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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Disclaimer

The information in this presentation is for educational purposes only and is not intended to be a recommendation
to purchase or sell any of the stocks, mutual funds, or other securities that may be referenced. The securities of
companies referenced or featured in the seminar materials are for illustrative purposes only and are not to be
considered endorsed or recommended for purchase or sale by Betterinvesting™ / National Association of
Investors Corporation™. The views expressed are those of the instructors, commentators, guests and
participants, as the case may be, and do not necessarily represent those of Betterlnvesting™. Investors should
conduct their own review and analysis of any company of interest before making an investment decision.

Securities discussed may be held by the instructors in their own personal portfolios or in those of their clients.
Betterinvesting™ presenters and volunteers are held to a strict code of conduct that precludes benefitting
financially from educational presentations or public activities via any Betterlnvesting™ programs, events and/or
educational sessions in which they participate. Any violation is strictly prohibited and should be reported to the
CEO of Betterinvesting™ or the Director of Chapter Relations.

This presentation may contain images of websites and products or services not endorsed by ﬂi
Betterlnvesting™. The presenter is not endorsing or promoting the use of these websites,

] g EASY
products or services. AD

This session may be recorded for our future use.
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Disclaimer

This presentation uses older examples prepared

using various software. Older examples are used in

order to prevent the examples from being used for

current investment decisions without proper updating
/ and study. The instructor makes no representation

o
R
O

that the software used for the examples is still
being used for their own stock studies.

/&30
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Objectives

= \What Preferred Procedure is
* Why use Preferred Procedure?

= The relationship of the Income Statement,
Preferred Procedure and the Stock Selection
Guide (SSG)

» Understanding the relationships on the SSG
and what you need to research

/&R0

MADE EASY

= Working with Preferred Dividends
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Preferred Procedure

Preferred Procedure is also known as:
“The Business Model”

It is based on a
“SIMPLIFIED” Income Statement. \es/
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The Income Statement

The Income Statement may also be referred to as
Statement of Earnings
or
Statement of Operations.
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The Income Statement

= Gives one important perspective on the health of a
business -- its profitability.

= Measures a company’s performance over a
specified period of time.

= For example:

= Annual: Fifty-two weeks ended Sept. 24, 2011
* Quarter: Thirteen weeks ended March 24, 2012 Mmeeasv
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The Income Statement

Provides information on:

= How a company performed, where it is heading,
and what future cash flow or profitability might be.

= Ability of managers to make sales, control
expenses, and thereby earn a profit.

= Growth trends in Sales and Net Income,
which are particularly important to watch.
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The Income Statement

* |'ve done my homework and researched the
company.

* |'ve collected data.

* | have 10 years of Income Statements?
What do | do with them??

What is the best way to study my
10 years of Income Statements?

1/30/23
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1 2 O
Green Mountain Coffee Roasters, Inc.
Consolidated Statements of Operations
(Dollars in thousands except per share data)
Fifty-two weeks ended  Fifty-two weeks ended  Fifty-two weeks ended
September 24, September 25, September 26,
2011 2010 2009

BNELSAIEE) s i iciaalitid st st e d e o 2 S 2,650,899 $ 1,356,775 S 786,135
Costiof BAIBS .o inaiiiaianain spiataee Goesy Vel sasg 1,746,274 931,017 540,744

Geoss profil’. .q.coinaaius wonaiiin ienei i e 4 T 904,625 425,758 245,391
Selling and operating expenses .................. Y . . . . ... 348,696 186,418 121,350
General and administrative eXpenses ........vvrvnnr .. T . ......... 187,016 100,568 47,655
PAlEnl O ANOT SEIICTICIE, .o oo oo imimimmn: azoiim i asaisbimiiar s ss oiiatasin, st o h e 38 daynits — — (17,000)

OPETANND IVOOINE! 10 copwraoim mimon miwie: s o ermmmymuss st wimfefsasoesm ymimmn sisssresisys 368913 138,772 93,386
Other income (EXPENSE), MEL . oot v et iiseneuaarssaenssssssssssasssanaanns 648 85 (662)
Loss on financial instruments, net ..............oiiiiiinnian... (6,245) (354) —
Losson foreign cumency, nel o iiiiiiieiinsisiiiiiinrinses o (2912) — —
INtETESH CXPENSE i .iaiaiiaianei Goiamies dagan dad e shidssiivy® T i & i i (57,657) (5,294) (4,693)

Income before iNCOME 1AXES . .. .ccvvvvvncisrascennces. JAEEEEE. ........ 302,747 133,209 88,031
IRCOME TAX CXPENSE. i i ss i sa v isn s as Fvasnemiimm e s NN . . . o & (101,699) (53,703) (33,592)

PEL IHOOME 52597 5o insiih Fmbda s Laaid SaE SRR ERAee AT I e S 201,048 ) 79,506 S 54,439
Net income attributable to noncontrolling interests ............. . PSR . 1,547 — —_

Net income attributable toGMCR ...................... [ ........ S 199,501 S 79,506 S 54,439
Basic income per share:

Basic weighted average shares outstanding .. ............ h. 146,214,860 131,529412 113,979,588

Net income per common share—basic . ............... ST ooy $ 1.36 S 0.60 S 0.48

) -

Diluted income per share:

Diluted weighted average shares outstanding ........oiiiiiuiiiiiiiiiinaineinanaas 152,142,434 137,834,123 120,370,659

Net income per common share—diluted . ... ... ... . . i S 1.31 S 0.58 S 0.45

The accompanying Notes to Consolidated Financial Statements arc an integral part of these financial statements.

10
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11

Company Green Motn Coffes - BINC

Price Date 04/27/32

Data Date 04727712

§t o P m——
e e tron—

Mml_l! Packaged Foods

Data Source  BI

Reference Morningsta

400 | Percentage Change

I T "
315.0 0.02 I 1 ]/
101.48 _3,200.08 f A/ Ap)

Preferred(SMm) 0.0
Common(m Shares) 154.7 % Insiders 9.9
Debt(Sm) 479.7 % institutions  85.6
% Debt to Tot.Cap. 20.0 Quality
1 Growth Analysis et bk
FY 2012 Q1 (Ended 12/31/2011)
RECENT QUARTERLY FIGURES
cngs EARNINGS
PER
S (SM) )
Latest Quarter 1,158.2 0.66 7
- o T 26509
Year rter
500 Ago Qua

1/30/23
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Consolidated Statements of Earnings

See accompanying Notes to Consolidated Financial Statements

(1) Fiscal years ended February 1, 2004 and February 2, 2003 include 52 weeks. Fiscal year ended

N/

includes 53 weeks

amounts in millions, except per share data 2;}04 2003 2002
NET SALES 4 4,816 558,247 553,553
Cost of Merchandise Sold \ 44,236 40,139 37,406
GROSS PROFIT 20,580 18,108 16,147
Operating Expenses:
Selling and Store Operating 12,502 11,180 10,163
Pre-0Opening 86 26 117
General and Administrative 1,146 2 2 935
-Total Operating Expenses 13,734 8 11,215
OPERATING INCOME 6,846 5,830 4,932
Interest Income (Expense):
Interest and Investment Income 59 79 53
Interest Expense (62) (37) (28)
Interest, net (3) 42 25
EARNINGS BEFORE PROVISION FOR INCOME TAXES < 6,843 5,8/ 2 4,957
Provision for Income Taxes < 2,208 1,913
NET EARNINGS < 5 $ 3,664 $ 3,044
Weighted Average Comman Shares 3 2,336 2,335
BASIC EARNINGS PER SHARE 1.88 /\1.5? $ 1.30
Diluted Weighted Average Commaon Shares<d : 6 344 2,353
DILUTED EARNINGS PER SHARE < ) 1.56 § 1.29
\ 7

A

MADE EASY

12
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1
2
3
4

5
6

7

The Simplified Income Statement

Net Sales
- Expenses

Earnings Before Provision for Income Taxes
- Taxes

Net Earnings
+ Diluted Weighted Average Common Shares

Diluted Earnings Per Share (EPS)

MADE EASY

13

1/30/23
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Simplified

The Simplified Income Statement

06 07

08

SSGPLUS Sales (1)
tﬁg}ﬁﬁyfﬁ/minus Expenses (2)

= Pre-tax
Profits (3)

Minus taxes (4)

= Net Income (5)

Divided by shrs.(6)

= EPS (7)

Note: Earlier versions
of Toolkit did not show
Net Income (5)

09 10 11 12 13 14 15

MADE EASY

14
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aaaaaaaaaaaaa

The Simplified Income Statement

§,963.4 066

]
64,339.9|

23.3% 15. 2%

11007 b WAK Dflclal Gulde Yor comple ke I buslon:

SO0 | Ure K Gulde 3 weikng seclon of HAK Slock Selec lan Gulde & Repail. ‘.‘G

gt Sales (1)
)/ .0

Minus Expenses (2)

|
ﬂ—,&fﬁ% mf'—- - Pre-t_ax
—or —% Profits (3)
B0 Ty
= — = | 44 Minus taxes (4)
: o : 30%
wpe 1 | | | [ | [ |l Divided by shrs.(6)

[ | | = EPS (7)

o=
> Note: Earlier versions
: o = — 1 of Toolkit did not show

Net Income (5)

A

MADE EASY
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1 2
Why Use Preferred Procedure?

= Often EPS is not as well-behaved as Sales

= EPS is affected by:
* Sales
* Profit Margins
* Tax Rates
* Shares Outstanding

16
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s 7
Why Use Preferred Procedure?

= Often EPS is not as well-behaved as Sales

= EPS is affected by:
* Sales
* Profit Margins
* Tax Rates
* Shares Outstanding

17
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Why Use Preferred Procedure?

= By looking at each component
we get a better picture of what
future EPS might reasonably be.

= For a less consistent EPS
history, Preferred Procedure
can help focus a future

EPS estimate.
MADE EASY
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Simplified

Preferred Procedure Calculation
Projected 5 Year Sales ({@:

X

Projected 5 Yr Total Earnings

Less Expenszes(5Yr Avg % Pre Tax Profit Margin):
Less Taxes{Last yr. Tax Rate )
Less Preferred Dividends (Current Pref'd Div):

$ 39954

Divided by Shares Quts. (Current Sh's. Outs.(M)): 22350 [ 0.0
Make Earnings Per Share Selection Here:
EPS S EP5 % Growth ‘
(" EPS by "Preferred Procedure™: 1.0
(= Projected EP5: [
" Other: [ oo 00
Analysts' Estimate: 3.51

/ Annual Sales

1994
1995
1996
1997
1998
1999

2001
2002
2005

12,476.7
15,470.4
19,535.5
24,156.0
30,219.0
38,434.0
45,738.0
53,553.0
58,247.0
64,816.0

oK

Cancel

A

MADE EASY

19

1/30/23

10



Stock Investing Made Easy Series — Preferred Procedure

Simplified
Pre-tax Profit
L Estimate Earnings per Share Growth Rate ( Preferred Procedure Calculator ) @
Preferred Procedure Calculation
% Pretax Profit \
Projected 5 Year Sales @ 10.0% v |‘|l10 $104,386.8 Margin (2A)
Less Expenses|5 Yr Avg % Pre Tax Profit Margin): 9.8% | I | -94,156.9 | 1994 841
Pre-tax Profit $10,229.9 1995 7.8
Less Taxes(Lastyr. TaxRate ): 37.1% [ I -3,795.3 1996 7.9
Less Preferred Dividends (Current Pref'd Div): $0.0 [ | 0.0 1997 7.8
1998 8.8
Projected 5 Yr Total Earnings $ 643486 1999 9.9
Divided by Shares Outs. (Current Sh's. Outs.(M)): 22350 [~ | 2000 9.2
2001 9.3
Make Earnings Per Share Selection Here: e ot
EPS S EPS % Growth ‘ 2003 10.6
(" EPS by "Preferred Procedure™: 89 0K @
{*' Projected EPS: =
= Othl [— : gancel MADE EASY
er:
0.0 ~— 2
Analysts' Estimate: 3.51 —,
20

1/30/23
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Simplified

Preferred Procedure Calculation

Tax Rate

[ Estimate Earnings per Share Growth Rate ( Preferred Procedure Calculator )

&3

Projected 5 Year Sales @: 10.0% v |1EI.D $104,386.2

Less Expenses(5 Yr Avg % Pre Tax Profit Margin): | 9.8% v

1.2 -82B955

Less Taxes({Lastyr. TaxRate ): 37.1% [ | HR
Less Preferred Dividends (Current Pref'd Div): 300 [ 0.0

Projected 5 Yr Total Earnings
Divided by Shares Outs. (Current Sh's. Outs.(M)): 22350 [ 0.0

Analysts' Estimate:

Make Earnings Per Share Selection Here:

EPS§
" EPS by "Preferred Procedure™;
" Other:

251

1994

1996

1998
1999
2000
2001

Annual % Tax

Rate

38.3%
38.8%
38.7%
38.6%
J8.2%
J6.4%
J8.6%
J8.4%
3.1
3%

A

MADE EASY

21
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Simplified
Preferred Dividends
L Estimate Earnings per Share Growth Rate ( Preferred Procedure Calculator ) @
Preferred Procedure Calculation
Projected 5 Year Sales @ 10.0% |v |1El.ﬁ $104,386.8
Less Expenses(5 Yr Avg % Pre Tax Profit Margin): 9.8% [v 11.2 926955
Less Taxes(Lastyr. TaxRate ): 37.1% v 370 -43258
Less Preferred Dividends (Current Pref'd Div): l 0.0
Projected 5 Yr Total Earnings $ 7.3655
Divided by Shares Outs. (Current Sh's. Outs.(M)): 22350 [ ]
Make Earnings Per Share Selection Here:
EPSS EPS % Growth
" EPS by "Preferred Procedure": 11.9 0K ‘ m
" Projected EPS: Cancel | DEEASY
ance
(+ Other: — MA
| [E 2
Analysts' Estimate: 3.51 —
22

79
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Simplified

Shares Outstanding

L Estimate Earnings per Share Growth Rate ( Preferred Procedure Calculator )

&

Preferred Procedure Calculation
Projected 5 Year Sales @: 10.0% v 10.0 $104,396.9

Less Expenses(5 Yr Avg % Pre Tax Profit Margin): 98% v 11.2 926955
Less Taxes(Lastyr. TaxRate ): 37.1% v | 370 -43258

Annual Shares \
QOutstanding
1994 2,040.0
1995 2,147.0
1996 2,162.0
1997 2,196.0
1998 2,213.0
1999 2,304.0
2000 2,324.0
2001 2,346.0
2002 2,293.0
2003 2,257.0

Less Preferred Dividends (Current PrefdDivi: 800 I~ [ 00 0.0
Projected 5 Yr Total Earnings $ 7.3665
Divided by Shares Outs. (Current Sh's. Outs.(M)): 22350 [ 00|
Make Earnings Per Share Selection Here:
EPSS EPS % Growth ‘
(" EPS by "Preferred Procedure™: 11.9
 Projected EPS:
@ Other: [ mm
Analysts' Estimate: 351

0K

Cancel ‘

A

MADE EASY

23

1/30/23

712



Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

EPS Five Years in the Future

¥ Estimate Earnings per Share Growth Rate ( Preferred Procedure Calculator

Projected 5‘:’&3.@: 10.0% v 10.0 $104.386.8

LEEIE ¥r Avg % Pre Tax Profit Margin): 9.8% v 11.3 -EEiEEE.EI

@3 Les:Last yr. Tax Rate ) 371% v 37.0 11-’&9,?2%.'3

Less Preferred Dividends {Current Pref'd Div):  $00 | LLL 0.0

Projected & ¥r Total Earnings - % ¥ JEDG
Divided by Shares Outs. (Current Sh's. Outs.(M)): 2235.0 {F+ 2175.0 ‘D

Note: @ Pre-tax Profit is not shown.

24

N



Stock Investing Made Easy Series — Preferred Procedure
Simplified

Questions

/&30

MADE EASY

25
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MADE EASY
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Simplified

...................................... $ 265089 |
"ot ol sales 146,274

Fifty-two weeks ended
September 24,
2011

Grossprofit . ... .. ... 004,625
Selling and operating expenses ... iiiahieaiiiiaain 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement . .. ...................... —

OPerating INCOINE: <.« s i s i e s 368,913
Other income (eXpense), Nt .. ..o v vvninnnennn.n. 648
Loss on financial instruments, net ................... (6,245)
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50 (2.912)
INterest EXPENMSE .. .o vn it i (57.657)

Income before income taxes . ....ocvvie i an 302,747
TRCOINC B ERPEIEE oo o v i i s (101.699)

Net Incomee: <o snie S s U0 Slmms 29 S0 $ 201.048
Net income attributable to noncontrolling interests ... ... 1,547

Net income attributable to GMCR ............... $ 199,501
Basic income per share:

Basic weighted average shares outstanding ........ 146.214.860

Net income per common share—basic .. ....... ... $ 1.36
Diluted income per share:

Diluted weighted average shares outstanding ...... 152,142434

Net income per common share—diluted .......... $ 1.31

27

What is our first (top) line?

o] FE 20> O (Bt 12/31/2011)
bl S EHT UMATERLY FIGURES
C -

oy EARMNTIS
5415 5
T~ g
Labest Guartes 1,158.3 0,64

Tear Ago Quarbes g0 u.02

\] Peccentage changs 101,48 _3,200.0%

27
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Simplified

Fifty-two weeks ended
September 24,
2011

General and administrative expenses

Patent litigation settlement . .. ...................... —
OPE ARG TICOINE 5o eya i e e SR 368,913
Other income (expense), net.......ovvuniuniunnnn .. 648
Loss on financial instruments, net ................... (6,245)
Fioseon FOreion! COrTemey e . . oo - wmon s s e mi s s 5 (2,912)
Interest EXPense . ... ... ....niuit i (57.65T)
Income before income taxes ... ....ove v it .. 302,747
THCOME TAX BXPOIBE o oo simsnmmiins win = simim i mom s smbs s (101.699)
NEE TS oo S 22 e DU S B $ 201.048
Net income attributable to noncontrolling interests ... ... 1,547
Net income attributable to GMCR ............... $ 199,501
Basic income per share:
Basic weighted average shares outstanding ........ 146,214,860
Net income per common share—basic . ........... $ 1.36
Diluted income per share:
Diluted weighted average shares outstanding ...... 152,142,434
Net income per common share—diluted .......... b 1.31

o,
o
~
L2
G
o
L]
~
G
..
‘e

1st step down the
Income Statement

a,
~
v
“
L]
‘e
..

- Cost of Sales

., Results in
“ Gross Profit

A

MADE EASY

28
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Netsales ..ottt e it e i crei et
Costabsiles s s i s s i sods S aeigs

Grossprofit .. ... ...
Selling and operating expenses ... iiiahieaiiiiaain
General and administrative expenses .................

Patent litigation settlement . ... .....................
DPCrAlmEICOINE o s R e R s
Other INCOME (EXPENSE), NEL . . v v v v e e nen s

Loss on financial instruments, net .. .................
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50
INterest EXPENMSE .. .o vn it i

Income before income taxes . ....ocvvie i an
INCOMIE TAX EXPEIEE 1x s wimsenimis min w sines o mom s Sm b 0

INEE INCOme: &350 SR r 2L PR s S0 BUTEE
Net income attributable to noncontrolling interests ... ...

Net income attributable to GMCR ...............

Basic income per share:
Basic weighted average shares outstanding ........
Net income per common share—basic .. ....... ...

Diluted income per share:
Diluted weighted average shares outstanding ... ...
Net income per common share—diluted ..........

Fifty-two weeks ended

September 24,
2011
$ 2,650,899
1,746,274
904,625

348,696
187.016

368,913
648
(6,245)
(2,912)
(57.657T)
302,747
(101.699)

$ 201,048
1,547

$ 199,501

146.214.860
b 1.36

152,142,434
$ 1.31

Next step down the
Income Statement

Expenses to operate

. the business -

" Operating Expenses

Results in
* Operating Income

A

MADE EASY

29
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It's Simple

Net Sales
— Cost of Sales
Gross Profit

— Selling Expenses
— General and Administrative Exp.
Operating Income

/&30

30

2N
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The Non-Operating Section

» This section frequently consists primarily of Interest
(or Other) Income and Interest Expense.

* Interest and investment income is earned and reported
when a company invests in certificates of deposits,
treasury bills or notes, or the stocks and bonds of other
companies.

* Interest Expense is a payment that the company makes

for the use of another company’s money ﬂi
(for example: notes, mortgages, and bonds). MADE EASY

31
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Simplified

Fifty-two weeks ended
September 24,

2011

Netsales . ... e et e e e eeeas § 2.650,899
Costofsiles sopacvnm svseim sss masm s weRes 1,746,274

Gross profit . . ..o 904,625
Selling and operatingexpenses ..................... 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement . .. ...................... —

ODEratRE INCOINE <o e e s as i s 368,913

Other income (expense), net.......ovvuniuniunnnn ..
Loss on financial instruments, net
Fioseon FOreion! COrTemey e . . oo - wmon s s e mi s s 5
Interest BXPenSe . ... ... .uu it e

Income before income taxes

THCOIIE DX EXTRTIIG fe oo s B0 i e (101.699)
Nl Ineomee s e s 33 DU s S3is DR $ 201.048
Net income attributable to noncontrolling interests ... ... 1,547
Net income attributable to GMCR ............... $ 199,501
Basic income per share:
Basic weighted average shares outstanding ........ 146,214,860
Net income per common share—basic ............ $ 1.36
Diluted income per share:
Diluted weighted average shares outstanding ...... 152,142,434
Net income per common share—diluted .......... b 1.31

Next step down the
Income Statement

.- Non-Operating Items
(May be income or
expense items)

Results in
.. [ncome before
Income Taxes

5'0CH

a

AL

%

32

1/30/23
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Fifty-two weeks ended
September 24,
2011
Netsales . ... e et e e e eeeas § 2.650,899 -
T o e e e B e o o 1,746,274 "\

Grossprofiti. - - oo o o s s s e s 904,625
Selling and operating €Xpenses . .................... 348,696
General and administrative expenses .. ............... 187,016 et
Patent litigation settlement .. ..............coouoonn. — L L

(O AT frrn 5 7 o oripnd 3 Banona D A0RTRE 3 368,913
Otherancome (Expense), met 85 s T 648
Loss on financial instruments, net ................... (6,245)
Loss on foreign currency, net ..............oooooo.. (2,912)

N e X PICTIEC 5 e e s e a ol ole s orim kao e o o) skl e ie et el (5']!,657)/_ll

Income before income taxes ... ....ove v it .. 302,747
THCOME TAX BXPOIBE o oo simsnmmiins win = simim i mom s smbs s (101.699)

Net Tnoome: s s S i 3908 PUrEmys TuE SoEsE $ 201.048
Net income attributable to noncontrolling interests ... ... 1,547

Net income attributable to GMCR ... ............ $ 199,501
Basic income per share:

Basic weighted average shares outstanding ........ 146,214,860

Net income per common share—basic . ........... $ 1.36
Diluted income per share:

Diluted weighted average shares outstanding ...... 152,142,434

Net income per common share—diluted .......... $ 1.31

. We are going to call :
: this entire section
. .- “Expenses” ;

R R RN EEE NN EEEEENNEEEEEENNEEEEENNEEEEEEEEEEEEEEEEN

A

MADE EASY

33

1/30/23
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Simplified

We know
Income before Income Taxes
by another name !

Pre-tax Profit

A

MADE EASY

34
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Simplified

Fifty-two weeks ended

September 24,
2011

Netsales ..ottt e it e i crei et $ 2,650,899
Costolbsales somaanrai snein e mam S @ e 1.746.274

Grossprofit . ... .. ... 004,625
Selling and operating expenses ... iiiahieaiiiiaain 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement . .. ...................... —

OPerating INCOINE: <.« s i s i e s 368,913
Other income (eXpense), Nt .. ..o v vvninnnennn.n. 648
Loss on financial instruments, net ................... (6,245)
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50 (2.912)
Interest expense . ............ (57.657)

\ 1]
Cncome before income taxes | Pre-tax Profit [ 302747

Income tax expense .......... O

Net Incomee: <o snie S s U0 Slmms 29 S0 $ 201.048
Net income attributable to noncontrolling interests ... ... 1,547

Net income attributable to GMCR ............... $ 199,501
Basic income per share:

Basic weighted average shares outstanding ........ 146,214,860

Net income per common share—basic .. ....... ... $ 1.36

Diluted income per share:
Diluted weighted average shares outstanding ...... 152,142434
Net income per common share—diluted .......... $ 1.31

PeroeiLape Change

35
i A e
: What is the second line? :
LF P R N R R R R NN R R R R RN R R R R R E RN R R R R PR RN R R R RN NN EEEESESEEEEEEEEEEEEERTY
Geowth Analysis
Hnggi:‘lnué _m\.lg',{ﬂ‘l;;sﬂll]
- - .SA.IFS ' EF'LE;.::”.@SE
IR . - W 1z
Tear Ago Guarbes sTh.0 o, 032
_ 1D1.4E _3,200.08
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

cause?

One or more of the items in the

What is Happening?
The distance between the Sales
line and the Pre-tax Profit line
Is changing. What might be the

Net sales w55 00n0mm

Costofsales ................ By

Grossprofit ................
Selling and operating expenses .. ..
General and administrative expenses
Patent litigation settlement . ... ....

Operating income ...........
Other income (expense), net . ... ...
Loss on financial instruments, net ..
Loss on foreign currency, net . .. ...
INEIESt EXPENEE o i i viin . cnas

L R S

g

B s
Income before income taxes®” . ..

box is changing!
Expenses !

Growth Analysin
FE 20X O (Bt 12,3142011)
RECENT QUERATERLY FRGURES

A RSO
SALES g LIS
FEAE i 1}
LabEst Cuarkes 1,158.3 0,68
Y Year Ago Quarber H18.0
i
1| Percentage Change 101,48 3,200.08

36

36
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Let’s Look a Little Closer

(Option 1)

(s
/ / 2011

From 2010 to 2011 Sales and
Pre-tax Profit moved closer!

The space between the lines —
Expenses — got smaller

1/30/23

37
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

\) Let’s Look a Little Closer

p,

(Option 2)

Move the lines so that the first year of data overlaps

First Year Data Which grew faster?

E‘S“SGPLUS

>
i ? i
MADE EASY

38
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

\) Let’s Look a Little Closer

p,

(Option 3)

Move the lines so that the first year of data overlaps

First Year of Which grew faster?

Trend Lines e —
: SSGPLUS

/&30

MADE EASY

39
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

Questions

/&30

MADE EASY

40
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

=
Fifty-two weeks ended . E
‘Stpt::mhﬂﬁz-l. E Next Step down the 3
2011 . .
NELSIES - S 263059 : Income Statement :
Costofsa]_es ____________________________________ M " N NN EEEEEEEEEEEEEEEEENEEEEEEENEENEEEENEENEEEEEEEEEEEEE"
Grossprofit .. ... ... 004,625
Selling and operating expenses ... iiiahieaiiiiaain 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement .. ....................... — » Income taxes
L
DPCrAlRE TICOINE = a i R R s R 368,913 “"
Other income (eXpense), Nt .. ..o v vvninnnennn.n. 648 “"
Loss on financial instruments, net .. ................. (6,245) "¢“ .
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50 (2,912) “" ReSU |tS g
INEErESt EXPEISE .\ v e ereeeereeetieeeneeaneennnnn (57.657) o
——" . ..---Net Income
Income before income taxes ............... ... 302.747 A:‘ _“.--"'
INCOMIE TAX EXPEIEE 1o s wimserimis min w sines o mom s Smbs 50 (101,699) _,.--“"
................................ s 201048 )4
Net income attributable to noncontrolling interests ... ... 1,547
Net income attributable to GMCR ............... $ 199,501
Basic income per share:
Basic weighted average shares outstanding ........ 146,214,860 @
Net income per common share—basic .. .......... $ 1.36
o MADE EASY
Diluted income per share:
Diluted weighted average shares outstanding ... ... 152,142,434
Net income per common share—diluted .......... b 1.31

41
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Fifty-two weeks ended
September 24,

2011

Netsales ..ottt e it e i crei et $ 2,650,899
Costolbsales somaanrai snein e mam S @ e 1.746.274

Grossprofit . ... .. ... 004,625
Selling and operating expenses ... iiiahieaiiiiaain 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement . .. ...................... —

OPerating INCOINE: <.« s i s i e s 368,913
Other income (eXpense), Nt .. ..o v vvninnnennn.n. 648
Loss on financial instruments, net ................... (6,245)
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50 (2.912)
INterest EXPENMSE .. .o vn it i (57.657)

Income before income taxes . ....ocvvie i an 302,747
TRCOINC B ERPEIEE oo o v i i s (101.699)

Net income attributable to GMCR ............... $ 199,501
Basic income per share:

Basic weighted average shares outstanding ........ 146,214,860

Net income per common share—basic .. ....... ... $ 1.36

Diluted income per share:
Diluted weighted average shares outstanding ...... 152,142434
Net income per common share—diluted .......... $ 1.31

u ]
- -
. What is the third line? :
. "
] "
: dat IS the tnira 1ine .
" "
AN EEEEEEEEEEEEEEEEEER EEEEEEEEEEEEEENNEEEEENNEEEREENNEEREEEEEEEEEEEET
Gaowth Anadlysin
FE 20X O (Bt 12/31/2011)
RECENT QUMATERLY FRIURES
EARMTGS
£ H
ISS-II-\U.I.I.S F'E.'n‘l'f)lﬂ.-\RE f
Labest Guartes 1,158.3 5
: Tear Ago Quarbes g0
1| Percestspe Change —_301.4%8
=
- uE

42
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

What is Happening?

The distance between the Pre- AN s
tax Profit line and the Net S . vy
Income line is changing. What { v e s

might be the cause?

a
Ly ]
a
a
L]
......
Ll ]
r ]
"
y
L]

Only one thing is

happening in between! >t ,,_,JI,.JA[%I/“

Taxes ! |

Income before income taxes.. . e e e e I =
| Income tax expense ........... g S A S

43
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

\) Let’s Look a Little Closer

p,

/

N 7@{4_

[ -¢—)

2011

From 2010 to 2011 Pre-tax
Profit and Net Income
moved closer!

The space between the lines

- Taxes — got smaller m

44
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Stock Investing Made Easy Series — Preferred Procedure

1/30/23

Simplified
=
Fifty-two wecks ended . H :
: Final step down the
2011 = 3
e $ 2,650,899 Income Statement
ot ol sile8 oo e i e S e S e S 1. 746274 "N AN NSNS EEEESESEEENENSEEEEEESEEESEEEEEEEEEESEEEESEa’
Grossprofit .. ... ... 004,625
Selling and operating expenses ... iiiahieaiiiiaain 348,696 .
General and administrative expenses ................. 187,016 . Shares Outstandlng
Patent litigation settlement .. ....................... — .
DPCrAlRE TICOINE = a i R R s R 368,913 ,:
Other income (expense), Net ... .ov v eennnn . 648 s
Loss on financial instruments, net ................... (6,245) ,: H
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50 (2.912) s Resu ItS N
INterest EXPENMSE .. .o vn it i (57.65T) ."
Income before income taxes . ....ocvvie i an 302,747 .'. '.'. Net Income Per S hare
INCOITIE BAX EXPETINE 1o o rsom w0 0 (101.699) s -
NetInopmye ooous fns cproaaame cove s ey 2y B $ 201.048 ..'. .
Net income attributable to noncontrolling interests .= 1,547 s s
Net income attributable to GMCR ............... 199,501 ..'. '.'.
Basic income per share: s .."
Basic weighted average shares outstanding ........ 146,214,860 | £ R @
Net income per common share—basic .. .......... N ..; MADE E ASY
Diluted income per share: ]
Diluted wei rcs outstanding ... ... 3
et income per common share—diluted . 2. . ...
45
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Fifty-two weeks ended
September 24,

2011
Netsales ..ottt e it e i crei et $ 2,650,899
Costolbsales somaanrai snein e mam S @ e 1.746.274
Grossprofit .. ... ... 004,625
Selling and operating expenses ... iiiahieaiiiiaain 348,696
General and administrative expenses ................. 187,016
Patent litigation settlement . .. ...................... —
OPerating INCOINE: <.« s i s i e s 368,913
Other income (expense), Net ... .ov v eennnn . 648
Loss on financial instruments, net ................... (6,245)
Fiosson FOrEion! COrTENeY e« . o -~ mmon i s = w1 as s 50 (2.912)
INterest EXPENMSE .. .o vn it i (57.657)
Income before income taxes . ....ocvvie i an 302,747
INCOMIE TAX EXPEIEE 1x s wimsenimis min w sines o mom s Sm b 0 (101.699)
Net Incomee: <o snie S s U0 Slmms 29 S0 $ 201.048
Net income attributable to noncontrolling interests ... ... 1,547
Net income attributable to GMCR ............... $ 199,501
Basic income per share:
Basic weighted average shares outstanding ........ 146,214,860
Net income per common share—basic .. ....... ... $ 1.36

Diluted income per share:

Dil i standing ...... 152
Net income per common share—diluted 2. ... ... $ 1.31

What is our final line?

Gaorwith Anadtymin

FE 3007 O (Ended 13/3152011)
RECEWT QUARTERLY FRIUFES
EARMTGS
BALES PER BHEARE
) 1% | | -
Latest Guartes 1,138.3 LY LS I I |
) ! I PR
U Year Ago Quarber g0 0,02 I /Ip’ |
i i
} ] N ]
\] Peccentage changs 101 .48 3,200.0% 1
i
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

The distance between the Net

Geowth Anadysin

RECENT

What is Happening?

PFY 3902 OI (Ended 13/3152011)
: V¥ FRIUFES

Income line and the Earnings . we
Per Share line is changing. | e s o
What might be the cause?
Net income attributable to GMCR -., /
Diluted income per share: "'u, | ,,»/ 3

| Diluted weighted average shares outstanding {B| ,,.——’:"H o /

Net income per common share—diluted ., ., Tf g 1
0.... ’....’ ,--""’F'H pr——-

Only one thing is _\ | = ; -
happening in between! eal = f_,.fj’ =A==
Shares Outstanding ! 1 R e

47
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

\) Let’s Look a Little Closer

px

From 2010 to 2011 Net
Income and Earnings Per
Share moved further apart!

The space between the

— got larger

lines - Shares Outstanding ﬂi

48
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Why Two Different
Earnings Per Share?

Basic income per share:
Basic weighted average shares outstanding ... 146,214,860
Net income per common share—basic . ... ... $ 1.36

|

Diluted income per share:
Diluted weighted average shares outstanding . 152,142,434
Net income per common share—diluted .. ... $ 3] <

What is the difference between Diluted

Earnings Per Share and Basic Earnings
Per Share?

Which one do we use?

/&30

MADE

EASY

49
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

Dilution

* These are securities that:
o Are not common stock.

exercise an option or conversion privilege.

debt or convertible preferred shares.

more shares (diluted) if the dilutive securities
were converted.

=  Dilution occurs when there are “Dilutive Securities”.

o Allow the owner to obtain common stock when they

* The most common are stock options, warrants, convertible

» The earnings of the company would be spread over

/&30

MADE EASY

50

1/30/23

=N



Stock Investing Made Easy Series — Preferred Procedure
Simplified

Why Do We Care?

If we have three shares outstanding,
how big is every share?

-~

-

e

~

¥

ADE EASY

Vst

51
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

Why Do We Care?

If we potentially have five more
shares outstanding, how big is every
share?

ADE EASY

Vst

52
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Why Do We Care?

Dilution reduces the size of our piece of pie.

Before Dilution

@

a2
VY

/&30

MADE EASY

Vtesn/

53
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

Which Weighted Average Share?

= We will use the Diluted Weighted Average Shares
Outstanding !

* Why?

* Spreading the earnings over more shares gives us a lower,
more conservative Earnings Per Share.

= Note: In the calculation, any securities that would not be

converted at the period end stock price are ignored. .

MADE EASY

54
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

Questions

/&30

MADE EASY

55
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

Where Do We Go From Here?

56

| iy



Stock Investing Made Easy Series — Preferred Procedure

Simplified

Reality Check

We easily see what to focus on using Part 1 of the SSG,
“Growth Analysis”.

* The SSG tells you which items on the Income Statement to
focus on.

* We can isolate what is changing by looking at each set of lines.

* This points us to the items we need to study, understand, and
consider in projecting the future.
o Trylooking in the Annual Report at Management’s Discussion and
Analysis (MD&A).

* We can then project our future EPS by evaluating mi‘j;.%\'
each component of the preferred procedure.

57
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

EPS Five Years in the Future

[ Estimate Earnings per Share Growth Rate ( Preferred Procedure Calculator

Preferred Procedure Calculation

Divided by Shares Outs. (Current Sh's. Outs.(M)): 2235.0 [v= 2175.0 @D

ProjectedSYea: 100%x ¥ [100 $1043888 | {

Les 5 Yr Avg % Pre Tax Profit Margin):  98% v [11.2 926955 | ¢
- | : : % [37.0 4325 §

Lesast yr.TaxRate ): 37.1% v 4,325.8 ?

Less Preferred Dividends (Current Pref'd Div): $00 [ I 0.0 f

3

Projected 5 Yr Total Earnings = ¢ @ ¢

3

/

]

A

MADE EASY

ot te - PR et WY i WP o e T Wy Y o S
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

BETTER

SSGPLUS

What are we trying
to accomplish by
using the SSG?

D6

07

08

09

10

11

12

13

14

15

59

1/30/23

cQ



Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

BETTER

SSGPLUS ~
Mim-‘"""““

IS S EEEE-EEE-EEEE-EER —‘

We are projecting Sales and
Earnings Per Share 5 years into
the future!

The top of our Income Statement
(Sales) and the bottom (Earnings
Per Share)

06 07 08 09 10 11 12

—

60
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

BETTER

SSGPLUS n— -
e e S e

We want to determine what we
expect our Income Statement
to look like 5 years from now!!

06 07 08 09 10 11 12 13 14 15 16 17 18 19 20

USING PREFERRED PROCEDURE — WE CAN !

61
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

How Do We Use This?

= We try to understand how the company has grown

historically.

= We try to understand where things have changed
over time: 4. Taxes Paid
1. Sales 5. Net Income
2. Expenses 6. Shares Outstanding
3. Pre-tax Profit /. Earnings Per Share

» We use this information to help us project how ﬂ;
the Income Statement might change over the MADE EASY

next 5 years.

62

e



Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

EPS Five Years in the Future

Our expected Income Statement
S years from now!

[ Estimate Earnings per Share Growth Rate ( Preferred Proced\
Preferred Procedure Calculation

Projected 5 Yea€ Sales)@: 100% ¥  [10.0|$104,386.8

Les Yr Avg % Pre Tax Profit Margin): 9.8% v 11.2]- 92,695.5
Lesast yr.TaxRate ): 37.1% v 37.0)- 43258

Less Preferred Dividends (Current Pref'd Div):  $00 | |

Projected 5 Yr Total Earnings
Divided by Shares Outs. (Current Sh's. Outs.(M)): 2235.0 l7+ 2175.0

T T A e PP o W Y T T e

ol o SONRIPE o 6 WY o L SRR, oy T S S W GRS
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

What Do You Do with
Preferred Dividends?

» Preferred dividends must be paid to preferred
shareholders before common shareholders get paid.

» To common shareholders, it is the equivalent of an
expense.

» Estimate the preferred dividends five years in the future
and subtract them from earnings before dividing by /&0
shares outstanding. \AADE EASY

64
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

Summary
In this hour we’ve touched on:

= \What Preferred Procedure is.

* The relationship of the Income Statement,
the SSG, and Preferred Procedure.

* Why we should use Preferred Procedure.

= Understanding the relationship between

the lines on the SSG graph.
= Working with preferred dividends.

65
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Special Thanks

Ron Bruyn, Orange County
Linda Glein, Puget Sound
Claire Struthers, Heartland
Joe Smith, New Jersey
Ann Newman, Georgia

ﬂ\m\\ca

These are all special people whose work
contributed fto this session and who passed their
knowledge of Betterlnvesting methodology to me.
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Stock Investing Made Easy Series — Preferred Procedure

Simplified
Make A Difference In
Someone’s Life
Week y If you have benefited from
Bl BETTERINVESTING”
) Please share some BetterInvesting
Sto%liUp materials and introduce others to
this dynamic investment education TickerTalk

SSGPLUS opportunity!

BeTTER My e ° SY
GRSSG Pay it forward!

67
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Stock Investing Made Easy Series — Preferred Procedure 1/30/23
Simplified

s e
Make A Difference In
Someone’s Life

and make a difference in your life !
BETTERINVESTING™
Surround yourself with other
like-minded investors
COMMUNITY . helping our community!

OUR LOCAL CHAPTERS

B Pay it forward! '

CQ



Stock Investing Made Easy Series — Preferred Procedure
Simplified

Questions or Comments

ah cpabe.com

ah@cpabe.com

Avi Horwitz

MADE EASY

69
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

Next webinar:

Don’t miss the next webinar in the series *

Webinar Series ‘),%

5

ROE, ROE, ROE to Float Your Boat
June 29, 2023 - 8:30 pm Eastern Time

StOCk InVeStin g Made Ea§%‘m W lﬁtm&m ,
4

70
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Stock Investing Made Easy Series — Preferred Procedure

Simplified

/5O

MADE EASY

ese?/

nan 111 i [} | [ B/ |

Upcoming Webinar Schedule
Mark Your Calendar
Stock Investing Made Easy (SIME) Series
* June 29 — ROE, ROE, ROE, to Float Your Boat —
Ron Mauer
* August 30 — Don’t Stay Tied Up at the Dock - Let’s
Get Our Sea Legs! — Fred Rhamy Jr.
* QOctober 30 — Tinker to Evers to Chance —

Mark Mechenbier and Avi Horwitz
Protecting Your Portfolio (PYP) Series

71
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Stock Investing Made Easy Series — Preferred Procedure
Simplified

Questions or Comments

ah cpabe.com

ah@cpabe.com

Avi Horwitz

MADE EASY

72
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