Fall 2019
BUAD 280: Introduction to Financial Accounting


Project Title:
Financial Accounting – A Tale of Two Companies

Background:
For this assignment, you must work individually. Please select one of the three pairs:
Option 1: CVS vs. Rite-Aid (if you like toothpaste!)
Option 2: Lululemon vs. Nike (if you like to workout!)
Option 3: General Mills vs. Campbell Soup Company (if you like cereal or soup!)  
You can use the following to gather data on your companies:
· Annual Reports to Shareholders (through company investor relations web sites)
· SEC filings such as “10-Q”s and “10-K”s (available at www.sec.gov under “EDGAR Filers”)
· Business news agencies (e.g., www.wsj.com, www.money.com, www.foxbusiness.com, etc.)

1) Evaluate the two companies by creating a spreadsheet-based model using annual data from the last three fiscal years. At a minimum, you must do the following:
a. For six of the selected ratios listed on the next page: Calculate for both companies for the last three fiscal years. 
b. Tip: Make sure to practice good Excel modeling skills and not hardcode numbers in your ratio calculations! [Refer to the Excel Guidelines which have been provided.]
2) Use your analysis to determine which of the two companies are performing “better” (or “worse”). 
a. Comment on how the performance differs across companies and across time. Use your knowledge of the industry, consumers, trends, etc. to help you with your analysis. Don’t just comment on the ratios being higher or lower – discuss the implications and why they are important. 
b. Tip: Look through the companies’ annual report for additional information that might help you with your analysis. The MD&A (Management Discussion & Analysis) will give you the management’s overview of the previous year (Note that the MD&A is not audited). The Notes to the financial statements provide additional audited information – they are “footnotes” to the financial statements.
c. Comment on how diversity is addressed in the company’s corporate mission (if at all). How has the company dealt with diversity in how it serves its customers or sells its products? How about with its employees, leadership, or board of directors? You may need to look outside financial statements for this information (news articles, press releases, etc.). 
d. Your write-up must be no more than 600 words. Make sure your write-up adheres to professional standards of writing (i.e., correct punctuation, grammar, structure, etc.). Your write-up should not read like one long text! 

Required:
●I must receive the following two items by email by 5pm on Friday, December 6, 2019.  My email address is:
mwh@marshall.usc.edu 

●The write-up is also to be submitted in hard copy no later than 5pm on Friday, December 6, 2019.  You may hand it to me in my office, slide it under my outer office door OR slide it into my mailbox.  

1) Write-up (no more than 600 words).  Show your word count at the end of the write-up.
2) Excel spreadsheet with your financial data and ratio calculations
●Duplicate submissions cause the ‘elves’ extra work.  They become grouchy and it tarnishes their ‘holiday spirit’ as a result.  
Selected Ratios: 
[bookmark: _GoBack]For the six ratios you select, make sure you calculate the values. If the firm calculates a ratio and reports it in its10K, do not use the firm’s reported value. [Sometimes, firms create a unique definition of the ratio to make its results ‘look better’.]  
Can you imagine my surprise that they might do that?
Inventory Turnover
Accounts Receivable Turnover 
Current Ratio
Times Interest Earned
Return on Assets
Gross Profit Rate
Profit Margin
Asset Turnover
Debt to Equity Ratio
Earnings per Share
Earnings Quality – Net cash from operations (cash flow statement)/Net income 





