
Accounting 501


COMPANY ANALYSIS
The purpose of this project is to give you the opportunity to apply what you have been learning about accounting by analyzing the financial statements of a real company.  As we cover specific topics in class, you should use what you have learned by applying your knowledge to understanding the financial statements of the company you have chosen.

Instructions
1.
You may work individually or with one other person.  If you choose to work with another person, you both share responsibility for completing the written assignments and both will be assigned the same grade.

2.
Select a U.S. manufacturing or merchandising company (not a financial institution or service provider) of your choice.  The company must include inventory and normal trade receivables (accounts receivable) in its balance sheet.  Each person or two-person team in the class must select a different company.  The company must be one that is reported by the Value Line Investment Survey, available in the library, unless prior approval is received from the instructor to use a company not reported by Value Line.

3.
Obtain a copy of the company's latest annual report.  Be sure that the report includes a full set of the company's financial statements and related notes.  If the company you choose prepares only a summary annual report (as, for example, Motorola has started to do) or presents condensed financial statements, you will also need to obtain the complete set of financial statements and notes, usually found in the company's proxy statement or SEC Form 10-K.

Annual reports (and proxy statements and Form 10-Ks) can generally be obtained by calling the shareholder relations department of the company.  They also can often be ordered through the company's homepage.  In many cases, you may be able to find the company's annual report on its homepage and download directly.  Homepage addresses are often based on the company's name (e.g., www.sears.com; www.motorola.com).  Annual reports for many companies also can be ordered free of charge through The Wall Street Journal.  The annual reports for designated companies listed in the Investing and Money section can be obtained through the annual report service.  In addition, annual reports can be ordered on line through another annual report service at www.prars.com.  In either case, reports are generally received within a few days of ordering, although delays sometimes occur.

Information about companies, including their financial statements, can also be obtained from filings with the U.S. Securities and Exchange Commission.  These filings are available in the EDGAR data base, accessed through the SEC's homepage at www.sec.gov.

4.
The annual report used (or a copy) must be submitted with each assignment; it will be returned.  If you submit a copy of the report, it must be in good form (e.g., easily readable, all columns aligned).  If you have downloaded a report from the Internet, make sure that has printed out correctly and is easy to read.  All pages must be numbered sequentially.

5.
Glance over the company’s financial statements and related notes, examine any other information you feel is appropriate, and decide whether you want to buy the company’s stock or sell the stock short (sell shares you do not own and replace them later).

6.
Provide the information requested on the following pages.  Specific sources and location must be provided for each answer (e.g., note number, page number).  Reports will be graded on content and on the clarity and correctness of the writing.

Name(s):                                  

ANNUAL REPORT PROJECT REQUIREMENT NO. 1
NOTE:  Specific page references are required for Questions 4 through 10.
1.  Name of company (include annual report):                                  

2.  Major business(es):                                                       
                                                                           3.  Familiar brand or company names used by the company:                      
                                                                           4.
Fiscal year-end date of latest financial statements:                       5.
Name of auditors:                                                          6.  Type of audit opinion received:                                            7.
General nature of any special exceptions or other items noted in the audit opinion:                                                                  
8.  Current stock price per share:                     Date:                  
52-week price range:                  Source(s):                          

9.
Does your company have more than a single operating segment?  If so, list them.  What percentage of the company’s revenues come from each operating segment?  [Note:  Information about operating segments is generally disclosed in one of the last notes to the financial statements.  A few companies disclose segment information in management’s discussion and analysis, usually appearing just before the financial statements in the annual report.]                                                           
10.
How much did the company pay in dividends during the past year?           
11.
Will you (a) buy or (b) sell short this company's stock at the price indicated in #8 above, with the investment position to be closed on April 25, 2000?               

ANNUAL REPORT PROJECT REQUIREMENT NO. 2
Address each of the points below in a complete but concise manner.  All answers must be typewritten and MUST include supporting computations or data where appropriate.  Answers are expected to be clear in their meaning.  Answers to items 3 through 19 must be in complete sentences and exhibit proper grammar, spelling, punctuation, and word choice.  Specific sources and source location (e.g., page numbers) must be provided.

The annual report and a copy of the ARP Requirement No. 1 submission must be included.

1.
Student name(s)

2.  Name of company
3.
Does the company disclose any special revenue recognition methods?  If so, describe them.

4.
How does the company define cash equivalents?

5.  What inventory valuation and costing methods does the company use?

6.
What depreciation and amortization methods does the company use, and over what period of time does it depreciate or amortize its long-lived assets?

7.
Assess the company's liquidity.

8.
Based on ending accounts receivable, assess the company's receivables turnover compared with the previous year.

9.
Based on ending inventory, assess the company's inventory turnover compared with the previous year.

10.
Assess the trend in the company's gross margin over the current and preceding two years.

11.
To what extent has the company employed leverage?

12.
Does the company use the same or different accounting methods for tax purposes as compared with financial reporting.  How do you know?  How has this affected the company’s balance sheet?

13.
What classes of stock, and how many shares of each, does the company have (a) authorized, (b) issued, and (c) outstanding?

14.
What have been the major uses of the company's cash during the period?

15.
What have been the primary sources of the company's cash inflows during the period?

16.
What was the price of the company's stock on April 25, 2000?

17. Was your initial investment strategy successful?  To what extent?

18.
What does the Value Line Investment Survey indicate about the long-run prospects for this company?

19.
What do you think the long-run prospects are for this company?  Explain briefly.

