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Condensed Balance Sheets

December 31

Increase or (Decrease)

during 2009
2009 2008 Amount  Percent
Assets
Current assets $1,020,000 $ 945,000 $ 75,000 7.9%
Plant assets (net) 800,000 632,500 167,500 26.5%
Intangible assets 15,000 17,500 (2,500) (14.3%)
Total assets $1,835,000 $1,595,000  $240,000 15.0%
Liabilities
Current liabilities $ 344500 $ 303,000 $ 41,500 13.7%
Long-term liabilities 487,500 497,000 (9,500) (1.9%)
Total liabilities 832,000 800,000 32,000 4.0%
Stockholders’ Equity
Common stock, $1 par 275.400 270,000 5,400 2.0%
Retained earnings 727,600 525,000 202,600 38.6%

Total stockholders’ equity 1.003,000 795,000 208,000 26.2%

Total liabilities and
stockholders” equity $1,835,000  $1,595,000  $240,000 15.0%





Section 1: Introduction
Provide a very brief description of your assigned company (when established, mission, vision, goal, functions, founders, etc.). Maximum length is 1 page.
Section 2: Horizontal Analysis
Horizontal analysis, also called trend analysis, is a technique for evaluating a series of financial statement data over a period of time. 
· Purpose is to determine the increase or decrease that has taken place.
· Commonly applied to the balance sheet, income statement, and statement of retained earnings.
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Condensed Income Statements
For the Years Ended December 31

Increase or (Decrease)

during 2009
2009 2008 Amount  Percent
Sales revenue $2,195,000  $1,960,000  $235,000 12.0%
Sales returns and allowances 98,000 123,000 (25,000) (20.3%)
Net sales 2,097,000 1,837,000 260,000 14.2%
Cost of goods sold 1,281,000 1,140,000 141,000 12.4%
Gross profit 816,000 697,000 119,000 17.1%
Selling expenses 253,000 211,500 41,500 19.6%
Administrative expenses 104,000 108,500 (4,500) 4.1%)
Total operating expenses 357,000 320,000 37,000 11.6%
Income from operations 459,000 377,000 82,000 21.8%
Other revenues and gains
Interest and dividends 9,000 11,000 (2,000) (18.2%)
Other expenses and losses
Interest expense 36,000 40,500 (4,500) (11.1%)
Income before income taxes 432,000 347,500 84,500 24.3%
Income tax expense 168,200 139.000 29,200 21.0%

Net income $ 263,800 $ 2085500 $ 55,300 26.5%




[image: image3.png]Quality Department Store Inc.

Condensed Balance Sheets
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2009 2008
Amount Percent Amount Percent
Assets
Current assets $1,020,000 55.6% $ 945,000 59.2%
Plant assets (net) 800,000 43.6% 632,500 39.7%
Intangible assets 15.000 0.8% 17,500 11%
Total assets $1,835000 100.0%  $1,595,000  100.0%
Liabilities
Current liabilities $ 344,500 18.8% $ 303,000 19.0%
Long-term liabilities 487,500 26.5% 497,000 31.2%
Total liabilities 832,000 45.3% 800,000 50.2%
Stockholders’ Equity
Common stock, $1 par 275,400 15.0% 270,000 16.9%
Retained earnings 727,600 39.7% 525,000 329%
Total stockholders’ equity 1.003,000 54.7% 795,000 49.8%

Total liabilities and
stockholders” equity $1,835,000  100.0%  $1,595,000  100.0%





A sample horizontal analysis for a company is shown above. It can be prepared for any year just by subtracting each individual item for the current year from its previous year and finding the percentage change (may be both positive and negative) from the previous year. This analysis gives an idea of how much and what kind of changes has taken place over the years. 

For our purpose you have to do horizontal analysis of the balance sheet and the income statement for two years of your assigned company.
Section 3:  Vertical Analysis
Vertical analysis, also called common-size analysis, is a technique that expresses each financial statement item as a percent of a base amount. 
· Vertical analysis is commonly applied to the balance sheet and the income statement.
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Condensed Income Statements
For the Years Ended December 31

2009 2008
Amount Percent Amount Percent
Sales revenue $2.195,000 104.7%  $1.960,000 106.7%
Sales returns and allowances 98,000 4.7% 123,000 6.7%
Net sales 2,097,000  100.0% 1,837,000  100.0%
Cost of goods sold 1,281,000 61.1% 1,140,000 62.1%
Gross profit 816,000 38.9% 697,000 37.9%
Selling expenses 253,000 12.0% 211,500 11.5%
Administrative expenses 104,000 5.0% 108,500 5.9%
Total operating expenses 357,000 17.0% 320,000 17.4%
Income from operations 459,000 21.9% 377.000 20.5%
Other revenues and gains
Interest and dividends 9.000 0.4% 11,000 0.6%
Other expenses and losses
Interest expense 36,000 1.7% 40,500 2.2%
Income before income taxes 432,000 20.6% 347,500 18.9%
Income tax expense 168,200 8.0% 139,000 7.5%

Net income $ 263.800 12.6% $ 208,500 11.4%





A sample vertical analysis for a company is shown above. It can be prepared for any year. For balance sheet, you have to divide each item by the total assets of that particular year to get an idea of how much that item is in proportion to the total assets of the company. While for the income statement, you have to divide each item of the statement by the net sales (i.e. sales revenue – sales returns and allowances) of that particular year. 

For our purpose you have to do horizontal analysis of the balance sheet and the income statement for two years of your assigned company.

Section 4:  Ratio Analysis 
At least 12 ratios from the ones discussed in the class should be calculated for the latest 2 years. All 5 categories of ratios discussed in the class have to be included. Make sure you present the ratios under different headings as per the 5 categories. Since, in Bangladesh we do not have an industry average database; you will compare the ratios of your company with its past year’s ratios, draw graphs and comment on them. 
Also include a table for summary of ratios i.e. present all your ratios in one table. 
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