Assignment #1– Examining Financial Statements

The company I will be analyzing is general motors limited ranked at position 18 in the fortune 500; it is a car manufacturing and assembling company. Its inventory is in the form of assembled vehicles.
Values used in this document are in USD millions.
Balance sheet
-The purpose of a balanced sheet is to give interested parties an idea of the company’s financial position in addition to showing what the company owns and what it owes. A balance sheet is used to evaluate the financial position of a company during a particular period of time.
-Balance sheets have various uses depending on the party using the financial statement, some of the parties that could be interested in the balance sheet are: owners, suppliers, investors, government, customers and the general public.
The common size percentages are obtained by expressing the balance sheet items as a percentage of total assets i.e.: inventory/total assets
Total assets =228037
Total liabilities=182080
Shareholders equity=45957

                                 General motors limited
                               Common-size balance sheet
                                      December 31 2020
	cash on hand
	23243
	10.19%

	Account receivable
	33398
	14.65%

	inventory
	10398
	4.56%

	prepaid expenses
	……..
	………

	other current assets
	7953
	3.49%

	total current assets
	74992
	32.89%

	property,plant,equipment 
	38750
	16.99%

	long-term investments
	8562
	3.75%

	Goodwill and  intangible assets
	5337
	2.34%

	other long term assets
	100396
	44.03%

	total long term assets
	153045
	67%

	total assets
	228037
	100%

	
	
	

	total current liabilities 
	84905
	37.23%

	long term debt
	65924
	28.91%

	other non-current liabilities
	13146
	5.76%

	total long term liabilities
	97175
	34.67%

	Total liabilities
	182080
	71.90%

	common stock net
	14
	0.01%

	retained earnings(accumulated deficit)
	26860
	11.78%

	comprehensive income
	11156
	4.89%

	other shareholders equity
	7927
	13.26%

	total shareholders’ equity
	45957
	29.94%

	Total equity and liabilities
	228037
	100%



-General motors limited uses (LIFO) last in first out method to handle their inventory ,this means that the last inventory to be manufactured or shipped in is the first one to be sold or taken to market.
-turnover ratio for the past three months was 0.13, this means that for every 1$ worth of assets 0.13$ of revenue is generated.
-Inventory turnover ratio for general motors was 2.79 for the past three months, this shows that the company sold and replaced their stocks 2 times within the past three months.
-General motors has a number of fixed assets including property, plant and equipment that was valued at 38750.They use straight line method to depreciate their assets ,the depreciation expense for the year was 6541. 

Income statement
An income statement is used to track expenses and revenues so one can determine the operating position of a business within a particular period of time, it is used to convey details of profitability of a business.
Revenue=13723
Gross profit=13972
Net income=6581

                             General motors limited
                      Common-size income statement
                   For the year ended December 31 2019

	revenue
	137237
	100%

	cost of goods sold
	123265
	89.82%

	gross profit
	13972
	10.18%

	research and development expense
	……..
	…….

	SG&A expense
	8491
	6.19%

	other operating income or expense
	……….
	………

	operating expense
	131756
	96.00%

	operating income
	5481
	4%

	total operating income /expense
	686
	0.50%

	pretax income
	6168
	4.50%

	income tax
	769
	0.56%

	income after tax
	5399
	3.93%

	other income
	…….
	………

	income from continuous operations
	6667
	4.86%

	income from discontinued operations
	…….
	

	net income 
	6581
	4.79%



-To compute the common-size income statement we take the values as a percentage of revenue
 I.e.:SG&A/revenue
- -There are no special items on the income statement.
-Revenue recognition-Revenue is recognized when a customer obtains control of the goods rather than when we have transferred subst5antially all the risk and rewards of a good or service, by applying the modified retrospective method to all non-complete contracts as of the date of adoption.





Statement of cash flow
Cash flow operating activities=15021
Cash flow investing activities= -10899
Cash flow financing activities= -4677
-Major financing activity during the year was debt issuance with the highest total of -2531 
-Major investing activity that took place during the year was net change in short term investment with the highest total of -22348
-There are negative cash flow totals; that for investing activities-10899
                                                             That for financing activities-4677
The negative cash flow totals impact the company’s sustainability negatively as it cannot cover its expenses from sales alone hence will have to pull money from investments and financing to make up for the difference
Management discussion and analysis
Some of the topics discussed in the MD&A include:

ETR-adjusted ETR-adjusted is used by management and can be used by investors to review the consolidated effective tax rate for our core operations consistently. ETR-adjusted is calculated as Income tax expense less the income tax related to the adjustments noted above for EBIT-adjusted and the income tax adjustments noted above for EPS-diluted-adjusted divided by Income before income taxes less adjustments. 

EPS-diluted-adjusted EPS-diluted-adjusted is used by management and can be used by investors to review our consolidated diluted EPS results consistently. EPS-diluted-adjusted is calculated as net income attributable to common stockholders-diluted less income (loss) from discontinued operations on an after-tax basis, adjustments noted above for EBIT-adjusted and certain income tax adjustments divided by weighted-average common shares outstanding-diluted. 



EBIT-adjusted EBIT-adjusted is presented net of non controlling interests and is used by management and can be used by investors to review our consolidated operating results because it excludes automotive interest income, automotive interest expense, and income taxes as well as certain additional adjustments that are not considered part of our core operations..

These adjustments mentioned above impact financial statements and some of the ratios in the following ways:
-The EBITDA margin is a profitability ratio that measures how much in earnings a company is generating before interest, taxes, depreciation, and amortization, as a percentage of revenue. EBITDA Margin = EBITDA / Revenue. Adjustments to the earnings before interest and tax will have an impact on this ratio depending on whether it is an increase or a decrease in the EBIT
-EPS adjustment will affect the earning per share ratio of the company it will also affect the statement of equity of the company. Earnings per share are calculated as the company’s profit divided by the outstanding number of shares.
-ETR adjustments will affect the Expected tail ratio and the income statement is it may either increase or decrease the income tax expense.
Link to the financial statements; https://www.macrotrends.net/stocks/charts/GM/general-motors/financial-statements
