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ASSIGNMENT No. 1

Note: All questions carry equal marks.
Q. 1
(a)
Explain the matching principal. How is matching principal related to         realization concept? 

(b)
It is not important to know when cash is received and when payment is         made. Comment
Q. 2
(a)
What is treasury stock and why it is deducted from stockholder’s equity?


(b)
Why is minority share of earning deducted before arriving at net income?

Q. 3
(a)
What are extraordinary items? Give three examples of such items.

(b)
The balance sheet of Mega company at December 31,1996, had the following account balances:

Total current liabilities (non-interest bearing)
Rs.450,000

Bonds payable, 6% (issued in 1972; due in 2000)  
      750,000

Preferred stock, 5%,  Rs.100 par
      300,000

Common stock, Rs.10 par
      750,000

Premium on common stock
      150,000

Retained earnings
      600,000

Income before interest and tax was Rs.200,000, and net income taxes were Rs.80,000 for the current year.

Calculate the following:

a. 
Return on assets
b. 
Return on total equity

c. 
Return on common equity

Comment on the findings.
Q. 4
Indicate the effect of the transactions, with reason, listed below on CURRENT ASSETS, CURRENT LIABILITIES, NET WORKING CAPITAL, AND CURRENT RATIO.


a.  
Cash is acquired through issuance of additional common stock


b.  
Merchandise is sold for cash. (Assume a loss.)


c.  
A fixed asset is sold for less than book value.


d. 
A stock dividend is declared and paid.


e. 
Equipment is purchased with short term notes.


f. 
Marketable securities are sold above cost.

Q. 5
Draft Income statement and Balance Sheet of any public limited company as per International Accounting Standards.

Guidelines FOR ASSIGNMENT # 1

The student should look upon the assignments as a test of knowledge, management skills, and communication skills. When you write an assignment answer, you are indicating your knowledge to the teacher:

· Your level of understanding of the subject;

· How clearly you think;

· How well you can reflect on your knowledge & experience;

· How well you can use your knowledge in solving problems, explaining situations, and describing organizations and management;

· How professional you are, and how much care and attention you give to what you do.

To answer a question effectively, address the question directly, bring important related issues into the discussion, refer to sources, and indicate how principles from the course materials apply. The student must also be able to identify important problems and implications arising from the answer.

For citing references, writing bibliographies, and formatting the assignment, APA format should be followed. 

ASSIGNMENT No. 2

(Total Marks: 100)
This assignment is a research-oriented activity. You are required to obtain information from a business/commercial organization and prepare a report of about 1000 words on the issue allotted to you to be submitted to your teacher for evaluation. 

You are required to select one of the following issues according to the last digit of your roll number. For example, if your roll number is P-3427180 then you will select issue # 0 (the last digit): -

ISSUES:
0-
Analyze the Application of Generally Accepted Accounting Principles in preparation of financial statements with reference to a specific organization

1-
Select any organization and highlight various tools of financial analysis that can be used by said organization

2-
Impact of recent financial crises on Short term financial position of a public limited company selected by you.

3-
Impact of recent financial crises on long term financial position of a public limited company selected by you.

4-
Prepare a detailed report on Asset utilization analysis of any public limited company 

5-  
Make profitability analysis of any public limited company.

6-
5 year Horizontal analysis of Income statement and balance sheet a public limited company.

7-
Select a public limited company and prepare 5 year vertical analysis of Income statement and balance sheet.

8-
Select a public limited company and highlight various issues related to its Credit Analysis 
9-
Prepare Equity Investment Analysis report of a public limited company
The report should follow the following format:

1. Title page

2. Acknowledgements 

3. An abstract (one page summary of the paper) 

4. Table of contents

5. Introduction to the issue (brief history & significance of issue assigned)

6. Practical study of the organization (with respect to the issue) 

7. Data collection methods 

8. SWOT analysis (strengths, weaknesses, opportunities & threats) relevant to the issue assigned

9. Conclusion (one page brief covering important aspects of your report)

10. Recommendations (specific recommendations relevant to issue assigned)

11. References (as per APA format)

12. Annexes (if any)

GUIDELINES FOR ASSIGNMENT # 2: 

· 1.5 line spacing 

· Use headers and subheads throughout all sections

· Organization of ideas 

· Writing skills (spelling, grammar, punctuation)

· Professionalism (readability and general appearance)

· Do more than repeat the text  

· Express a point of view and defend it. 

 

WorkshoPS
The workshop presentations provide students opportunity to express their communication skills, knowledge & understanding of concepts learned during practical study assigned in assignment # 2. 

You should use transparencies and any other material for effective presentation. The transparencies are not the presentation, but only a tool; the presentation is the combination of the transparencies and your speech. Workshop presentation transparencies should only be in typed format. 

The transparencies should follow the following format:

1) Title page

2) An abstract (one page summary of the paper) 

3) Introduction to the issue (brief history & significance of issue assigned)

4) Practical study of the organization (with respect to the issue) 

5) Data collection methods

6) SWOT analysis (strengths, weaknesses, opportunities & threats) relevant to the issue assigned
7) Conclusion (one page brief covering important aspects of your report)

8) Recommendations (specific recommendations relevant to issue assigned)

GUIDELINES FOR WORKSHOP PRESENTATION:

· Make eye contact and react to the audience. Don't read from the transparencies or from report, and don't look too much at the transparencies (occasional glances are acceptable to help in recalling the topic to cover). 

· A 15-minute presentation can be practiced several times in advance, so do that until you are confident enough. Some people also use a mirror when rehearsing as a substitute for an audience. 

WEIGHTAGE OF THEORY & PRACTICAL ASPECTS IN ASSIGNMENT # 2 & WORKSHOP PRESENTATIONS 
Assignment # 2 & workshop presentations are evaluated on the basis of theory & its applicability. The weightage of each aspect would be:

Theory:
60%

Applicability (practical study of the organization):
40%

ANALYSIS OF FINANCIAL STATEMENTS

COURSE OUTLINE (897)
Unit 1.
(a)
Introduction to Financial Statements
1.1 Financial Statements: Their Nature and Importance 

1.2 Accounting Principles and Limitation of Financial Statements.

1.3 Construction and Contents of Financial Statements

1.4 Prudent Policies to Financial Current and Fixed Assets and their utility in Financial Statements Analysis

1.5 Different Groups Interested in Financial Statement Analysis

1.6 Types of analysis

1.6.1 Ratio analysis

1.6.2 Trend percentages

1.6.3 Common size statement analysis 

1.6.4 Comparative  statement analysis

(b) Comparison Standards
1.1. Industry Averages

1.2. Sources of Industry Averages

Unit 2.
SHORT -TERM POSITION ANALYSIS

2.1. Net Working Capital 

2.2. Current and Quick Asset to total Current Assets Ratio

2.3. Total Current Liabilities to total Liabilities Ratio

2.4. Individual Current Liability to total Current Liabilities 

Unit 3.
LONG-TERM POSITION ANALYSIS
3.1. Debt / Equity Ratio

3.2. Total Liabilities to Owner’s Equity Ratio

3.3. Debt to Capitalization Ratio

3.4. Owner’s Equity to total Assets Ratio

3.5. Owner’s Equity to fixed Assets Ratio

3.6. Long-term Liabilities to total Assets Ratio

3.7. Long-term Liabilities to fixed Assets Ratio

3.8. Times Interest. Earned Ratio

Unit 4.
ASSETS UTILIZATION ANALYSIS
4.1. Average Collection Period and Receivable Turnover 

4.2. Inventory Turnover Ratio

4.3. Fixed Assets Turnover Ratio

4.4. Current Assets Turnover Ratio

4.5. Average Payment Period and Accounts Payable Turnover

Unit 5.
PROFITABILITY ANALYSIS
5.1. Gross Profit Margin

5.2. Operating Profit Margin

5.3. Net Profit (BT) Margin

5.4. Net Profit (AT) Margin

5.5. Return on Equity

5.6. Return on Total Assets

5.7. Return on Fixed Assets

5.8. Net Sales to total Operating Assets

5.9. Earning per Share

5.10. P / E Ratio

5.11. Divided Payout Ratio

5.12. Book Value Per Share

5.13. Book Value to Market Value Ratio

5.14. Yield on Common Stocks

Unit 6.
INTERPRETATION OF ANALYSIS
6.1. How to interpret the data

6.2. The Du Pont Formula

6.3. Comparison of the Ratios with Industry Averages

6.4. Interpretation of the Data and Precautions

Unit 7.
ANALYSIS OF CASH FLOW STATEMENT
7.1 Importance of Cash flow Statement

7.2 Construction and use of Cash flow Statement

7.3 Analysis of Cash flow Statement and Sufficiency of Cash for Overall Operations of the Firm

UNIT 8.  COMPARATIVE ANALYSIS OF FINANCIAL STATEMENTS & TREND PERCENTAGES  

8.1. Comparative Financial Statements

8.2. Horizontal and Vertical Analysis

8.3. Trend Analysis

8.4. Interpretation 

UNIT 9. (a)
Short-term and Long-term Credit Analysis
9.1. Role of Credit Information Bureau (CB) of State Bank of Pakistan to know the Outstanding Credit and the Repayment Behavior of Firms

9.2. Use of Different Ratios, Trends and Their Interpretation in the Light of CB Report for Credit Decision Making

b)
Equity Investment Analysis

9.3. Use of Dividends, Payout Ratios, EPS, P/Es Book Value to Market Value to Market Value Ratios for Equity Investment Decisions.

Recommended Books:

1) Financial Statement Analysis by Charles H. Gibson

2) Financial Statement Analysis by Martin S. Fridson

3) Financial Analysis by Bowlin, Martin Scott.

4) Financial Statement Analysis by Kannedy
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