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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 (“Bl”). 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. Bl presenters and volunteers are held to a strict code of conduct that precludes benefiting
financially from educational presentations or public activities via any BetterInvesting 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
Betterlnvesting. The presenter is not endorsing or promoting the use of these websites, products or
services.

This session is being recorded for future use.



B WWW.BETTERINVESTING.ORG

Today’s Agenda

Enhance your own stock studies using four tools:
- A First Cut stock study
- Comparison Chart Checklist

. SSGPLUS
- Big Charts from the Research Tab
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What is a First Cut?

It is a preliminary look at a stock using a specific
format

- It is not a complete stock study.

- |t is a recommendation by a member(s) of the Bl
community to consider investing some of your time
in further study.

- It should not replace your own analysis and opinion
of a stock
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A First Cut includes:
- A completed SSG

- Answers to 5 or 6 SSG projection questions and
information about:

- How the company makes money
- Why the company is a quality growth company

- Whether to Buy/Hold/Sell or keep in the Stock
Watch List

- A explanation for the final recommendation
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Why Go Beyond a First Cut?

- It's your money/your club’s money. You want the
most complete analysis to make your decision

- Itincreases your self-confidence in your
judgments and expectations.

- Practice making judgments and documenting
your judgment choices results in making better
future judgments
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Other Reasons to Do Your Own Study

So thatin 1, 2, 3+ quarters from now you can

- Understand the root causes for all variances from your
projections

- Compare actual results with your expectations.

- Take appropriate corrective action in a timely fashion.

- Make better future decisions.
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Find First Cut Stock Studies

On the Bl home page (scroll down...)

First Cut Stock Reports

share new stock studies. ! \\4
»

From Betterinvesting Weekly (Thursdays)

April 22, 2021
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| start with the SSG in the FC

Company Tractor Supply Date 1231720 2 EVALUATING Management Tractor Supply
N Prepared by ULMER Dats taken from BI Stock Data 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 Last5 YearAvg.
BETTERINVESTING Wherevaded NAS __indusiy Speciaty Retad et potionses | 7] ss%] ean] toox] tosu] roew] toze] ssw] sex] e oo
Educating Investors Since 1951 Coplalizalion — Ouisinding Amosts > Retomees . % Eamed on Equiy 176%| 220%| 258%| 27.4%| 205%] s01%| 282%] 302%] 3sim| seen 323%)
Preforred (M) 00 insiders [ Insttution % Dett To Capital 02%| o1%] o] ox] o] rosn] 172x] 2e6%] 220%] esan] 27.6%
Stock Selection Guide Commen (M Shares) 1177 az| 644
Debi (W) 34132 %ioTaCap | 64s|%peiDi| 12 3 PRICE-EARNINGS HISTORY as an indicator of the future
hs prices with s bulding block for Iransiating eamings into fulure slock prices.
Symbol: TSCO CLOSING PRICE 140,58 (12/31/20) HIGH THIS YEAR 157.07 LOW THIS YEAR 6388
A B I | () T E F G H
VISUAL ANALYSIS of Sales, Earnings, and Price [
1 [ Year Price Eamings |  Price Earnings Ratio Dividend % Payout | % High Yield
High Low PerStare | HghA/C | LowB/C | Persnwe | FiC*100 | F/B*100
5204 2015 %3 745 300 578 253 70
po 2016 973 615 327 27 188] 092 281 [
[2017 783 199 330 27 5.1 705 318 21
2018 977 583 a3 27| 135) 120 273 21
2019 143 03 [ 245 172 136 292 17}
< [AvERAGE 549) T 22 62 23
° [CURRENTITTI o 750 248
[AVERAGE PRICE EARNINGS RATIO. 207 [CURRENT PRICE EARNINGS RATIO. 218
4 EVALUATING RISK and REWARD over the next 5 years
and one b boo 5 years, calcul ‘made of how Stock might sell. The
e key d reward
10.85 A HIGH PRICE - NEXT § YEARS
. Avg. High PIE 250 X Estimate High Eamingw/Share 1085 =  ForecasiedMghPrices 2713
B LOW PRICE - NEXT § YEARS
(8) Avg. Low PIE 160 X Estimate Low Eamingy/Share 644 = Forecasted Low Price $ 1030
(b) Avg. Low Price of Last 5 Years 649
(€) Recent Market Low Price =3
S Indicated Drvdend 160 o
° ° (8) Price Dividend Wil Support . . e .
Selected Forecasted Low Price § 1030
CZONING  using 26%-50%-25%
Forecasted HighPrice 2713 Minus ForecastedLow Price 1030 = 1683 Range. 25% ofRange 421
Buy Zone 1030 o 151
Held Zone 1451 o 202
Sel Zone 2202 o ma
Present Market Price of 14058 s n the BUY Zore
D UPSIDE DOWNSIDE RATIO (POTENTIAL GAIN VS, RISK OR LOSS)
2713 Minus PresentPrice 14058 130.71
. . T
Presert Price 14058 Wnis Low Price 1030 758 A !
E PRICE TARGET (Note the next five toms)
High Price 2713
R —YWE— 19298 X 100 = 19298 100 = 930 % Appreciation
5 S-YEAR POTENTIAL
FY 2020 Q3 Swes (M) | Eamings Per Share
™ por Yiekd to get Total retum R provides & standard for companng income and
Catest Quarier 2607 162, growth stocks
Voot Ago Guarier I 07 A indicated Annual Dividend 138
—CowgPie TG " 0014 = 11% Cument Yied
@ [Percuninge Charge N [t B AVERAGE YIELD - USING FORECAST HIGH PIE AVERAGE YIELD - USING FORECAST AVERAGE P/E
Bhaor | Z% 09% MpNiaed G B3N, 4,
Forecast High PE 2500 Forecast Average PE 2050
© COMPOUND ANNUAL RETURN - USING FORECAST HIGH P/E  COMPOUND ANNUAL RETURN - USING FORECAST AVG P/E
(1) Mistorical Sales Growth 9.5% (3) Historicad Eamings Per Share Growth 187% Acrsitand Arprecason ey Anvwatzed Appreciation %
(2) Estimated Future Sales Growth 0.0% (4) Estimated Future Eamings Per Share Growth 10% Average Yiedd 0% Average Yield 1%

Annualized Rate of Return 150% Annuakzed Rate of Return 108%




WWW.BETTERINVESTING.ORG

To start your own stock study

1.

2.
3.

Open a new online SSG for TSCO. It will have
updated: prices; PEs; Current/TTM EPS

Obtain current resources used in the First Cut.
Read and compare the current resources to the
First Cut content

Add additional resources and record your
findings & your own judgments.



Enhance Your Stock Study Using a First Cut

WWW.BETTERINVESTING.ORG

created by Bob Houle 10/7/2020 / with Marcia Couey edits 6/1/2021

First Cut answers to
these questions are...

Level 1

Level 2

Level 3

1. Why is this a quality
company?

(Comment on historical data,

sales, earnings, etc.)

General description of the
company from Wikipedia or
popular financial websites.
Description of sales and
earnings 10-year trends.

Business description from 10K MD&A,
highlighting the company’s track record
and growth strategy.

Comment on PTP%, ROE, and debt.
Discuss 10- and 5-year trends and any
anomalies.

Explains if the company has a Durable
Competitive Advantage (DCA).

Compares company to Peers, Industry, and
general market (S&P 500).

2.Describe how the company

makes money.

Lists products or services
provided by the company.

Discusses and compares different
sources of revenue (geographies,
divisions, product lines, etc.) and how
they contribute to overall sales.

Discusses growth prospects, expansion plans,
operational advantages, customer retention
strategies, new products or services that will
protect DCA.

w

rate for sales for the next
5-years.

. The projected annual growth

Uses “best guess” Analyst
Consensus Estimates on
SSG or average of Member
Sentiment.

Assess Value Line, Momning Star, and
Analyst Price Estimates to formulate a
conservative sales growth projection.

Develops sales growth rate based on company
growth strategy, trends in the industry, markets,
and general economy. Explain starting point for
projections (Annual, Quarterly, Trend)

4. The projected annual growth
rate for earnings for the next

5-years.

Uses "best guess” Analyst
Consensus Estimates on
SSG or average of Member
Sentiment.

Uses Preferred Procedure calculation
with defaults.

Listens to Earnings Call or reads transcripts and
uses Preferred Procedure but applies judgments
to one or more of the various defaults, based on
research and historical data.

(2]

and Low Price

. Projected - High PE, Low PE,

Uses the Projected High PE
/Low PE from the SSG
without any adjustments.
Projected low price recent
market low without any other
explanation.

Considers outliers in data (lowering PE)

and including an earnings adjustment for

future accretive additions (new products

other downside information in selecting.

Everything in “Level 2" AND discusses which
EPS (TTM, Last Year, etc...) will be projected
adding in other judgments on earnings.

Uses -- or considers using -- variable earnings
rates within the 5 years of projections.

6. Final Recommendation (Buy, Sell, Hold) or Add to Watch List explain:

Legend: MD&A = Management Discussion and Analysis as found in the Annual Report = 10K
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Discuss why you consider this to be a high quality, growth company that
1 should be investigated further. Please include comments on historical
sales and EPS growth, pre-tax profit margin, return on equity, and debt.

Pet ownership has increased during this last year due to COVID 19. | began
looking for a company that could benefit from pet ownership. TSCO revenues
have grown 9.5% over the last 10 years and 31.4% in the 3" quarter.
Earnings per share have grown a ten year average of 15.7% and 58.6% in
the recent quarter. Profit margins average 9.4% and ROE average is 32.3%.
Debt to Capital is 69%. In the last year the debt to capital has risen due to a
recent SEC rule that lease payments must appear on the balance sheet.

First Cut answers to Level 1 Level 2 Level 3
these questions are...

1. Why is this a quality General description of the Business description from 10K MD&A, Explains if the company has a Durable
company? company from Wikipedia or highlighting the company’s track record Competitive Advantage (DCA).
popular financial websites. and growth strategy. Compares company to Peers, Industry, and
(Comment on historical data, | pDescription of sales and Comment on PTP%, ROE, and debt. general market (S&P 500).

sales, earnings, etc.) earnings 10-year trends. Discuss 10- and 5-year trends and any
anomalies.
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Briefly describe how the company makes money:

Tractor Supply is a specialty retailer selling products to recreational farmers.
47% of sales is livestock/pet products. 21% is tools, hardware, truck, and
towing. 20% of sales is seasonal items such as mowers and snowblowers
and gifts. 8% of sales is footware and clothing. In addition to the large
stores, TSCO owns PetSense,180 smaller stores that offer vet and grooming
services for pets, as well as toys and food supplies.

[ 3

First Cut answers to
these questions are...

Level 1

Level 2

Level 3

2. Describe how the company
makes money.

Lists products or services
provided by the company.

Discusses and compares different
sources of revenue (geographies,
divisions, product lines, etc.) and how
they contribute to overall sales.

Discusses growth prospects, expansion plans,
operational advantages, customer retention
strategies, new products or services that will
protect DCA.
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Projected growth rate for sales: 9.0%
Why did you select this rate? Discuss from where future growth will come.
The Value Line analyst estimate is 8% and Morningstar is 11%. There are

plans for additional stores.

First Cut answers to
these questions are...

Level 1

Level 2

Level 3

3. The projected annual growth
rate for sales for the next
5-years.

Uses “best guess” Analyst
Consensus Estimates on
SSG or average of Member
Sentiment.

Assess Value Line, Morning Star, and
Analyst Price Estimates to formulate a
conservative sales growth projection.

Develops sales growth rate based on company
growth strategy, trends in the industry, markets,
and general economy. Explain starting point for
projections (Annual, Quarterly, Trend)
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4 Projected growth rate for earnings per share: 11%
Why did you select this rate?
Analyst estimates range from 10% at Value Line to 16% at Yahoo. | chose a
conservative numer in between those estimates. Pet ownership has grown
and pets are cared for as members of the family.

First Cut answers to Level 1 Level 2 Level 3
these questions are...

4. The projected annual growth | Uses "best guess” Analyst Uses Preferred Procedure calculation Listens to Earnings Call or reads transcripts and
rate for earnings for the next | Consensus Estimates on with defaults. uses Preferred Procedure but applies judgments
5-years. SSG or average of Member to one or more of the various defaults, based on

Sentiment. research and historical data.
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Projected High P/E: 25
Why did you select this value?

| used the average high PE after eliminating the 2015 high PE

Projected Low P/E: 16
Why did you select this value?
| used the average low PE after elimination of the 2015 PE

Projected Low Price: $103
Why did you select this value?
| used the low PE multiplied by the estimated low earnings /share

First Cut answers to Level 1 Level 2 Level 3
these questions are...

5. Projected - High PE, Low PE, Uses the Projected High PE Considers outliers in data (lowering PE) | Everything in “Level 2” AND discusses which

and Low Price /Low PE from the SSG and including an earnings adjustment for | EPS (TTM, Last Year, etc...) will be projected
without any adjustments. future accretive additions (new products adding in other judgments on earnings.
Projected low price recent or acquisitions). Considers low price with | Uses -- or considers using — variable earnings

market low without any other | other downside information in selecting. | rates within the 5 years of projections.
explanation.
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6. Final Recommendation (explain)

At the current price, the stock is a (check one):
XIBuy or [ JHold or []Sell

At the current price, the upside-downside ratio is: 3.5to 1
Compound Annual Return - Using Forecast High P/E: 15%

Your final recommendation (check one):
XBuy or [JHold or [ |Sell

Explain:

Tractor Supply is in the Retail Building Supply Industry, which for the last 5
months has been the number one industry in Value Line. | think pet
ownership will be here to stay with pet ownership increasing in the Millennial
Generation, especially with the work at home trend due to COVID19. Tractor
supply also sells items for the home and yard, another trend that is growing.
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Enhancements to Our Stock Study

Customers (MD&A)

Detailed Business

Description & Segments
4% Agriculture

Business Locations (#s)
New stores & plans
Competition Analysis
Detailed debt discussion
New acquisition (2/21)

6. Total Return Decision

Price Appreciation
Dividend Growth Discussion
Q1 Performance

What additional analysis
do you take in your
studies? Please send in
the Question Box.
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SSGPLYS Tools You Can Use

Enhance your Stock Study with:
« Preferred Procedure
- Data Tab>Detailed Estimates
+ Quarterly Data Tab>
Quarterly Growth Trend Graph & Data Table
- (Valuation) Ratios Tab

Research Tab (same for “°RESSG)
« Analyst Estimates (3 + 1 or more Premium)
- Big Charts
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Video Resources

On the Bl website: TickerTalk July 2020
= Class Title: TickerTalk July 2020
LEARNING FIND GREAT TICkerTaIk Program Title: TickerTalk
CENTER 4 STOCKS ~ Release Date 7/16/2020
Length: 1:05:02

Introducing Detailed Estimates in SSGPlus; Add Analyst Estimates to Your SSGs; Five in Five! (stock

GET STARTED ideas)
Analyst Consensus Estimates Made Easy
YOUR PATH TO BETTER INVESTING ( Class Title: Analyst Consensus Estimates Made Easy
\_/ Program Title: StockUp
BETTERINVESTING MAGAZINE StockUp Release Date 6/18/2021
Length: 1:10:11

VIDEO LEARNING LIBRARY

Estimate EPS Using the Preferred Procedure

EVENTS ta Class Title: Estimate EPS Using the Preferred Procedure
\/ Program Title: StockUp
STOCKUP StOCkUp Release Date 2/10/2021
Length: 1:21:44

TICKERTALK

Research and Your Stock Selection Guide
INVESTOR EDUCATION ARTICLES tm Class Title: Research and Your Stock Selection Guide
- Program Title: StockUp
WORKSHEETS StOCkUp Release Date /10/2020
Length: 1:11:37
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Other Favorite Resources

 First Cut Archive at Betterlnvesting.org

 The Stock Selection Guide (SSG) and Portfolio
Management Magic, 2nd Ed. by Mike
Torbenson. Chapter 7. Hi and Low PEs

The Five Rules for Successful Stock Investing,
by Pat Dorsey. Chapter 3. Economic Moats.

( Inside)

* Accessing the Business Description and MD&A
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Enhance Your Learning Muscles

Create your own Reference Chart!

—Add a row of total return criteria for the Final Recommendation
—Add a column of financial metrics that are important to you

Use a Partner

—Use “free” Zoom and/or share your SSG study and pdf
—Got Gmail?

—Download the First Cut Form to conduct your own stock studies

Read the Annual Report MD&A
Clubs: Consider a BIGW Director Club Support visit
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Summary

Today, we showed how to enhance your stock
study with (at least) four tools:

- A First Cut stock study

- Comparison Chart Checklist

. SSGPLUS
- Big Charts from the Research Tab




Questions or Comments?

1951

Contact info:

Marcia Couey, GoldenWest Chapter Director
marciathewriter@gmail.com
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Empowering Investors Since

Frank Paiano, GoldenWest Assoc. Chapter Director

wonderprofessor@gmail.com
with thanks to Bob Houle & Judy Ulmer




Research Tab Menus (as of 6/17/21)

Company Summaries

File Data Print

Resfarch
-

Betterlnvesting

Company Website

- Google Finance Summary

Analyst Estimates

Morningstar Summary

Company Summaries

Motley Fool Summary

Filings and Transcripts

MSN Money Summary

Financial Statements

Yahoo Summary

Key Statistics

Filings and Transcripts

Price Charts

- Seeking Alpha Call Transcripts

SEC EDGAR Filings - 10-K

SEC EDGAR Filings - 10-Q

SEC EDGAR Filings - ALL

Financial Statements

Morningstar Financials

Reuters Financial Statements

Key Statistics

- Finviz

Morningstar Key Ratios

Yahoo Key Statistics

Price Charts

Big Charts 5 Year Chart

Betterinvesting (resources)

- Company Research

Bl Magazine

Member Sentiment

Search Bl Website for Ticker

Company Website

Company Website

Analyst Estimates*

CNN Money Analyst Estimates

MarketWatch Analyst Estimates

StockCharts Weekly Chart

Morningstar Analyst Estimates

NASDAQ Analyst Summary

Seeking Alpha Estimates new

Yahoo Analyst Estimates

Zacks Detailed Estimates

* free resources.

Consider using Betterlnvesting
Member Sentiment (see Averages
at the end of the table” as an
“analyst estimate.”

Sample pages of Analyst
Estimates pages as of 6/17/2021




Access the Business Description and MD&A from the Online SSG

Note: we used Tractor Supply Company for all our sample screens.

Step 1. Open the stock you want to study in the online tools and go to:
Research Tab > Filings and Transcripts > SEC EDGAR Filings-10K.

File Data Print

Research

Tools Logout

Betterlnvesting

Company Website

Analyst Estimates

Company Summaries

Filings and Transcripts

Seeking Alpha Call Transcripts

Financial Statements

SEC EDGAR Filings - 10-K

Key Statistics

SEC EDGAR Filings - 10-Q

Price Charts

SEC EDGAR Filings - ALL

The following screen appears.

Step 2. Select the Documents button for the most current 10-K.

State location: TN | State of Inc.: DE | Fiscal Year End: 1228
(Office of Trade & Services)
Get insider transactions for this issuer.

Filter Results

Ownership?

O'include @

Prior to:

Filing Type: (YYYYMMDD)

10-k

ltems 1-26 [5] RSS Feed

exclude O only 40 Entries v

Business Address

5401 VIRGINIA WAY
BRENTWQOOD TN 37027
6154404600

Mailing Address
5401 VIRGINIA WAY
BRENTWOOD TN 37027

Search Within Files
| Full Text Search

Limit Results Per

Page

Enter keywords
Search |

Show All Search

Filings| Format Description Filing Date
— - Annual report [Section 13 and 15(d), not S-K Item 405]
10K Documents )| RALSEEIEEED Acc-no: 0000916365-21-000052 (34 Act) Size: 10 MB 2021-02-18
¥ (o) - Annual report [Section 13 and 15(d), not S-K Item 405] (T
10K \Documents) Acc-no: 0000916365-20-000050 (34 Act) Size: 11 MB 2020-02-20
10-K [m} Annual report [Section 13 and 15(d), not S-K ltem 405] 5019-02-21

Acc-no: 0000916365-19-000035 (34 Act) Size: 8 MB
Annnal ranart IQantinn 12 and 1&8(AY nnat QK Itam 4ANK1

File/Film Number

000-23314
21650722
000-23314
20635664
000-23314
19622883
nNN-22214

The Filing Detail screen appears with a list of documents in the filing, similar to the following screen.

Step 3. Select the red “10-k” document link.



s . Search the Next-Generation
Filing Detail EDGAR System

SEC Home » Search the Next-Generation EDGAR System » Company Search » Current Page

1
Form 10-K - Annual report [Section 13 and 15(d), not S-K Ifem 405]: SEC Accession No. 0000916365-21-000052

Filing Date Period of Report
2021-02-18 2020-12-26
Accepted
2021-02-18 17:24:32
Documents
79

| Interactive Data

Document Format Files

Seq Description

....... Document Type Size

1 10-K TRACTOR SUPPLY COMPANY tsco-20201226.htm iXBRL 10-K 2340921
2 EX-4.6 DESCRIPTION OF REGISTRANT'S SECURITIES  ex46-descriptionofsecuriti.htm EX-4.6 36766

o EX-10.59 FORM OF PERFORMANCE SHARE UNIT A E O e ot ot BV AN EO AOEEN

The 10-K appears similar to the following.

I n Search Facts nn B & Y Facts @)

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 26, 2020

or
E TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the transition period from to
Commission file number 000-23314

TRACTOR
SUPPLY C2

TRACTOR SUPPLY COMPANY

Text String Searches

Step 1. Call up the String Search/Find entry box by using CTRL+F (PC) or Command+F (MAC).

n Search Facts

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K
(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 26, 2020



Step 2. Begin to do simple text string searches using one keyword-at-a-time Search for:

customers,
e competitors,
e |ocations,

segment, etc.

Step 3. Press the down arrow to find the next entry.

Use the Index to Access the Business Description or the Management
Discussion & Analysis (MD&A)

Use the hyperlinks to move to the different sections and to return to the Index.

Form 10-K

Item no. Report Page
Forward-Looking Statements ii
PART I 1
@ Business 1
1A, Risk Factors 11
1B. Unresolved Staff Comments 23
2. Properties 24
3. Legal Proceedings 25
4. Mine Safety Disclosures 25
PART IT 26
5 Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity
= Securities 206
6. Selected Financial Data 29
7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 30
JA. Quantitative and Qualitative Disclosures About Market Risk 45
8. Financial Statements and Supplementary Data 46
9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 9
9A Controls and Procedures 79

80

9B. Other Information




Enhance Your Stock Study Using a First Cut

created by Bob Houle 10/7/2020 / with Marcia Couey edits 6/1/2021

First Cut answers to
these questions are...

Level 1

Level 2

Level 3

1. Why is this a quality
company?

(Comment on historical data,
sales, earnings, etc.)

General description of the
company from Wikipedia or
popular financial websites.
Description of sales and
earnings 10-year trends.

Business description from 10K MD&A,
highlighting the company’s track record
and growth strategy.

Comment on PTP%, ROE, and debt.
Discuss 10- and 5-year trends and any
anomalies.

Explains if the company has a Durable
Competitive Advantage (DCA).

Compares company to Peers, Industry, and
general market (S&P 500).

2. Describe how the company
makes money.

Lists products or services
provided by the company.

Discusses and compares different
sources of revenue (geographies,
divisions, product lines, etc.) and how
they contribute to overall sales.

Discusses growth prospects, expansion plans,
operational advantages, customer retention
strategies, new products or services that will
protect DCA.

3. The projected annual growth
rate for sales for the next
5-years.

Uses “best guess” Analyst
Consensus Estimates on
SSG or average of Member
Sentiment.

Assess Value Line, Morning Star, and
Analyst Price Estimates to formulate a
conservative sales growth projection.

Develops sales growth rate based on company
growth strategy, trends in the industry, markets,
and general economy. Explain starting point for
projections (Annual, Quarterly, Trend)

4. The projected annual growth
rate for earnings for the next
5-years.

Uses "best guess” Analyst
Consensus Estimates on
SSG or average of Member
Sentiment.

Uses Preferred Procedure calculation
with defaults.

Listens to Earnings Call or reads transcripts and
uses Preferred Procedure but applies judgments
to one or more of the various defaults, based on
research and historical data.

5. Projected - High PE, Low PE,
and Low Price

Uses the Projected High PE
/Low PE from the SSG
without any adjustments.
Projected low price recent
market low without any other
explanation.

Considers outliers in data (lowering PE)
and including an earnings adjustment for
future accretive additions (new products
or acquisitions). Considers low price with
other downside information in selecting.

Everything in “Level 2” AND discusses which
EPS (TTM, Last Year, etc...) will be projected
adding in other judgments on earnings.

Uses -- or considers using -- variable earnings
rates within the 5 years of projections.

6. Final Recommendation (Buy, Sell, Hold) or Add to Watch List explain:

Legend: MD&A = Management Discussion and Analysis as found in the Annual Report = 10K




