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Financial Trend Analysis 
By Richard T. Hendee, President Horizon Associates, Inc. and a Silver Fox Advisor 

nalyzing the financial trends in a business is an exercise that can be very rewarding not 
only from a dollar and cents perspective but it also can be very helpful in the planning 
process and the development of growth strategies. 

Almost all business owners can tell you what their Company’s annual sales and net profits 
have been for the last three years, but very few can actually drill down to specific line item 
trends on the balance sheet and income statement.  

Business financial statements are typically viewed as a single point in time, end of the month, 
end of each quarter or end of the fiscal year. The focus is generally on how much cash is 
available, how sales are doing and if the business is generating a profit. 

Financial trend analysis should begin by looking at comparative periods (e.g. current month 
vs. last month vs. same month from prior year and then add vs. budget). This analysis can 
and should also be done on a quarterly basis as well as annually. To be meaningful, any 
financial analysis should include not only the balance sheet (assets, liabilities and equity) but 
also the income statement (revenues, expenses and net profits). Illustration # 1 below shows 
an example of a balance sheet financial trend spread out over three fiscal year ends. As you 
will note, there are several line items that when analyzed prompt some very specific concerns. 
If you owned this Company, write down how many questions you would ask your internal 
Chief Financial Officer.  

Did you ask what happened to the accounts receivable at 12/31/13? What about the 
movement in the Loan to Related Company? The fixed asset increase at 12/31/13 probably 
should not be a big surprise, based simply on the size of the increase it would likely indicate 
something significant was purchased in 2013. What happened to accounts payable at 
12/31/13? Did you spot the pay down and pays off of the Debt To Related Company over the 
three year period? I bet your Banker did! You really need to be concerned about the 
profitability in 2013. If you wrote down more than these questions, you are beginning to see 
the reason why this analysis is so important to your business.  

Illustration #1 (a) 

  
12/31/11 

 
12/31/12 

 
12/31/13 

Assets    
Cash  $220,332 $295,289 $351,417 
Account Receivables  $547,921 $689,356 $595,327 
Total Current Assets  $768,253 $984,645 $946,744 
Loan to Related Company $149,147 $364,596 $134,431 
Fixed Assets Net of Dep. $914,061 $886,985 $1,686,379 
Total Assets  $1,831,461 $2,236,226 $2,767,554 
    
Liabilities     
Current Portion LTD $51,000 $51,600 $152,200 
Accounts Payable $123,005 $119,772 $767,501 
Debt to Related Company $265,921 $165,718 $0 
Other Current Liabilities $21,957 $52,396 $76,409 
Total Current Liabilities $461,883 $389,486 $996,110 

A 
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Long Term Debt $967,343 $915,743 $1,463,543 
Total Liabilities  $1,429,226 $1,305,229 $2,459,653 
    
Equity    
Common Stock $1,000 $1,000 $1,000 
Member's Equity $167,323 $198,721 $126,793 
Net Income  $233,912 $731,276 $180,108 
Total Equity  $402,235 $930,997 $307,901 
    
Total Liab. & Equity  $1,831,461 $2,236,226 $2,767,554 

 
Now let’s take a look at the income statement spread out over the same three year reporting 
period. Illustration #2 below is that spread. Do the same thing here and write down all the 
things that you would ask your Chief Financial Officer. 

Were you concerned about the dip in revenue in the service category in the 12/31/13 
reporting period from the 12/31/12 fiscal year end? How about the fact that service labor 
costs did not drop at the same level the service revenues slipped? Did you spot the decrease 
in the gross profit margin in product sales? There are numerous questions that need to be 
asked related to total expense, as every line item increased over the prior reporting period. 
In fact, total expenses increased over 50% in 2013 over the 2012 fiscal year, while total 
revenues increased by only 7.4% in the same reporting period. This would indicate signs of 
an out of control environment. The balance sheet in illustration #1 did show an increase in 
fixed assets of nearly $800,000, which would likely represent a new building or facility 
expansion probably accounting for some of the increases in the various expense line items.  

Illustration #2 (a) 

    
   12/31/11 

    
    12/31/12 

       
 12/31/13 

Revenues     
Product Sales $1,707,499 $2,245,233 $2,896,921 
Service  $1,179,397 $1,369,402 $986,437 
Total Revenues  $2,886,896 $3,614,635 $3,883,358 
    
Cost of Goods Sold    
Products  $853,750 $1,109,271 $1,578,038 
Service - Parts  $176,909 $221,712 $156,327 
Service - Labor  $530,729 $602,303 $537,921 
Total Cost of Goods Sold $1,561,388 $1,933,286 $2,272,286 
    
Gross Profit  $1,325,508 $1,681,349 $1,611,072 
    
Expenses    
Consulting $51,000 $45,000 $63,250 
Depreciation  $25,988 $25,988 $81,975 
Insurance  $23,469 $23,571 $37,817 
Interest  $44,645 $43,732 $82,964 
Repairs & Maintenance $83,529 $45,142 $57,985 
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Office Wages $175,000 $185,000 $230,000 
Labor  $170,072 $175,921 $227,844 
Office Expense $25,474 $20,273 $35,911 
Professional Fees $21,368 $20,975 $76,775 
Contract Labor $171,521 $102,957 $151,917 
Equipment Rental  $95,330 $85,211 $113,969 
Taxes & Licenses $31,563 $31,867 $35,987 
Travel $51,289 $32,987 $76,565 
Utilities $20,898 $21,965 $43,571 
Warehouse  $84,282 $73,876 $92,897 
All other  $16,168 $15,608 $21,537 
Total Expenses $1,091,596 $950,073 $1,430,964 
Net Income  $233,912 $731,276 $180,108 

 
Another additional benefit of doing this type of financial analysis internally is that it can used 
to set the stage for a proactive meeting with your Banker. Had these financial statements 
been given to your Banker as part of a reporting covenant in a loan agreement, your Banker’s 
follow-up with you might well have started with some of the questions you had wrote down 
as part of this exercise. If you did not have good answers, your financial relationship with 
your Bank might likely take a different turn that could be very strained at best.  
 
(a) It should be noted that the numbers in the two illustrations above were not taken from a real company’s 

financial statement but were fictional in nature.  
 

http://silverfox.org/
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Why Didn’t I Get The Job!

	By John Sweney  	

A

great professional who was turned down by a client for a permanent job asked us, “Why didn’t I get the job?” That’s a perfectly good question — one that has crossed the mind of anyone who has ever interviewed for a job they didn’t get. It is also a very difficult question to answer for various legal, ethical and practical reasons.

A better question is, “Why did SOMEONE ELSE get the job?” Better simply because it implies that the decision turns more on the attributes of the person selected rather than on the drawbacks of the persons not selected. And that, my friends, is how decisions are actually made.

So, here is a checklist of all the attributes that winning candidates bring to the table for a given professional opportunity. If you cannot check off ALL of these boxes in the context of a specific opportunity, then that’s probably a good indicator of why someone ELSE got the job.

Possession of all the TALENTS required for the job

Each of us has innate, hard-wired talents — capabilities that derive not from experience or skill or knowledge, but from how our individual brains developed as we grew up. Our talents are partly genetic and partly environmental (the old nature vs. nurture debate), but they are immutable. You either have a given talent or you don’t. Any specific job requires some specific talents as a foundation. For example, someone with a natural talent for “winning others over” and “connecting with people” would have at least two talents required for a sales position.

We sometimes ask candidates to answer a series of questions that help us catalog their strongest talents. We use a simple online test called StrengthsFinder (www.strengthsfinder.com) that considers 35 talent themes and identifies the top five talent themes for an individual.

Development of all the SKILLS required for the job

Each of us has developed a set of skills over our professional careers — things that we have learned to do and practiced. For example, “project management” is a learned skill that leverages the natural talent themes of “arranger” and “restorer”. Truly effective use of PowerPoint is a learned skill that leverages the natural talent theme of “communication”.

Each job has a set of skills required to do the job well. In theory if one was planted in a job without the necessary skill, one could probably learn it, but most organizations these days would rather avoid compromise and training if possible.

Acquisition of all the KNOWLEDGE required for the job

Each of us has acquired a body of knowledge — things that we know about and can relate to. For example, some professionals in Houston know about the oil and gas industry; they understand all about upstream, downstream, exploration, production, transport, markets, and environment. They know that a cracker has nothing to do with hors d’oeuvres, fishing has nothing to do with seafood, and a basin has nothing to do with washing your hands. (To enhance your knowledge of oil and gas terms, click HERE.)

Each job has a body of knowledge required to do the job. Again, most organizations prefer to hire people who walk through the door with this knowledge.

Gained all the EXPERIENCE required for the job

Sometimes the experience that a candidate brings to the table — things that have been done in the past — can trump skills, knowledge and even talent in the eyes of the person making a hiring decision. Experience is fairly easy to identify in a resume, and many people believe (falsely in my opinion) that if someone has specific experience then they must have the talent, skills and knowledge that goes with it.

Of course, we all know people who have amassed experience in something, yet do not do it very well, and people who do things well but without the experience to show for it. For example, I have lots of corporate experience in managing programs and projects, developing detailed spreadsheets and pert charts, tracking the details and delegating, etc. But I am not really very skilled at this, and it does not leverage any of my natural talents. On the other hand, I am quite a good speechwriter, but I have very little corporate experience as a speechwriter and just a few good speeches written for others to show for it.

At any rate, each job has a set of experiences desired in the candidates they seriously consider for the job, and most organizations have high expectations that experience rules the day.

Fostered a great REPUTATION aligned with the company’s

Perhaps the most valuable yet undervalued asset we bring to the table is our professional and personal reputation. Our reputation is a reflection of other people’s perceptions of us as a contributor and team player as we exercise our skills, knowledge and experience and leverage our talents. Keep in mind that reputation is based on others’ perceptions, and those perceptions may be disconnected from reality. That means a person’s reputation can be totally aligned with the truth, but it can also mean that someone holds a great reputation when it is not earned or a poor reputation when it is not deserved.

Moreover, each decision maker has an undefined expectation for the reputation they are looking for in the candidate to fill a job. For example, a candidate that has a reputation for “working hard and partying harder” may be either appealing, appalling, or immaterial to the decison-maker and others in the hiring company. But one way or the other, even though there may be no mention of lifestyle in the job description, this tidbit of reputation will be considered.

PERSONALITY fits the workgroup

Every workgroup has a personality that derives from the current incumbents in the workgroup and the corporate culture overall. Just like any other human relationship there are no “good” or “bad” personalities; there is just “fit” and “no fit”.

At Brookwoods Group, we assess personality with in-person interviews, and we use an on-line personality profile (www.hiresuccess.com) as a conversation-starter and to identify personality differences between candidates. Usually only the extreme traits are interesting. For example, the test allows us to describe a candidate as “extroverted, self-confident and promotional”.

Because we are striving for a perfect fit, we take time to assess the personality of our clients and the client workgroup as well usually by simply visiting and observing. Sometimes we cannot get a good read on the client workgroup, so we will cover our bases by submitting more than one great candidate, each equally capable of doing an extraordinary job, but with a different personality. We may say, “Here are two candidates equally capable: Jack is more organized and more of a team player; Jill is more detailed and proactive.” We encourage the client to meet both and decide.

By the way, in reading the last paragraph, I bet you formed an instant opinion in your own mind — without even trying and without any knowledge other than those adjectives — of whether YOU would rather work with Jack or Jill. Decision makers form opinions the exact same way.

Strong positive ATTITUDE

All things being equal — talent, skills, knowledge, experience, reputation and personality — the candidate with the great attitude will get the job.

Remember, attitude is not platitude! It is not about denial-based positive thinking, affirmations repeated but ignored, or false cheerfulness that masks discomfort and pain.

Positive attitude is about the daily choice to smile to the infinite variety and mystery of life (Thank you, William Saroyan!); to take true responsibility for ones actions and choices; to seek out and foster the strengths in yourself and others; and to press forward productively in the face of setbacks and unexpected change.

PREPARED to come to work for the company

Like attitude, preparation is another tie-breaker in the minds of decision-makers. The company has gone to a lot of trouble and effort to learn about the candidates. How much do the candidates know about the company?

If it’s a public company, have they actually read the last annual report to get a sense of the business and its relationships to markets, employees, customers, and communities? Have they explored almost every page of the corporate web site looking for evidence of how the company presents itself to the world? Have they Googled for news articles, executive blogs, and other company information?

More importantly, have they used all this knowledge and research to build a quicker rapport and relationship with the interviewer, and to spur an intelligent discussion of the job opportunity, how it relates to the future of the company, and how there could be a perfect fit for both the candidate and the company?

APPEARED professional and ready to work

It may not be fair, but first impressions really do make a difference. We have seen candidates appear in our offices with the best of intentions but totally unaware of how they present themselves to others.

Some of the most preventable appearance faux pas are: tardiness (there is no excuse for this); clothes that do not fit (that great suit fit two years and several pounds ago but not now); inappropriate business clothes (that cocktail dress is stunning on you, but not at the office); intolerable odors (no, you cannot cover the smell of cigarettes by putting on more cologne); and missing props (you left your pen, notebook and writing samples at home).

In ACCORD with the decision-makers vision

Whether they care to admit it or not, every decision maker has a vision for what the ideal candidate looks like. (At one time, we all have had a vision for our ideal mate; it’s the same process in our minds.) That vision may have been formed by the people who held that job before, by the influence of other people or even magazine articles, or by any number of other factors.

The candidate who comes closest to that vision will likely get the job. The candidate who has all the talent, skills, knowledge, experience, reputation, personality, attitude, preparation and appearance and may not get the job despite everything if they also remind the decision maker of the obnoxious cousin that they dislike immensely.

In conclusion, did you circle “yes” for all the statements above? If so, you are a certifiable clairvoyant, and you should actually earn your living reading other people’s minds!

The point is, of course, that the hiring decision includes factors over which you have complete control, factors over which you have no control, and factors for which you have no awareness and never will!

So the real answer to the question, “Why didn’t I get the job?” is “You can never know for sure!” So the only thing to do is not to take it personally, maintain a strong positive attitude, prepare for the next opportunity, and be ready to show up with your best foot forward!

~ John Sweney is a Silver Fox Advisor 





































Community Relations and Cause Related Marketing Are Business Strategies, Not Sales Promotions.

Determining the Right Kind of Tie-In Causes

By Hank Moore, Corporate StrategistTM

B

usiness marries the community that it settles with.  The community has to be given a reason to care for the business.  Business owes its well-being and livelihood to its communities. 

I recently stopped for lunch at a franchise restaurant.  Nobody was at the register.  A crew member told me to wait, then later took my order. She started selling donations to some cause, which I declined.  When the regular cashier returned, I saw her peddling donation sales.  People were blindly making donations, without understanding what they supported.  The sales of those promotional pieces caused the line to grow out of the restaurant door.  People were just buying the promotion in order to get through the line.

I support cause-related marketing and have advised many corporations on setting up such programs. However, peddling sales to some “foundation” that is named after your product and which supports only one cause is not appropriate. The store was littered with stickers.  The process of selling the stickers made the waiting line longer. As a result, the iced tea had run out, and nobody checked it.

I went to their website, where franchise chains allege they want customer comments.  I stated, “Having a foundation to support the community across the board is great.  Who is to say that a sales promotion tied directly to your products is right?  I say it is not, and I'm an expert on cause-related marketing. You people need to revise your service lines. Peddling the sales of stickers in a tackily littered store is inappropriate.  I'm gravely concerned about this practice of badgering customers in support of some phantom charity; how this store does it is not right.”

The franchise owner later called.  He talked all over me in a defensive manner.  His voice was high-pressure, probably the result of sales training classes.  Rather than addressing my concerns, he rifled over them and questioned my ability to assess community relations.  I asked if he had ever heard of Thousand Points of Light.  He said no.  I explained what it was and that I was an adviser to the President of the United States in fostering the program.  Still, he questioned my interest in community relations.

“We’re a franchise,” he admitted.  “This was dictated to us by corporate.  I’m sorry that you feel that way because we do so much good. You’re invited to attend when we present the donation.”  I replied, “No, I’m not going to be a prop in your photo opportunity, for you to sell product.”  I reminded him that it was customer donations that enabled the attention, not a corporate initiative for which they were taking the credit.

He was not listening.  He was simply rationalizing a corporate marketing initiative.  So too was the corporate person who later called to argue with me for daring to state my opinions.  Sadly, people like that don’t care or even get that re-thinking their strategy is an option.  

There are many wonderful ways where companies support the community:

· Give percentages of sales to approved charities.

· Offer certificates for product when people make legitimate donations.

· Coupon book activities with schools.

· Allow non-profit groups to present on their premises.

· Advocate community causes in their advertising.

· Sponsor noteworthy community events.

· Recognize that executive time spent in the community is good for business.

No company can cure community problems by itself.  Each company has a business stake for doing its part.  To prioritize which spheres or causes to serve, business should list and examine all of the community's problems.  Relate business responses to real and perceived wants/needs of the community.  Set priorities.  There can never be a restraint upon creativity.

My advice to companies as they create charity tie-in, cause-related marketing and community relations activities includes:

· Don’t say that you want customer input unless you are prepared to hear it.

· Franchisers should not sell sure-fire promotions to build sales as part of the worth of the franchise.

· Community support is not a one-cause (vested interest) matter.

· If you seek customer comment, do not talk over the customer.

· Do not keep rationalizing flawed strategies to your customers.

· Realize that customers’ opinions matter and that they have more buying choices than just your store.

· If you purport to have a foundation, it cannot or should not be named directly for your product.

· Do not run your “foundation” out of a corporate marketing department.	

Every community relations program has five steps:

1.  Learn what each community thinks about the company and, therefore, what information needs to be communicated to each public.  Conduct focus groups.  Maintain community files.  Organize an ongoing feedback system.

2.  Plan how to best reach each public...which avenues will be the most expedient. Professional strategic planning counsel performs an independent audit and guides the company through the process.  Get as many ideas from qualified sources as possible. 3.  Develop systems to execute the program, communicating at every step to publics.  All employees should have access to the plan, with a mechanism that allows them to contribute.  If others understand what the company is doing, they will be part of it.

4.  Evaluate how well each program and its messages were received.  Continue fact-finding efforts, which will yield more good ideas for future projects.  Document the findings.  When planning, reach for feasible evaluation yardsticks.

5.  Interpret the results to management in terms that are easy to understand and support.  Provide management with information that justifies their confidence.

Companies should support off-duty involvement of employees in pro-bono capacities but not take unfair credit.  Volunteers are essential to community relations.  Companies must show tangible evidence of supporting the community.  Create a formal volunteer guild, and allow employees the latitude and creativity to contribute to the common good.  Celebrate and reward their efforts.

Community relations is action-oriented and should include one or more of these forms:

	1.  Creating something necessary that did not exist before.

	2.  Eliminating something that poses a problem.

	3.  Developing the means for self-determination.

	4.  Including citizens who are in need.

	5.  Sharing professional and technical expertise.

	6.  Tutoring, counseling and training.

	7.  Promotion of the community to outside constituencies.

	8.  Moving others toward action.

Publicity and promotions should support community relations and not be the substitute or smokescreen for the process.  Recognition is as desirable for the community as for the business.  Good news shows progress and encourages others to participate.

The well-rounded community relations program embodies all elements:  accessibility of company officials to citizens, participation by the company in business and civic activities, public service promotions, special events, plant communications materials and open houses, grassroots constituency building and good citizenry.

Never stop evaluating.  Facts, values, circumstances and community composition are forever changing.  The same community relations posture will not last forever.  Use research and follow-up techniques to reassess the position, assure continuity and move in a forward motion.

No business can operate without affecting or being affected by its communities.  Business must behave like a guest in its communities...never failing to show or return courtesies.  Community acceptance for one project does not mean than the job of community relations has completed.  Community relations is not "insurance" that can be bought overnight.  It is tied to the bottom line and must be treated accordingly...with resources and expertise to do it effectively.  It is a bond of trust that, if violated, will haunt the business.  If steadily built, the trust can be exponentially parlayed into successful long-term business relationships. 

______________________________________________________________

Contact information for Hank Moore.  Website:  http://www.hankmoore.com  Email: hankmoore4218@sbcglobal.net Phone:  713-668-0664. Hank Moore has advised 5,000+ client organizations, including 100 of the Fortune 500, public sector agencies, small businesses and non-profit organizations.





































Financial Trend Analysis

By Richard T. Hendee, President Horizon Associates, Inc. and a Silver Fox Advisor

A

nalyzing the financial trends in a business is an exercise that can be very rewarding not only from a dollar and cents perspective but it also can be very helpful in the planning process and the development of growth strategies.

Almost all business owners can tell you what their Company’s annual sales and net profits have been for the last three years, but very few can actually drill down to specific line item trends on the balance sheet and income statement. 

Business financial statements are typically viewed as a single point in time, end of the month, end of each quarter or end of the fiscal year. The focus is generally on how much cash is available, how sales are doing and if the business is generating a profit.

Financial trend analysis should begin by looking at comparative periods (e.g. current month vs. last month vs. same month from prior year and then add vs. budget). This analysis can and should also be done on a quarterly basis as well as annually. To be meaningful, any financial analysis should include not only the balance sheet (assets, liabilities and equity) but also the income statement (revenues, expenses and net profits). Illustration # 1 below shows an example of a balance sheet financial trend spread out over three fiscal year ends. As you will note, there are several line items that when analyzed prompt some very specific concerns. If you owned this Company, write down how many questions you would ask your internal Chief Financial Officer. 

Did you ask what happened to the accounts receivable at 12/31/13? What about the movement in the Loan to Related Company? The fixed asset increase at 12/31/13 probably should not be a big surprise, based simply on the size of the increase it would likely indicate something significant was purchased in 2013. What happened to accounts payable at 12/31/13? Did you spot the pay down and pays off of the Debt To Related Company over the three year period? I bet your Banker did! You really need to be concerned about the profitability in 2013. If you wrote down more than these questions, you are beginning to see the reason why this analysis is so important to your business. 

Illustration #1 (a)

		

		

12/31/11

		

12/31/12

		

12/31/13



		Assets

		

		

		



		Cash 

		$220,332

		$295,289

		$351,417



		Account Receivables 

		$547,921

		$689,356

		$595,327



		Total Current Assets 

		$768,253

		$984,645

		$946,744



		Loan to Related Company

		$149,147

		$364,596

		$134,431



		Fixed Assets Net of Dep.

		$914,061

		$886,985

		$1,686,379



		Total Assets 

		$1,831,461

		$2,236,226

		$2,767,554



		

		

		

		



		Liabilities 

		

		

		



		Current Portion LTD

		$51,000

		$51,600

		$152,200



		Accounts Payable

		$123,005

		$119,772

		$767,501



		Debt to Related Company

		$265,921

		$165,718

		$0



		Other Current Liabilities

		$21,957

		$52,396

		$76,409



		Total Current Liabilities

		$461,883

		$389,486

		$996,110



		Long Term Debt

		$967,343

		$915,743

		$1,463,543



		Total Liabilities 

		$1,429,226

		$1,305,229

		$2,459,653



		

		

		

		



		Equity

		

		

		



		Common Stock

		$1,000

		$1,000

		$1,000



		Member's Equity

		$167,323

		$198,721

		$126,793



		Net Income 

		$233,912

		$731,276

		$180,108



		Total Equity 

		$402,235

		$930,997

		$307,901



		

		

		

		



		Total Liab. & Equity 

		$1,831,461

		$2,236,226

		$2,767,554







Now let’s take a look at the income statement spread out over the same three year reporting period. Illustration #2 below is that spread. Do the same thing here and write down all the things that you would ask your Chief Financial Officer.

Were you concerned about the dip in revenue in the service category in the 12/31/13 reporting period from the 12/31/12 fiscal year end? How about the fact that service labor costs did not drop at the same level the service revenues slipped? Did you spot the decrease in the gross profit margin in product sales? There are numerous questions that need to be asked related to total expense, as every line item increased over the prior reporting period. In fact, total expenses increased over 50% in 2013 over the 2012 fiscal year, while total revenues increased by only 7.4% in the same reporting period. This would indicate signs of an out of control environment. The balance sheet in illustration #1 did show an increase in fixed assets of nearly $800,000, which would likely represent a new building or facility expansion probably accounting for some of the increases in the various expense line items. 

Illustration #2 (a)

		

		  

   12/31/11

		   

    12/31/12

		      

 12/31/13



		Revenues 

		

		

		



		Product Sales

		$1,707,499

		$2,245,233

		$2,896,921



		Service 

		$1,179,397

		$1,369,402

		$986,437



		Total Revenues 

		$2,886,896

		$3,614,635

		$3,883,358



		

		

		

		



		Cost of Goods Sold

		

		

		



		Products 

		$853,750

		$1,109,271

		$1,578,038



		Service - Parts 

		$176,909

		$221,712

		$156,327



		Service - Labor 

		$530,729

		$602,303

		$537,921



		Total Cost of Goods Sold

		$1,561,388

		$1,933,286

		$2,272,286



		

		

		

		



		Gross Profit 

		$1,325,508

		$1,681,349

		$1,611,072



		

		

		

		



		Expenses

		

		

		



		Consulting

		$51,000

		$45,000

		$63,250



		Depreciation 

		$25,988

		$25,988

		$81,975



		Insurance 

		$23,469

		$23,571

		$37,817



		Interest 

		$44,645

		$43,732

		$82,964



		Repairs & Maintenance

		$83,529

		$45,142

		$57,985



		Office Wages

		$175,000

		$185,000

		$230,000



		Labor 

		$170,072

		$175,921

		$227,844



		Office Expense

		$25,474

		$20,273

		$35,911



		Professional Fees

		$21,368

		$20,975

		$76,775



		Contract Labor

		$171,521

		$102,957

		$151,917



		Equipment Rental 

		$95,330

		$85,211

		$113,969



		Taxes & Licenses

		$31,563

		$31,867

		$35,987



		Travel

		$51,289

		$32,987

		$76,565



		Utilities

		$20,898

		$21,965

		$43,571



		Warehouse 

		$84,282

		$73,876

		$92,897



		All other 

		$16,168

		$15,608

		$21,537



		Total Expenses

		$1,091,596

		$950,073

		$1,430,964



		Net Income 

		$233,912

		$731,276

		$180,108







Another additional benefit of doing this type of financial analysis internally is that it can used to set the stage for a proactive meeting with your Banker. Had these financial statements been given to your Banker as part of a reporting covenant in a loan agreement, your Banker’s follow-up with you might well have started with some of the questions you had wrote down as part of this exercise. If you did not have good answers, your financial relationship with your Bank might likely take a different turn that could be very strained at best. 



(a) It should be noted that the numbers in the two illustrations above were not taken from a real company’s financial statement but were fictional in nature. 
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