shareholders (7,621) (7,628) (7,185) (6,896) (6,515)
Cash dividends to minority interests (289) (239) (293) (215) (430)
Changes in minority interests and
sales/(purchases) of affiliate stock (659) (493) (681) (215) (247)
Tax benefits related to stock-based awards 369 462 - - -
Common stock acquired (31,822) (29,558) (18,221) (9,951) (5,881)
Common stock sold 1,079 1,173 941 960 434
Net cash used in financing activities (38,345) (36,210) (26,941) (18,268) (14,763)
Effects of exchange rate changes on cash 1,808 727 (787) 532 504
Increase/(decrease) in cash and cash equivalents 5,737 (427) 10,140 7,905 3,397
Cash and cash equivalents at beginning of year 28,244 28,671 18,531 10,626 7,229
Cash and cash equivalents at end of year 33,981 28,244 28,671 18,531 10,626

The information in the Summary Statement of Income (for 2005 to 2007), the Summary Balance Sheet (for 2006 and 2007), and the Summary Statement of Cash Flows (for
2005 to 2007), shown on pages 15 through 17, corresponds to the information in the Consolidated Statement of Income, Consolidated Balance Sheet, and the Consolidated
Statement of Cash Flows in the financial statements of ExxonMobil's 2008 Proxy Statement. For complete consolidated financial statements, including notes, please refer to
Appendix A of ExxonMobil’'s 2008 Proxy Statement. See also Management'’s Discussion and Analysis of Financial Condition and Results of Operations and other information

in Appendix A of the 2008 Proxy Statement.
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Kmart Corporation ("Kmart," "We" or "Our") is the nation's second largest discount

retailer and the third largest general merchandise retailer. We were incorporated under

the laws of the State of Michigan on March 9, 1916, as the successor to the business

developed by our founder, S. S. Kresge, who opened his first store in 1899. After
operating Kresge department stores for over 45 years, our store program commenced
with the opening of the first Kmart store in March 1962. Our principal executive offices

are located at 3100 West Big Beaver Road, Troy, Michigan 48084.

Kmart

K

80523

Enclosed are extracted statements of Kmart till year ending January 31, 2001. These data were obtained from the

S&P Compustat data service.

Income Statement

01/31/01 01/31/00 01/31/99 01/31/98

Sales 37,028 35,925 33,674 32,183
Cost of Goods Sold 28,516 27,332 25,648 24,492
Selling, General, and Administrative Expense 7,052 6,523 6,245 6,136
Operating Income Before Depreciation 1,460 2,070 1,781 1,555
Depreciation and Amortization 777 770 671 660
Interest Expense 333 330 343 412
Nonoperating Income (Expense) (728) 0 (19) (114)
Pretax Income (378) 970 748 369
Income Taxes - Total (134) 337 230 120
Income Before Extraordinary Items (244) 633 518 249
Extraordinary Items and Discontinued Operations 0 (230) 0 0
Net Income (Loss) (244) 403 518 249
Earnings Per Share (Primary) - Excluding Extraordinary Items -0.48 1.29 1.05 0.51
Earnings Per Share (Primary) - Including Extraordinary Items -0.48 0.82 1.05 0.51
Common Shares Used to Calculate Primary EPS 482.8 491.7 492.1 487.1
Earnings Per Share (Fully Diluted) - Excluding Extraordinary Items -0.48 1.22 1.01 0.51
Fiscal year closing stock price 8.65 8.31 17.56 11.00
STANDARD & POOR'S
ADJUSTED KEY INDUSTRIALFINANCIALRATIOS
U.S. Industrial long term debt
Three-year (1998 to 2000) medians AAA AA A BBB BB B ccc
EBIT int. cov. {x] 214 101 G.1 37 21 0.8 0.1
EBITDA int. cov. (x) 26.5 129 9.1 b8 34 1.8 1.3
Free oper. cash flow/total debt %) 84.2 752 150 8.5 s (3.2) (12.9)
FRO/total debt (%) 128.8 554 432 30.8 188 18 1.6
Return on capital (%) 34.9 27 194 13.6 1B 6.6 1.0
Operating income/sales (%) 27.0 221 18.6 15.4 159 114 1.9
Long-term debt/capital (%) 13.3 282 339 425 57.2 B9.7 68.8
Tatal debt/capital (incl. STD) (%) 229 a7 425 48.2 B2.6 74.8 877
Companies 8 29 136 218 273 281 21
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80523
Balance Sheet 01/31/01 01/31/00 01/31/99 01/31/98
Assets
Cash And Short-Term Investments 501 344 710 498
Receivables 0 0 0 0
Inventories - Total 6,412 7,101 6,536 6,367
Prepaid Expense 0 0 0 0
Other Current Assets 811 715 584 611
Total Current Assets 7,724 8,160 7,830 7,476
Property, Plant, And Equipment - Total (Gross) 11,942 11,554 10,778 10,131
Depreciation, Depletion, And Amortization (Accumulated) 5,485 5,144 4,864 4,659
Property, Plant, And Equipment - Total (Net) 6,457 6,410 5,914 5,472
Investments And Advances - Equity Method
Other Assets 449 534 422 610
Total Assets 14,630 15,104 14,166 13,558
Liabilities
Debt - Due In One Year 68 66 77 165
Accounts Payable 2,288 2,204 2,047 1,923
Income Taxes Payable 73 249
Accrued Expense 265 337
Other Current Liabilities 1,105 1,220 1,567 1,186
Total Current Liabilities 3,799 4,076 3,691 3,274
Long-Term Debt - Total 3,914 3,759 3,613 3,885
Other Liabilities 834 965 883 965
Equity
Common Stock 487 481 493 489
Capital Surplus 1,678 1,555 1,667 1,620
Retained Earnings 3,918 4,268 3,819 3,340
Less: Treasury Stock - Total Dollar Amount 0 0 0 15
Total Stockholders' Equity 6,083 6,304 5,979 5,434
Total Liabilities And Stockholders' Equity 14,630 15,104 14,166 13,558
Common Shares Outstanding 486.51 481.38 493.36 488.19
Annual Statement Of Cash Flows 01/31/01 01/31/00 01/31/99 01/31/98
Indirect Operating Activities
Income Before Extraordinary Items (244) 633 518 249
Depreciation And Amortization 777 770 671 660
Extraordinary Items And Disc. Operations (115) (83) 0 (38)
Deferred Taxes
Equity In Net Loss (Earnings) 64
Funds From Operations - Other 626 (80) (75) 9
Accounts Receivable - Decrease (Increase) (103) (62)
Inventory - Decrease (Increase) 324 (565) (169) (31)
Accounts Payable And Incurred Liab. - Increase (Decrease) 84 157 124 (86)
Income Taxes - Accrued - Increase (Decrease) (204)
Other Assets And Liabilities - Net Change (170) 234 168 78

Operating Activities - Net Cash Flow 1,039 1,004 1,237 841
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Investing Activities

Investments - Increase 55 0 0 0

Capital Expenditures 1,087 1,277 981 678

Investing Activities - Other 0 (86) 186 493

Investing Activities - Net Cash Flow (1,142)  (1,363) (795) (185)

Financing Activities

Sale Of Common And Preferred Stock 53 63 46 37

Purchase Of Common And Preferred Stock 139 200 0 0

Cash Dividends 0 0 0 0

Long-Term Debt - Issuance 397 297 0 337

Long-Term Debt - Reduction 151 167 276 923

Financing Activities - Other 0 0 0 (15)

Financing Activities - Net Cash Flow 160 (7) (230) (564)

Cash And Cash Equivalents - Increase (Decrease) 57 (366) 212 92
80523

From the 10-K statement of Kmart

AS OF JANUARY 31, 2001 AND JANUARY 26, 2000 2000 1999

Current Assets

Cash and cash equivalents 401 344

Merchandise inventories 6,412 7,101

Other current assets 811 715

Total current assets 7,624 8,160

Property and equipment, net 6,557 6,410

Other assets and deferred charges 449 534

Total Assets 14,630 15,104

Current Liabilities

Long-term debt due within one year 68 66

Trade accounts payable 2,288 2,204

Accrued payroll and other liabilities 1,256 1,574

Taxes other than income taxes 187 232

Total current liabilities 3,799 4,076

Long-term debt and notes payable 2,084 1,759

Capital lease obligations 943 1,014

Other long-term liabilities 834 965

Company obligated mandatorily redeemable convertible preferred

securities of a subsidiary trust holding solely 7-3/4% convertible

junior subordinated debentures of Kmart (redemption value of

898 and 1,000, respectively) 887 986

Common stock, 1 par value, 1,500,000,000 shares authorized;

486,509,736 and 481,383,569 shares issued, respectively 487 481

Capital in excess of par value 1,578 1,555

Retained earnings 4,018 4,268

Total Liabilities and Shareholders' Equity 14,630 15,104
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1 Compute the Z-score for Kmart for the years ending January 31, 2001 and January 31, 1999.
What can you say about the probability of Kmart going bankrupt on those dates ?

2 If the probability changed significantly, what factors caused the change ?
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3 As you may know Kmart went bankrupt soon. Did the Z-score model do a good job of predicting distress?
Why do you think the Z-score may underpredict the probability of trouble for a retail company like Kmart ?

4 The actual balance sheet from the 10-K statement of Kmart is given in the end. What differences do you see

in the classification of financial items between that statement and the Compustat financial statements ? Do
you agree with the Compustat classification ?

5 Use two ratios to predict the rating of Kmart bonds on January 31, 2001. (Use the S & P ratios from page 1).
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Form 10-K

EXXON MOBIL CORP - XOM

Filed: February 28, 2008 (period: December 31, 2007)
Item 1.  Business.

Exxon Mobil Corporation was incorporated in the State of New Jersey in 1882. Divisions and affiliated companies of
ExxonMobil operate or market products in the United States and most other countries of the world. Their principal
business is energy, involving exploration for, and production of, crude oil and natural gas, manufacture of
petroleum products and transportation and sale of crude oil, natural gas and petroleum products. ExxonMobil is a
major manufacturer and marketer of commaodity petrochemicals, including olefins, aromatics, polyethylene and
polypropylene plastics and a wide variety of specialty products. ExxonMobil also has interests in electric power
generation facilities. Affiliates of ExxonMobil conduct extensive research programs in support of these businesses.

Exxon Mobil Corporation has several divisions and hundreds of affiliates, many with names that include ExxonMobil,
Exxon, Esso or Mobil. For convenience and simplicity, in this report the terms ExxonMobil, Exxon, Esso and Mobil
as well as terms like Corporation, Company, our, we and its, are sometimes used as abbreviated references to
specific affiliates or groups of affiliates. The precise meaning depends on the context in question.

Throughout ExxonMobil's businesses, new and ongoing measures are taken to prevent and minimize the impact of
our operations on air, water and ground. These include a significant investment in refining infrastructure and
technology to manufacture clean fuels as well as projects to reduce nitrogen oxide and sulfur oxide emissions and
expenditures for asset retirement obligations. ExxonMobil's 2007 worldwide environmental expenditures for all such
preventative and remediation steps, including ExxonMobil's share of equity company expenditures, were about

$3.8 billion, of which $1.5 billion were capital expenditures and $2.3 billion were included in expenses. The total cost
for such activities is expected to remain in this range in 2008 and 2009 (with capital expenditures approximately 45
percent of the total).

Operating data and industry segment information for the Corporation are contained in the Financial Section of this
report under the following: "Quarterly Information", "Note 17: Disclosures about Segments and Related
Information" and "Operating Summary". Information on oil and gas reserves is contained in the Oil and Gas
Reserves part of the "Supplemental Information on Qil and Gas Exploration and Production Activities" portion of the
Financial Section of this report. Information on Company-sponsored research and development activities is
contained in "Note 3: Miscellaneous Financial Information" of the Financial Section of this report.

The number of regular employees was 80.8 thousand, 82.1 thousand and 83.7 thousand at years ended 2007,
2006 and 2005, respectively. Regular employees are defined as active executive, management, professional,
technical and wage employees who work full time or part time for the Corporation and are covered by the
Corporation's benefit plans and programs. Regular employees do not include employees of the company-operated
retail sites (CORS). The number of CORS employees was 26.3 thousand, 24.3 thousand and 22.4 thousand at
years ended 2007, 2006 and 2005, respectively.

ExxonMobil maintains a website at exxonmobil.com. Our annual report on Form 10-K, quarterly reports on Form
10-Q, current reports on Form 8-K and any amendments to those reports filed or furnished pursuant to Section
13(a) of the Securities Exchange Act of 1934 are made available through our website as soon as reasonably
practical after we electronically file or furnish the reports to the Securities and Exchange Commission.
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Consolidated Balance Sheet

millions of dollars 31-Dec-07 31-Dec-06
Assets
Current assets
Cash and cash equivalents 33,981 28,244
Cash and cash equivalents restricted 4,604
Marketable securities 519
Notes and accounts receivable, less estimated 36,450 28,942
doubtful amounts
Inventories
Crude oil, products and merchandise 8,863 8,979
Materials and supplies 2,226 1,735
Prepaid taxes and expenses 3,924 3,273
Total current assets 85,963 75,777
Investments, advances and long-term receivables 28,194 23,237
Property, plant and equipment, at cost,
less accumulated depreciation and depletion 120,869 113,687
Other assets, including intangibles, net 7,056 6,314
Total assets 242,082 219,015
Liabilities
Current liabilities
Notes and loans payable 2,383 1,702
Accounts payable and accrued liabilities 45,275 39,082
Income taxes payable 10,654 8,033
Total current liabilities 58,312 48,817
Long-term debt 7,183 6,645
Postretirement benefits reserves 13,278 13,931
Deferred income tax liabilities 22,899 20,851
Other long-term obligations 14,366 11,123
Equity of minority and preferred shareholdersin affiliated companies 4,282 3,804
Total liabilities 120,320 105,171
Shareholders equity
Common stock without par value 4,933 4,786
(9,000 million shares authorized, 8,019 million shares issued)
Earnings reinvested 228,518 195,207
Accumulated other comprehensive income
Cumulative foreign exchange translation adjustment 7,972 3,733
Postretirement benefits reserves adjustment (5,983) (6,495)
Common stock held in treasury (2,637 million shares in
2007 and 2,290 millionshares in 2006) (113,678) (83,387)
Total shareholders equity 121,762 113,844

Total liabilities and shareholders equity 242,082 219,015
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Income Statement
millions of dollars Year ending  31-Dec-07  31-Dec-06 31-Dec-05

Revenues and other income

Sales and other operating revenue 390,328 365,467 358,955
Income from equity affiliates 8,901 6,985 7,583
Other income 5,323 5,183 4,142
Total revenues and other income 404,552 377,635 370,680
Costs and other deductions
Crude oil and product purchases 199,498 182,546 185,219
Production and manufacturing expenses 31,885 29,528 26,819
Selling, general and administrative expenses 14,890 14,273 14,402
Depreciation and depletion 12,250 11,416 10,253
Exploration expenses, including dry holes 1,469 1,181 964
Interest expense 400 654 496
Sales-based taxes (1) 31,728 30,381 30,742
Other taxes and duties 40,953 39,203 41,554
Income applicable to minority and preferred interests 1,005 1,051 799
Total costs and other deductions 334,078 310,233 311,248
Income before income taxes 70,474 67,402 59,432
Income taxes 29,864 27,902 23,302
Net income 40,610 39,500 36,130
Net income per common share (dollars) $7.36 $6.68 $5.76
Net income per common share assuming dilution $7.28 $6.62 $5.71
(dollars)

Notes to Consolidated Financial Statements

1. Summary of Accounting Policies

Principles of Consolidation.

The Consolidated Financial Statements include the accounts of those subsidiaries owned

directly or indirectly withmore than 50 percent of the voting rights held by the Corporation and for which other
shareholders do not possess the right to participate in significant management decisions. They also include the
Corporation’s share of the undivided interest in certain upstream assets and liabilities.

Amounts representing the Corporation’s percentage interest in the underlying net assets of other subsidiaries and
less-than-majority-owned companies in which a significant ownership percentage interest is held are included in
“Investments, advances and long-term receivables”; the Corporation’s share of the net income of these companies
is included in the Consolidated Statement of Income caption “Income from equity affiliates.” the Corporation’s share
of the cumulative foreign exchange translation adjustment for equity method investments is reported in the
Consolidated Statement of Shareholders’ Equity. Evidence of loss in value that might indicate impairment of
investments in companies accounted for on the equity method is assessed to determine if such evidence represents
a loss in value of the Corporation’s investment that is other than temporary. Examples of key indicators include a
history of operating losses, a negative e