Financial Statement Analysis Project
First Semester 2010
 Name_____________________________________________

 Name_____________________________________________

 Due Date:  Month 12, 2010. You must work in groups of two.  Turn in only one assignment per group.  A checklist of items to be turned in appears below.  

 Required:
 ____1. Obtain a copy of the 20xx annual report for a publicly-held firm.  Try to obtain an annual report for a retail or manufacturing firm.  DON’T use banks or other financial institutions.  Be sure that the financial statements contain the following items:  Cost of goods sold, inventory, common stock, and interest expense.
Company Name _____________________________________________________________

 Industry _________________________________________           Year of Report ________

 

____2. In no more than two typed pages, address the following questions related to your selected company:

a)      What is the company’s principal lines of business and major competitors?

b)      On what day does the company’s fiscal year end?

c)      What method of depreciation is used by the company to depreciate its operational assets?

d)      What inventory method is used to state the value of the company’s inventory?

e)      What is the largest source of cash from financing activities?

f)        What is the largest use of cash from investing activities?

g)      Describe one footnote that presents additional detail about a reported financial statement number (provide the footnote number or letter).

h)      Describe one footnote that reports financial statement information not listed in the statements (provide the footnote number or letter). 

i)        What is the average percentage markup on sales (gross profit margin)?

j)        What is the average income tax rate for the fiscal year reported?

k)      What is the average issue (sale) price per share of common stock issued as of the end of the fiscal year reported?

 ____3. Compute the percentage change (increase or decrease) in the following items from the preceding year to the current year:  (one typed page:  use a table format with three columns:  Last year, Current year, % Change (+/-))

a)       Earnings per share

b)       Gross margin percentage

c)       Current ratio

d)       Sales revenue

e)       Net income 

f)         Cash
g)       Inventory
h)       Total liabilities

i)         Total stockholders’ equity

___4. Calculate all of the ratios found in Exhibit 14-3, page 710 of your text, for the current year.  Compare your ratios with the average ratios for the industry.  You should be able to find at least eight of the ratios. Texts that provide industry averages for many of the ratios are available in the library and this information is also available on the internet.  (one typed page:  present the ratios for your company versus the industry in a table with three columns: ratio name, your company’s ratio, and the industry average ratio)   

____5. Provide a brief (one typed page) discussion of analysis of the ratios of your company versus its industry.  Address you company’s liquidity, solvency, and profitability. 

____6.  Investment Decision:  In no more than two typed pages, provide a statement of your decision to invest or not invest in this company’s stock based on your interpretation of the company’s long-term prospects (i.e., long-term viability and growth).  Research this as you would if you were considering investing $25,000 in the stock of this company.  You are expected to integrate your conclusions from the ratio analysis above, however this is not to be your only source of information for the investment decision. You may use articles about you company found in publications or financial analyst reports to support your decision.  The World Wide Web must be used to search for information on your company and/or industry.  Provide a citation list for any sources used.  Be sure to provide a conclusion on your decision to invest or not invest in this company’s stock. 

____7.  Provide a copy of the following items: 

            (Be sure to clearly identify each item by writing the title of the item at the top.)

a)      Management’s discussion and analysis of results

b)      Management’s statement of responsibility for the financial statements

c)      Auditor’s report

d)      Financial statements:  balance sheet, income statement, statement of stockholders’ equity, and statement of cash flows

e)      Footnotes to the financial statements

