Introduction to Retail Financials 5.7 – Answer Key
TYK Retail Profit Model
[bookmark: OLE_LINK1][bookmark: OLE_LINK2]Review Q1
Match these retail profit model percentages for a typical food retailer with the correct heading.
Sales 					100%
Cost of goods sold			80%
Gross margin				20%
Operating expenses			17%
Operating profit			3%
Interest					0%

Review Q2
Match these average retail profits before tax with the most likely retail segment.
Supermarkets (outside US) 		1.4-3%
Specialty and Department Stores	5-10%
Mass merchants 			2-4%

[bookmark: _Hlk85625967]Review Q3
Put these operating expenses in order from highest (as a % of sales) to lowest.
1) Store labor
2) Occupancy
3) Distribution
4) IT

Review Q4
Which of the following will not reduce the cost of goods sold?
a) Improved sourcing
b) Better negotiation with vendors 
c) Supply chain efficiencies
d) Taking longer to pay suppliers
Review Q5
Which of the following will not help reduce interest costs?
a) Increasing inventory turn
b) Negotiating better finance packages with lenders 
c) Keeping today’s sales takings in the store safe overnight

TYK Balance Sheet
[bookmark: OLE_LINK3]Review Q6
Match these items on a balance sheet with the most likely example.
Current assets				- cash
Fixed assets 				- fixtures
Liabilities 				- accounts payable

Review Q7
All of these will increase Return on Net Assets apart from?
a. Increase pre-tax profit
b. Reduce investment in fixed assets
c. Reduce investment in current assets
d. Decrease credit taken on accounts payable

[bookmark: OLE_LINK4]Review Q8
Match the asset with a way to measure its utilization.
Store buildings 			- sales per square foot / metre
Warehouse 			- cases dispatched per month
Trucks 				- drops per trailer
Inventory			- turn
People				- sales per labor hour



TYK Industry Profitability Drivers
Review Q9
All of these increase retail profitability apart from?
a) Increase sales
b) Reduce cost of goods
c) Reduce expenses
d) Increase interest charges

[bookmark: _Hlk85627127]Review Q10
One of the ways to increase sales is to increase transaction size. Which one of these will not do this?
a) Cross sell 
b) Basket analysis
c) Better promotion design
d) Better store layout
e) Segment customer base by lifestyle and recruit similar profile customers

Review Q11
Which of the following is not a way to increase conversion rate (the percent of shoppers that buy something)?
a) Optimize assortments 
b) Maintain high in stock positions Better promotion design
c) Effective promotions
d) Good store presentation
e) Scheduling store associate time so they can get on with inventory stocking duties when the store is not too busy


TYK Retail and Cost Methods of Accounting
Review Q12
All of these are advantages of the retail method of accounting apart from?
a) Easy to calculate the cost value of inventory
b) Markdowns are visible
c) Easy to conduct physical inventories
d) Retail price changes do not impact inventory value

[bookmark: _Hlk85627827]Review Q13
Which of the following statements is not true:
a) Retailers usually have positive cash flows
b) Retailers’ customers often pay for goods before they need to pay their vendors.
c) Most retailers invest their surplus cash
d) Retailers usually have negative cash flows

Mastery Test
Q1/10
Which of the following are net profits not used for?
a) To pay taxes
b) To pay dividends to shareholders
c) To retain in the business to fund investment
d) To pay payroll and occupancy costs

Q2/10
All of these will increase Return on Net Assets apart from?
a) Decrease pre-tax profit
b) Reduce investment in fixed assets
c) Reduce investment in current assets
d) ncrease credit taken on accounts payable

Q3/10
Match the asset with a way to measure its utilization.
Store buildings				- Sales per linear foot / metre
Warehouse				- Cases cross docked per month
Trucks					- Miles per trailer
Inventory				- GMROI
People					- Sales per FTE
Q4/10
All of these increase retail profitability apart from?
a) Decrease sales
b) Reduce cost of goods
c) Reduce expenses
d) Decrease interest charges
Q5/10
One of the ways to increase sales is to increase the percentage of customers who make a purchase.  Which of these will not increase the percentage of people who buy?
a) Cross sell 
b) Optimized store layout
c) Improved assortments
d) Improved availability
e) Optimized price points
Q6/10
All of these are advantages of the cost method of accounting apart from?
a) Easy to calculate the cost value of inventory
b) Retail price changes do not impact inventory value
b) Markdowns do not exist
c) Merchandise or category financial plans are less complex to develop.
Q7/10
All of these are ways of reducing expenses apart from?
a) Labor scheduling
b) Space productivity
c) Efficient use of inventory
d) Improved marketing effectiveness
e) Open more stores

Q8/10
Which of the following is the correct formula for the balance sheet?
a) Assets - Liabilities = Equity + Retained Profits
b) Assets – Liabilities = Equity
c) Fixed assets – long term liabilities = equity + retained profits
d) Current assets + fixed assets – liabilities = equity invested
Q9/10
To maintain a successful business over the long term, which of the following statements needs to be true?
a) If payment terms are long, either gross margin must be high or inventory turn must be high, or both
b) If gross margin is low, payment terms must be short or inventory turn must be high
c) If inventory turn is low, gross margin must be high or payment terms must be short
Q10/10
Which of the following is not deducted from gross sales to get net sales?
a) Returns
b) Refunds
c) Exchanges
d) Local markdowns
e) Cash disbursements from the registers

