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General Electric

11. Apple Compater

FedEx

12. Wal-Mart Stores

Southwest Airlines

is,* United Parcel Service

Procter & Gambl_e

13> Home Depot

Starbucks

_}ohnsun & Juhnéﬁn

15.* PepsiCo

15 Costco Wholesale

. Bgrkshire Hathaway
Dell '

W.faivToyuta Moter

10. Micresoft

17. Bmerican Express

‘18; Goldman Sachs

i_E. IBM
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“ ¢, the members of

ey

fo arcep) respensibi[itr in making engineering decisions consistent with the safety,
health, and welfare of the public, and to disclose promptly factors that might
endanger the public or the environment;

the IEEE, in recognition

to avoid real or perceived conflics of interes! whenaver possible, snd to disclose

of the importance of our fhem 1o offected parfies when they do exist;

tech ?ZO[Og 1es in gﬁ(é ciing to be honest and realistic in stoting daims or estimates bosed on available duta;

the quality of life

¢ torejed bribery in oll s forms;

throughout the world,
= {oimprove the understanding of technology, its appropriate application, and

potentiol consequentes;

)

and in accepting a

{o maintain ond improve our fechnical compefence and fo undertoke lechnological

per sonal Obﬁgatim 120 i3 tusks for others only if qualified by training or experience, or after ful disclosure of
perfinent limitations;
our profession, ils
v seek, uccept, and offer honest eritidsm of Yechnical work, 1o acknowledge and
members and the corredt exrors, and fo credit properly the contributions of others;

communities we serve, g ol fairly oll persons regardless of such fuctors as race, religion, gender,
" disubility, age, or national origin;

do bereby commit
to avoid injuring others, their property, reputation, or employment by false or

ourselves to the highest malicious acton;

ethical and pmféssz'onal 10, toassist cofloagues and co-vorkers in their professional development and to suppuri
| them in following this code of eihics.

conduct and agree:

: 'i}ﬁraapviﬁ-av ;IIE.I&EaRum;p'él_l}imﬁgs,:‘Acﬁ_usr;3.550
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Income Statement

Stack investors llike 1o look at the income statement (a.k a. "earnings statement” or "statement of
operatlons™) because it shows the company s "botlom line™: Its earnings, or profit Most of the
income statement details the company's operations: the yellow zone back in the disgram.

Consalidated Financlal Statements
Income S{atement

(click on highlighted text for more information)

Servrces

(dollar figures are in thousands) 1897 1996

Sales Revenue
Widget Sales § 12,347 $ 9,746
6 912 5,688

Sales Costs
Widget Sales 5,649 4,688

Services

10444 " 8,034
54 %

Gross Profit
Gross Margm Percent

Operating Expenses

Sales & Markeling 4,078 3,132
General & Administrative 916 705
2 364 1 831

Research & Devsiopment

Earnlngs Bore Taxes 2 939 2,113
1,028

Provision for Taxes

infroduclion
¥income Sial
Cash Flow §
Halance She
For More Inft






onsolidated Financial Statemenis
Balance Sheet

(click on highlighted text for more information)

(dollar figures are In thousands) 1987 1996

Assets

Current Assels
(iash and Equivalenls $2,738 $ 2,260
Accounts Receivable 1,175 896
Invenlory 1 ,034 897

......

Real Estate (purchase pnce) - 31 677

Equipment (depreciated value) 13,448 12,958
Gaoclwi!i (depreciated value) . 3,167 3,334

Liabilities

Current Liabilities
Accounis Payable 1,488 1,002
Short {erm Debl

Long -term Debl .
Other L!ablliiles

Total harehmders Equ:ty -
Hste T S R

inhoducl%un
Income Stal
Cash Flow §
¥ Balanue S
For More I
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Maybe we'd

]

in the economy

FIRST PRINCIPLES

tax an activily, you get less of
1. If we stopped taxing os-
iates, estate building would
be more atiracuive, and that
cven have fewer multimil-
lionares trying to buy them-

selves sccond carcers i Congress, No

would be good for cveryanc
one would call that change unfair,

BY M. GREGORY MANKIW M When the Re-

115 a good rufe of thumiy that when vou

ninke sensc. In the real world o doesnit.

Y 0BG publicas-fed Congress recently voted t re:
P e x%eH 4 peal the estate tax, many Democrals chlled
b O W CYE the move unfair; President Clinton threat.
G E0% = et g vetn, Without doubt, the heits of mil-
3 s E g oW limuires—not exuctly soviely's neediest
= 2 & § proup—would benefit mest directly from the

sepeal. But the concept of tix fuirness means
meore than merely souking the rich und pro-
tecting the poor The mure you think about
the estule tax, the fess fain it fooks

Consider o story of two mitlivnres—Sum
Spendthrift and Frank Frugal Fuch starts
dustecom after college wnd selis the business o
few years later, accuswlating & $20 mithion
nest ege Sam then enjoys the high life, buy-
ing expunsive cars, hoats, phines, and vacution
homes When 2l that gets buring, he blows
millions linancing his vwn campaign for Sen-
wie, leaving Hitlle for his heirs Frank, menn
while, chooses 1 more middle-class lilestyle
fe keeps his fonune invested in the econ-
oy, whete it fnssces copilal accumulstion,
pew technalugivs, sad econmic grawth He
fenves mos of i 1w his children. prand-
chiklren. neplews, and nivees

Now, here's the poiity question:
Which nellicnaire shiald pay higher
tnes?

It s casy to arguc ihat they
shotsld fuce the ssoe fax burden
They both start Jife with the same
resouires. Qe peisil's extravingunt
tastes aren’t the government’s bost-
ness Equaliziag their tax burdens
waukd meun taxing their earnings but not
their estates

W is also easy o rpue that Sam should
face highet Laxes. Sum bs taking more from
the economy thun Frank, so shualda’t he pay
for the privilege? 11 the pation's millivaines
were Jess like Suns and more like Frank, the
veonamy woild be muore prospeious. and the
country would be better off Many econo-
mists have advornted encouraging Tebyavior
like Frank’s by replacing the incame tax with
a propressive sunsunplion Hx; people would

htose whe have been [rugal.
patience. 1T the nation

were suffering from a surfen

When the government Jow-
ies a tax on what we leave

when we die, 1 is iitcrally tas-

estate tnx {slls not an thase who have

heen lucky thraughout lifc but rather on
nomic prosperity, the estate tax would

ing 1oo much 10 ensure our children’s eco-

of patience, if natignal saving
were too high, i we were do-

IRg Qur

oood luch. Re-

i
cent research from the Natwnal Burenu of

Feonomic Research by economisis Steven
carnings b saved—nat on

Vent and David Wise confirms ihus con-
clusion, According 1o Venti and Wise,
whether 2 persun reiches ofd age wealthy
or penniless mastiv depends on the per-
the total amount he made in s lifetme.
This means that most of the burden af the
. GREGDHY MAKKIW tf an econgnics profestar of
Hanard and the outhor of Principles of Evonures,

result of patience than o

cemiage of his

76+ FORTUNE September 4, 200

The Estate Tax Is One
Death Penalty Too Many

pay tuxes bused on how much they spent
rather than bow much they exmed Again, an
estate tax woukin't be necessary

What is hard to argue, however, is that
Sam should pay less in tixes thun Frank Bal
that is preciscly the tux policy we buve now.
Under current haw, Frank's estote is tuxed o
a rate of sbout 50%, while Sam avoids the
tax by blowing his wad during his lifetime.
This. vecording 1o many Democrais, is who!
fuirnoss requires '

Of vourse, proponents ol the estufe 1ax
are moved not hy such compirisons be-
tween rich guys but by comparisons be
twuen the rich and the pour 1n their view,
the estate tax helps cosure that the rich piy
their fair shure. Bat if the rich are the tar-
got, the estale tax s the wrong weapon.
The right oae is a progressive income oF
consumption taa 17 advocates of greater

redistribution think that the current top
inconie-tax ruic of 19.6% is 100 low they
should arpue for ap increase f they think
there are teo many laopholes. they should
iry to close them, But once we have inxed
the successful for their success, we
shotlde't gu further and tax the frugal
maore than e spendthrifl

Several yeurs ago the book The Million-
mire New Donr made hestseller lists with the §
message 1hal petting rich is more often the b
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