Accounting 131

Summer 2005

Annual Report Project – Extra Credit

This project requires you to read and analyze the information presented in a corporation’s annual report.

Resources:
Your Textbook
An Annual Report - Select a recent (2003 or 2004) annual report of a corporation other than the two companies included in your textbook. In selecting a company for the project, be aware that many companies include a copy of their annual report on the company’s web site. Two web sites that provide links to corporate web sites and/or annual reports are www.irin.com, the web site of the Investor Relations Information Network, and www.annualreports.com.  [Note:  Be sure that you have found a complete annual report, not a condensed or summary report.  These will not have all the information you need.]
Instructions:

You can respond to the questions below by 1) printing out this assignment and writing in your responses or 2) downloading this MS Word file and using MS Word to fill in your responses and then print out your assignment.  In responding to the questions, use complete sentences where appropriate.  Turn in the assignment along with the required items from your annual report (Note: these items are highlighted in red).

If you chose to write in your responses by hand, be sure to write legibly.  If the space provided is not large enough, you can reference a supporting schedule (e.g., See Schedule I-5) on a separate sheet, and label the supporting schedule.
Due Date:    

The due date for the project is the beginning of class on Tuesday, June 21.  The maximum number of extra credit points that can be earned from this assignment is 20 points (partial credit will be given).
PART I – Introductory information – Print out or copy the cover page of your company’s annual report and attach it to your assignment.  Find and fill in the following information about your company.
1. What is the name of the company you selected?

2. Who is the chief executive officer?  Who is the Chairperson of the Board of Directors?

3. Where is the corporate headquarters located?

4. What is the date of the company’s fiscal year-end?  

5. Briefly describe the principal products or services that the company provides.

6. Briefly describe the primary geographic area(s) in which the company operates.

7. What public accounting firm audited the financial statements of the company?

8. On what stock exchange is the company’s stock traded?  What is its trading symbol?  Look up the market price of your company’s stock.  What was the market price per share and on what date?

PART II - Financial Statements – Print out of copy your company’s Income Statement, Balance Sheet, and Statement of Cash Flows and attach them to your assignment.  Review your company’s financial statements and summarize your findings by filling in the following:
1) Income Statement

a) Is the format more similar to a single-step or multiple-step income statement?
b) Determine net sales, gross profit, income from operations and net income for the last two years.  Did these amounts increase or decrease from last year?
c) What unusual or unfamiliar items (if any) did you find in your company’s income statement?
2) Balance  Sheet

a) What accounts does the company report as current assets and current liabilities?
b) What does the company identify as its principal long-term assets?
c) What type of long-term debt has the company issued?  
d) What classes of stock has the company issued?
3) Statement of Cash Flows

a) Are cash flows from operations more or less that net income for the past two years?  Identify the largest two amounts that are differences between net income and net cash provided by operations.
b) Has cash increased or decreased over the past two years?
c) What are the principal investing activities reported?
d) What primary financing activities does the company report?
PART III – Accounting Policies – Generally, the first note to the financial statements is titled “Summary of Significant Accounting Policies.”  Find this note and look through it.  Summarize the company’s accounting policies with respect to 1) inventory, 2) long-term assets and depreciation, 3) revenue recognition, 4) investments, and 5) long-term debt.  In total, how many notes to the financial statements does the company present? List the topics/titles of five of these notes.

PART IV - Financial Analysis – Calculate the following ratios for your company for the current year (show your calculations).  [Note:  If a ratio cannot be computed for your company, write “not applicable”.  For example, a financial services company does not have inventory, so the inventory turnover ratio cannot be computed.]
1) Liquidity ratios

a) Working capital
b) Current ratio
c) Receivables turnover
d) Inventory turnover
2) Profitability ratios

a) Return on assets
b) Profit margin
c) Asset turnover
d) Earnings per share
e) Dividend yield
f) Price-earnings ratio
3) Solvency ratios

a) Debt to total assets
b) Free cash flow
c) Cash debt coverage ratio
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