Running head: TARGET COMPANY 		1
TARGET COMPANY		4





Target Company
Name
Instructor
Course
Date






Summarize and explain the company’s financial position and operating performance measurements
The way to analyze the financial position of the company
Investors have to analyze the financial position in order to comprehend and value a firm. By the use of financial indicators in the measurements of business performance allow various stakeholders to understand financial position and operating performance measurements of the company (Henderson, et al. 2015). You can define the operating goals for your business entity, but such goals differ from one company to another in various industries or markets. Financial indicators are neutral techniques for evaluation of performance if you need to compare the performance of your company with other companies in the market or industry.
Profitability
Company profitability influences its amount of income and value it produces for its shareholders. The two financial indicators which measure company’s profitability are the return on assets and net profits. The net profit percentage is the net profit amount divided by the sales amount times 100 (Scott, 2015). The return on assets percentage is the net profit amount divided by the assets of the company total value times 100. The net profit margin or net profit percentage measures the company's abilities to produce surplus cash. The return on assets percentage measures how effectively, reliably, and efficiently the firm is utilizing its resources. 
Liquidity
The company can still go bankrupts even when it produces profits in case it incurs large expenses within a short period time and the firm runs out of cash to meet its daily expenses. Liquidity ratios analyze the liabilities a firm faces in the present financial year and the assets it has met to pay the liabilities (Warre and Jones, 2018). The management of the company can calculate the current ratios to establish how it easily pays off debts without running at a loss. The company can also compute the quick ratio. If liquidity ratios are less than one, this implies that the firm does not have enough assets to meet its debts or pay for its liabilities and shall have to make other arrangements such as borrowings and loan to meet its daily operations. 
Debt
The company can have high debts but still meet its daily activity operations and even still operate and perform if it has used its debts to buy assets like other companies or equipment. The management of the company can compute debt to assets ratio (Henderson, et al. 2015). This financial indicator shows the management how much of debts the firm utilized which retained their values. If the debt-to-assets ratio is less than one it implies that the business entity has the long-term abilities to pay all its liabilities and survive all its challenges.
Activity ratio
Activity ratio evaluates how effectively, efficiently and reliably the firm manages and controls its business activities. The asset turnovers measure how efficiently the business entity uses its assets to operations and works (Scott, 2015). The inventory turnovers analysis how effectively the organization manages its inventories or stocks and a higher inventory turnover ratio imply better performance of the company. The operating expenses ratio shows how the effectively and efficiently minimizes its expenses. A lower ratio implies the firm is utilizing its cash more effectively, efficiently and reliably.
Starbucks
Annual Income Statement (values in 000's) 
	Period Ending
	10/1/2017
	10/02/2016
	9/27/2015
	9/28/2014

	Total Revenue
	$22,386,800
	$21,315,900
	$19,162,700
	$16,447,800

	Cost of Revenue
	$9,038,200
	$8,511,100
	$7,787,500
	$6,858,800

	Gross Profit
	$13,348,600
	$12,804,800
	$11,375,200
	$9,589,000

	Operating Expenses
	
	
	
	

	Research and Development
	$0
	$0
	$0
	$0

	Sales, General and Administration	
	$8,440,400
	$7,970,300
	$7,130,200
	$6,086,800

	Non-Recurring Items
	$153,500
	$0
	$0
	($20,200)

	Other Operating Items
	$1,011,400
	$980,800
	$893,900
	$709,600

	Operating Income
	$4,134,700
	$4,171,900
	$3,601,000
	$3,081,100

	Additional income/expense items
	$275,300
	$108,000
	$372,500
	$142,700

	Earnings before Interest and Tax
	$4,410,000
	$4,279,900
	$3,973,500
	$3,223,800

	Interest Expense
	$92,500
	$81,300
	$70,500
	$64,100

	Earnings before Tax
	$4,317,500
	$4,198,600
	$3,903,000
	$3,159,700

	Income Tax
	$1,432,600
	$1,379,700
	$1,143,700
	$1,092,000

	Minority Interest
	($200)
	($1,200)
	($1,900)
	$400

	Equity Earnings/Loss Unconsolidated Subsidiary
	$391,400
	$318,200
	$249,900
	$268,300

	Net Income-Cont. Operations
	$3,276,100
	$3,135,900
	$2,946,200
	$2,336,400

	Net Income
	$2,884,700
	$2,817,700
	$2,757,400
	$2,068,100

	Net Income Applicable to Common Shareholders
	$2,884,700
	$2,817,700
	$2,757,400
	$2,068,100


[Starbucks Corporation (SBUX) Balance Sheet - NASDAQ.com
https://www.nasdaq.com › Quotes › Symbol › Company Financials]
Starbucks
Annual Balance Sheet (values 000’s)
	Period Ending
	10/1/2017
	10/02/2016
	9/27/2015
	9/28/2014

	Current Assets
	
	
	
	

	Cash and Cash Equivalents 
	$2,462,300
	$2,128,800
	$1,530,100
	$1,708,400

	Short-Term Investments 
	$228,600
	$134,400
	$81,300
	$135,400

	Net Receivables
	$870,400
	$768,800
	$719,000
	$948,400

	Inventory
	$1,364,000
	$1,378,500
	$1,306,400
	$1,090,900

	Other Current Assets
	$358,100
	$347,400
	$334,200
	$285,600

	Total Current Assets
	$5,283,400
	$4,757,900
	$3,971,000
	$4,168,700

	Long-Term Assets
	
	
	
	

	Long-Term Investments
	$1,023,900
	$1,496,200
	$664,500
	$833,300

	Fixed Assets
	$4,919,500
	$4,533,800
	$4,088,300
	$3,519,000

	Goodwill
	$1,539,200
	$1,719,600
	$1,575,400
	$856,200

	Intangible Assets
	$441,400	
	$516,300
	$520,400
	$273,500

	Other Assets
	$362,800
	$403,300
	$415,900
	$198,900

	Deferred Asset Charges
	$795,400
	$885,400
	$1,180,800
	$903,300

	Total Assets
	$14,365,600
	$14,312,500
	$12,416,300
	$10,752,900

	Current Liabilities
	
	
	
	

	Accounts Payable
	$2,932,200
	$2,975,700
	$2,664,300
	$2,244,200

	Short-Term Debt / Current Portion of Long-Term Debt
	$0
	$399,900
	$0
	$0

	Other Current Liabilities
	$1,288,500
	$1,171,200
	$983,800
	$794,500

	Total Current Liabilities
	$4,220,700
	$4,546,800
	$3,648,100
	$3,038,700

	Long-Term Debt
	$3,932,600
	$3,185,300
	$2,347,500
	$2,048,300

	Other Liabilities
	$755,300
	$689,700
	$600,900
	$392,200

	Deferred Liability Charges
	$0
	$0
	$0
	$0

	Misc. Stocks
	$0
	$0
	$0
	$0

	Minority Interest
	$6,900
	$6,700
	$1,800
	$1,700

	Total Liabilities
	$8,915,500
	$8,428,500
	$6,598,300
	$5,480,900

	Stock Holders Equity
	
	
	
	

	Common Stocks
	$1,400
	$1,500
	$1,500
	$700

	Capital Surplus
	$41,100
	$41,100
	$41,100
	$39,400

	Retained Earnings
	$5,563,200
	$5,949,800
	$5,974,800
	$5,206,600

	Treasury Stock
	$0
	$0
	$0
	$0

	Other Equity
	($155,600)
	($108,400)
	($199,400)
	$25,300

	Total Equity
	$5,450,100
	$5,884,000
	$5,818,000
	$5,272,000

	Total Liabilities & Equity
	$14,365,600
	$14,312,500
	$12,416,300
	$10,752,900


[Starbucks Corporation (SBUX) Balance Sheet - NASDAQ.com
https://www.nasdaq.com › Quotes › Symbol › Company Financials]

Starbucks
Cash Flow (values 000’s)
	Period Ending
	10/1/2017
	10/02/2016
	9/27/2015
	9/28/2014

	Net Income
	$2,884,700
	$2,817,700
	$2,757,400
	$2,068,100

	Cash Flows-Operating Activities
	
	
	
	

	Depreciation
	$1,067,100
	$1,030,100
	$933,800
	$748,400

	Net Income Adjustments
	$132,600
	$373,100
	($222,800)
	$1,500

	Changes in Operating Activities
	
	
	
	

	Accounts Receivable
	($96,800)
	($55,600)
	($82,800)
	($79,700)

	Changes in Inventories
	$14,000
	($67,500)
	($207,900)
	$14,300

	Other Operating Activities
	($4,700)
	$248,800
	$261,500
	$418,300

	Liabilities
	$177,200
	$227,300
	$308,000
	($2,562,700)

	Net Cash Flow-Operating
	$4,174,300
	$4,575,100
	$3,749,100
	$607,800

	Cash Flows-Investing Activities
	
	
	
	

	Capital Expenditures
	($1,519,400)
	($1,440,300)
	($1,303,700)
	($1,160,900)

	Investments
	$615,100
	($807,500)
	$60,900
	$362,300

	Other Investing Activities
	$54,300
	$24,900
	($277,500)
	($19,100)

	Net Cash Flows-Investing
	($850,000)
	($2,222,900)
	($1,520,300)
	($817,700)

	Cash Flows-Financing Activities
	
	
	
	

	Sale and Purchase of Stock
	($1,891,700)
	($1,834,900)
	($1,605,100)
	($618,900)

	Net Borrowings
	$350,200
	$1,254,500
	$238,400
	$748,500

	Other Financing Activities
	($87,200)
	($114,400)
	($93,600)
	($84,200)

	Net Cash Flows-Financing
	($3,001,600)
	($1,750,000)
	($2,256,500)
	($623,300)

	Effect of Exchange Rate
	$10,800
	($3,500)
	($150,600)
	($34,100)

	Net Cash Flow
	$333,500
	$598,700
	($178,300)
	($867,300)


[SBUX Annual Cash Flow Statement - Starbucks Corp. Annual Financials
https://www.marketwatch.com/investing/stock/sbux/financials/cash-flow]



Starbucks
Financial Ratio (values 000’s)
	Period Ending
	10/1/2017
	10/02/2016
	9/27/2015
	9/28/2014

	Liquidity Ratios
	
	
	
	

	Current Ratio
	125%
	105%
	109%
	137%

	Quick Ratio
	93%
	74%
	73%
	101%

	Cash Ratio
	64%
	50%
	44%
	61%

	Profitability Ratios
	
	
	
	

	Gross Margin
	60%
	60%
	59%
	58%

	Operating Margin
	18%
	20%
	19%
	19%

	Pre-Tax Margin
	19%
	20%
	20%
	19%

	Profit Margin
	13%
	13%
	14%
	13%

	Pre-Tax ROE
	79%
	71%
	67%
	60%

	After Tax ROE
	53%
	48%
	47%
	39%


[Starbucks Corporation (SBUX) Balance Sheet - NASDAQ.com
https://www.nasdaq.com › Quotes › Symbol › Company Financials]

How the profitability goals of the company link by using financial statements, business activities and ratios to bring values to the shareholders
Profitability ratios, financial statements, and business activities enable the company to estimate its budgets and establish the number of revenues the company requires to generate from its business activities to meet its expenses and still earn a profit in the process (Henderson, et al. 2015). The profitability ratios are financial metrics utilized by the investors and analysts in measuring and evaluating the company’s ability to generate incomes or profits relative to equity of shareholders, operating costs, balance sheet assets and revenue during a given time period. They illustrate how well a firm uses its assets in generating values and profits to the shareholders (Scott, 2015). Higher values or ratios are commonly sought-after by many of the companies as this often implies the business is operating and performing well to generate cash flow, revenues, and profits to meet the daily operations of the business entity. 
[bookmark: _GoBack]Rather the financial statements, business activities, and ratios allow the company to decide how much profits it needs to make in one financial year. The company would be able to set percentage increase or dollar amount over the sales of the previous year. The company shall also be able to set its specific income and profit goals (Warre and Jones, 2018). Part of achieving the goals of business profitability is keeping track of the expenses of the company. When the business put forth additional efforts to generate more revenues the expenses of the business may increase as well. The company must the develop strategies, techniques, and plans to minimize expenses and therefore maximize the profits.
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