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FINANCIAL ANALYST TEAM (07)

Regional—2008

KEY
TOTAL POINTS


__________  (500)

Judges/Graders:

Please double-check and verify all scores!


Property of Business Professionals of America.  

May be reproduced only for use in the Business Professionals of America 

Workplace Skills Assessment Program competition.


Copy of student’s information:


You have been hired by Party Palazzo to prepare their documentation for a loan to purchase a building.  The owner, Sky Wilson, has supplied the following information:

a. Original investment was $10,000 cash; however Sky has continued to reinvest earning and is not sure exactly how much she has reinvested.

b. There is $250 in the drawer to cover small expenses.

c. Currently Party Palazzo owes $4,217.85 to other companies and is expecting $3,185.28 from clients.  Past performance shows that 1% of Accounts Receivable is uncollectible.

d. Current bank balance is $7,528.39.

e. Net Sales for the year increased 12% from last year.

f. Inventories:

a. Inventory
$4,273.51

b. Store Equipment
$1,200.00

c. Office Equipment
3,500.00



d. Supplies for the office
635.00

e. Supplies for the store
539.60

f. Depreciation for each equipment is      10%.

g. Insurance paid in advance is $1,200.

h. Industry standards are: Current Ratio is 3.0, Quick Ratio is 1.5, and Debt Ratio is 25%.

i. The one employees recorded taxes are:

a. Income Tax
187.00

b. Social Security
118.42

c. Medicare Tax
27.70

j. The current Sales Tax owed to the government is $1,823.07.

REQUIRED:

1. Prepare a Balance Sheet for December 31, 2007.

2. Calculate financial ratios that will help secure the loan; include Current Ratio, Quick Ratio, Debt Ratio, and Working Capital. 

3. Prepare your findings in a report that follows Professional Business Associates format.

4. Print out four copies of report to turn in for evaluation at this time.  

5. Be prepared to present your findings to the loan officials and to answer any questions they may have for you. 

Balance Sheet should follow industry standards; students should not be penalized for differences in account titles or layout.

	Party Palazzo
	

	Balance Sheet
	

	December 31, 2007
	

	
	
	
	
	

	Assets
	
	
	
	

	Cash
	
	7,528.39
	
	

	Petty Cash
	
	250.00
	
	

	Accounts Receivable
	3,185.28
	
	
	

	Allowance for Uncollectible Accts
	31.85
	3,153.43
	
	

	Inventory
	
	4,273.51
	
	

	Supplies--Office
	
	635.00
	
	

	Supplies--Stores
	
	539.60
	
	

	Prepaid Insurance
	
	1,200.00
	
	

	Office Equipment
	3,500.00
	
	
	

	Accum. Depr. Office Equipment
	350.00
	3,150.00
	
	

	Store Equipment
	1,200.00
	
	
	

	Accum. Depr. Store Equipment
	120.00
	1,080.00
	
	

	Total Assets
	
	
	21,809.93
	

	Liabilities
	
	
	
	

	Accounts Payable
	
	4,217.85
	
	

	Employee Income Tax Payable
	
	187.00
	
	

	Social Security Tax Payable
	
	118.42
	
	

	Medicare Tax Payable
	
	27.70
	
	

	Sales Tax Payable
	
	1,823.07
	
	

	Total Liabilities
	
	
	6,374.04
	

	Owner's Equity
	
	
	
	

	Sky Wilson, Capital
	
	
	15,435.89
	

	Total Owner's Equity and Liabilities
	
	21,809.93
	

	
	
	
	
	

	
	
	
	
	

	Current Ratio 17,579.93 / 6,374.04
	2.76
	times
	
	

	Quick Ratio    10,931.43 / 6,374.04
	1.72
	times
	

	Debt Ratio       6,374.04 / 15,435.89 
	41.29%
	
	
	

	Working Capital 17,579.93 / 6374.04
	 $11,205.89 
	
	
	


Students should explain the current financial strength of the company by using financial ratios.   They should also show evidence to the loan official as to why the bank should award the loan to the company.

JUDGES’ QUESTIONS

The following questions may be used by the judges:

1) How do you anticipate that you will pay for the new store?  Is there enough cash to budget for interest if you decide to take out a loan?

2) What other financial statements might be prepared by someone who is considering opening a new store?  Cash-flow Statement, Cash Budget, Income Statement

3) Is there additional information that you would have requested if you had the opportunity? Cash flow statement, Income Statement, Cash Budget, buy vs. leasing, location and demographics, customer base, marketing plans, long-range plans, etc

� EMBED MS_ClipArt_Gallery.5  ���











[image: image3.wmf][image: image4.wmf]_1034492021

_1250928979

