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Introduction
As an accountant, other than preparing financial statements for a firm a key aspect that follows this process is the interpretation of the data provided. The interpretation of data is important especially when called upon by investors and other individuals who would wish to understand the state of affairs of the company on scrutiny in case they wish to invest with the firm (Institute, 2019). Despite the availability of different points of view in analyzing financial statements the paper has concentrated on the vertical and horizontal analysis of Jim’s Auto Body as highlighted below.
[bookmark: _GoBack]Vertical analysis
When scrutinizing the financial statements from the vertical perspective as the name suggests the figures are viewed from a top-down approach (Prodanova & Malykh, 2016). In the income statement for example, the data is calculated as a percentage of the total revenue of the year in or period in question. As highlighted in table one below each of the revenues and expenses appears as a percentage of the revenue of the year in question. For example in the year 2017, the salary expense of -$55000 translates to -24.77% of the revenue for the year i.e 222000. Thus, (-$55000/$222000)% = -24.77%. On the other hand, in the balance sheet all the figures are calculated as a percentage of the total assets. In the year 2016, there was a cash balance of $130200, which when analyzed from a vertical perspective is equivalent to 60.59% of the total assets of the year ($214900). Thus: ($130200/$214900)%.
Horizontal analysis
The horizontal point of view of analyzing financial statements is different from the vertical perspective in that it aims at comparing the year upon year or different accounting periods figures of each item assuming a linear pattern (Prodanova & Malykh, 2016). For each comparative period it is necessary to take the value of the present period (n) and divide it by the value of the previous period (n-1) and then deduct 1 from the resultant figure while ensuring to express it as a percentage. For example in table 3, where the analysis of the income statement is performed, the change in total revenue for the year 2017 as compared to the previous year 2016 is calculated by ($32000/36000)-1. The resultant figure is then expressed as a percentage i.e-11.11%. The same applies for the figures in the balance sheet in table 4.

Vertical analysis
Table one:
	Jim’s Auto Body
	
	
	
	

	Income statement for year ended 30th April
	
	
	
	Year ended 30th April

	
	              2017
	               2016
	
	
	
	             2017
	           2016

	Revenue:
	
	
	
	
	
	                  -
                  
                100%         
                100%
                      -
-24.77%
-3.38%
-5.41%

-1.62%

-1.58%

-2.25%
              -18.7%

	                    -
                 
               100%                        
               100%
                   -
-13.06%
-5.56%
-2.5%

-0.56%

-0.69%

-1.42%
           -23.78%

	Service Revenue
	                     
          222000
          222000
             
(55000)
(7500)
(12000)

(3600)

(3500)

(5000)
         (86600)
                          
	                       
             36000
             36000

(4700)
(2000)
(900)

(200)

(250)

(510)
            (8560)
                      
	
	
	
	
	

	Total Revenue
	
	
	
	
	
	
	

	Expenses:
	
	
	
	
	
	
	

	Salary Expense
	
	
	
	
	
	
	

	Rent expense
	
	
	
	
	
	
	

	Utility expense
	
	
	
	
	
	
	

	Depreciation expense
	
	
	
	
	
	
	

	Insurance expense
	
	
	
	
	
	
	

	Supply expense
	
	
	
	
	
	
	

	Total expenses
	
	
	
	
	
	
	

	Earnings
	                     
          135400
	                     
             27440
	
	
	
	
             60.99%
	
            76.22%



Table Two
	Jim’s Auto Body
	
	Angel’s Auto Body
	
	
	

	Balance sheet as of 30th April
	
	Balance sheet as of 30th April

	
	2017
	2016
	
	2017
	2016

	Assets:
	
	
	
	
	
	
	
	
	

	Cash
	500,000
	
	130,200
	
	
	63.02%
	
	60.59%
	

	Acct.receivable
	110,000
	
	26,000
	
	
	13.86%
	
	12.1%
	

	PP In
	2,500
	
	1,725
	
	
	0.32%
	
	0.80%
	

	Equipment
	155,000
	
	57,000
	
	
	19.54%
	
	26.52%
	

	Accu.Dep
	10,900
	
	(2,725)
	
	
	1.37%
	
	-1.27%
	

	Supplies
	15,000
	
	2700
	
	
	1.89%
	
	1.26%
	

	Total assets
	793,400
	
	214,900
	
	
	100%
	
	100%
	

	Liabilities and stockholder’s Equity
	
	
	
	
	
	
	
	
	

	Liabilities:
	
	
	
	
	
	
	
	
	

	Accounts. Payable
	
	222,000
	
	10,000
	
	
	27.98%
	
	4.65%

	Salary payable
	
	45,000
	
	3,500
	
	
	5.67%
	
	1.63%

	Total liabilities
	
	267,000
	
	13,500
	
	
	33.65%
	
	6.28%

	Stockholder’s Equity:
	
	
	
	
	
	
	
	
	

	Common Stock
	
	311,400
	
	155,000
	
	
	39.25%
	
	72.13%

	Retained Earnings
	
	215,000
	
	46,400
	
	
	27.1%
	
	21.59%

	Total Stockholder’s Equity
	
	526,400
	
	201,400
	
	
	66.35%
	
	93.17%

	
	
	
	
	
	
	
	
	
	

	Total Liabilities & Stockholder’s Equity
	793,400
	
	214,900
	
	
	100%
	
	100%
	




Horizontal analysis
Table Three
	Income statement as of 30th April
	
	
	
	Income 

	
	              2017
	               2016
	
	
	
	             2017
	           2016

	Revenue:
	
	
	
	
	
	
                     -
            -11.11%
            -11.11%
                      -
-31.91%
-25%
-61%%

105%

-30%

-31.37%
            -30.08%

	
                       -
                       -
                     na
                      -
na
na
na

na

na

na
                  na

	Service Revenue
	                     
          32000
          32000
             
(3200)
(1500)
(350)

(410)

(175)

(350)
           (5985)
                          
	                       
             36000
             36000

(4700)
(2000)
(900)

(200)

(250)

(510)
            (8560)
                      
	
	
	
	
	

	Total Revenue
	
	
	
	
	
	
	

	Expenses:
	
	
	
	
	
	
	

	Salary Expense
	
	
	
	
	
	
	

	Rent expense
	
	
	
	
	
	
	

	Utility expense
	
	
	
	
	
	
	

	Depreciation expense
	
	
	
	
	
	
	

	Insurance expense
	
	
	
	
	
	
	

	Supply expense
	
	
	
	
	
	
	

	Total expense
	
	
	
	
	
	
	

	Earnings
	                     
            26015
	                     
             27440
	
	
	
	
              -5.19%
	
                   Na












Table Four:
	Jim’s Auto Body
	
	Angel’s Auto Body
	
	
	

	Balance sheet as of 30th April
	
	Balance sheet as of 30th April

	
	2017
	2016
	
	2017
	2016

	Assets:
	
	
	
	
	
	
	
	
	

	Cash
	145,000
	
	101,800
	
	
	42.44%
	
	NA
	

	Acct.receivable
	34,000
	
	20,000
	
	
	70%
	
	NA
	

	PP In
	1,100
	
	1,100
	
	
	0
	
	NA
	

	Equipment
	62,000
	
	55,000
	
	
	12.73%
	
	NA
	

	Accu.Dep
	(750)
	
	(500)
	
	
	50%
	
	NA
	

	Supplies
	2,300
	
	2600
	
	
	-11.5%
	
	NA
	

	Total assets
	243,650
	
	180,000
	
	
	35.36%
	
	NA
	

	Liabilities and stockholder’s Equity
	
	
	
	
	
	
	
	
	

	Liabilities:
	
	
	
	
	
	
	
	
	

	Accounts. Payable
	
	22,000
	
	8,000
	
	
	175%
	NA
	

	Salary payable
	
	4,500
	
	3,000
	
	
	50%
	NA
	

	Total liabilities
	
	26,500
	
	11,000
	
	
	141%
	NA
	

	Stockholder’s Equity:
	
	
	
	
	
	
	
	NA
	

	Common Stock
	
	198,150
	
	150,000
	
	
	32.1%
	NA
	

	Retained Earnings
	
	19,000
	
	19,000
	
	
	0
	NA
	

	Total Stockholder’s Equity
	
	217,150
	
	169,000
	
	
	28.49%
	NA
	

	
	
	
	
	
	
	
	
	
	

	Total Liabilities & Stockholder’s Equity
	243,650
	
	180,000
	
	
	
	35.36%
	NA
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