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1- Introduction: 

Investors, regulators, academics, and researchers all emphasize the importance of financial 

statement comparability. However, an empirical construct of comparability is typically not 

specified. In addition, little evidence exists on the benefits of comparability to users. We know 

that every Business requires some amount of money to start and run the business financial is 

like life blood of Business. To become successful in their occupation or business all of them 

need some amount of money to buy the required materials, tools and equipment’s.  Any type 

of Business or occupation requires money at every stages of its operation financial statement 

are prepared primary for decision making. So every company will be Interested in knowing its 

financial performance against other company.  

Financial analysis is a process of appraising business and finance-related entity to determine the 

performances and suitability. It is used to analyze whether an entity is stable, solvent, liquid or 

profitable enough to make decision on a monetary investment. Financial analysis compares 

past performance of many consecutive historical periods of the same company. Moreover, in 

order to know whether the performance of a company is better or worse than other companies 

within the same industry, comparative performance is conducted. By obtaining the result of 

comparing past and comparative performance, the future performance can be prospectively 

predicted. The role of the financial analysis is to supply reliable financial information to 

managers to utilize to predict future events. Most big companies might analysis only a specific 

part of the company’s performance, and supply this financial analysis information to the 

relevant executives. Those executives are communicators spreading the financial analysis 

information to other influential managers. In case they forecast radical perturbations in the 

future, they will persuade management to take precautionary actions. However, in case the 

company forecast to have extremely best performance, their expectations will be extended to 

highlight that the long term performance will need cautious re-investment of earnings. 

Financial statements of a company are the main sources of financial information for financial 

analysis to derive ratios, create trend and compare against other companies in the industry.  

Financial statement reports are prepared by a company’s management to present the financial 

performance and position at a point in time. A general purpose set of financial statement 

usually includes a balance sheet, Income statement, statement of owns equity and statement 

of cash flow. These statement are prepared to give users outside of the company, like Investors, 

and creditors more information about the company’s financial positions. 

Financial statements of a company are the main sources of financial information for financial 

analysis to derive ratios, create trend and compare against other companies in the industry. 

This report will devote for analysis of financial performance of Toyota for financial analysis of 

two consecutive accounting years 2018 and 2019. 

The goal of this report is to investigate and to check the financial stability of Toyota and will find 

its Assets (Fixed, Current and total), Liabilities (current, long term and total) and Equity. 
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Furthermore we will try to find its Capital and current ratios. We will check that weather the 

company is over billing or under billing in these two 2018 and 2019 years. Finally we will 

provide a detailed assessment for its financial health. 

2-Balance Sheet: 

A balance sheet is a financial statement that reports a company's assets, liabilities and 

shareholders' equity at a specific point in time, and provides a basis for computing rates of 

return and evaluating its capital structure. It is a financial statement that provides a snapshot of 

what a company owns and owes, as well as the amount invested by shareholders. 

It is used alongside other important financial statements such as the income statement and 

statement of cash flows in conducting fundamental analysis or calculating financial ratios. 

2.1-Asset: 

In financial accounting, an asset is any resource owned by the business. Anything tangible or 

intangible that can be owned or controlled to produce value and that is held by a company to 

produce positive economic value is an asset. Simply stated, assets represent value of ownership 

that can be converted into cash. 

2.2-Liabilities: 

A liability is something a person or company owes, usually a sum of money. Liabilities are 
settled over time through the transfer of economic benefits including money, goods, or 
services. Recorded on the right side of the balance sheet, liabilities include loans, accounts 
payable, mortgages, deferred revenues, earned premiums, unearned premiums, and accrued 
expenses. Even marriages can change your liability. 

In general, a liability is an obligation between one party and another not yet completed or paid 
for. In the world of accounting, a financial liability is also an obligation but is more defined by 
previous business transactions, events, sales, exchange of assets or services, or anything that 
would provide economic benefit at a later date. Liabilities are usually considered short 
term (expected to be concluded in 12 months or less) or long term (12 months or greater). 

2.3-Equity: 

In finance and accounting, equity is the value attributable to the owners of a business. The 
book value of equity is calculated as the difference between assets and liabilities on the 
company’s balance sheet, while the market value of equity is based on the current share price 
(if public) or a value that is determined by investors or valuation professionals. The account 
may also be called shareholders/owners/stockholders equity or net worth.                             
There are generally two types of equity value: 

1. Book value     2.Market value 

https://www.investopedia.com/terms/c/capitalstructure.asp
https://www.investopedia.com/terms/d/debit.asp
https://www.investopedia.com/terms/b/balancesheet.asp
https://www.investopedia.com/terms/a/accountspayable.asp
https://www.investopedia.com/terms/a/accountspayable.asp
https://www.investopedia.com/terms/u/unearned-premium.asp
https://www.investopedia.com/articles/personal-finance/080415/gay-marriage-and-taxes-everything-you-should-know.asp
https://corporatefinanceinstitute.com/resources/knowledge/accounting/types-of-assets/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/types-of-liabilities/
https://corporatefinanceinstitute.com/resources/knowledge/accounting/balance-sheet/
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3-Identification of Assets, Equity and Liabilities:  

 

Equity + Total Liabilities = Total Assets 

Current Assets = Working capital + Current Liabilities 

Current Ratio = Current Assets /Current Liabilities 

Assets: 

Equity + Total Liabilities = Total Assets 

(19,430,102+491,974) + 30,386,173 = 50,308,249 Yen (Total Asset) 

Total Equity (2018) = 19,430,102 +491,974 = 19,922,076 Yen 

Total Liabilities (2018) = 30,386,173 Yen 

Fixed Assets (2018) = 10,267,673 Yen 

Fixed Assets (2019) = 10,685,494 Yen 

Current Assets (2018) = 18,152,656 Yen 

Current Assets (2019) = 18,879,237 Yen 

Total Assets (2018) = 50,308,249 Yen 

Total Assets (2019) = 51,936,949 Yen 

 

 

Equity: 

Total Equity (2018) = 19,430,102 + 491,974 = 19,922,076 Yen 

Total Equity (2019) = 20,067137 + 498,073 = 20,565,210 Yen 

Liabilities: 

Fixed Liabilities (2018) = 12,589,282 Yen 

Fixed Liabilities (2019) = 13,144,801 Yen 

Current Liabilities (2018) = 17,796,891 Yen 

Current Liabilities (2019) = 18,226,938 Yen 



8 
 

Total Liabilities (2018) = 30,386,173 Yen 

Total Liabilities (2019) = 31,371,739 Yen 

  As per the accounting equation (Equity + total liability=Total assets)  

50,308,249 Yen for 31-Dec-2018 

51,936,949 Yen for 31-Dec-2019 

3-Analyzing of Working Capital and Current ratios: 

3.1-Working Capital: 

Working capital represents a company's ability to pay its current liabilities with its current 
assets. Working capital is an important measure of financial health since creditors can measure 
a company's ability to pay off its debts within a year. 

Working capital represents the difference between a firm’s current assets and current 
liabilities. The challenge can be determining the proper category for the vast array of assets and 
liabilities on a corporate balance sheet and deciphering the overall health of a firm in meeting 
its short-term commitments. 

Components of Working Capital   

Current Assets  

This is what a company currently owns—both tangible and intangible—that it can easily turn 
into cash within one year or one business cycle, whichever is less. More obvious categories 
include checking and savings accounts; highly liquid marketable securities such as stocks, 
bonds, mutual funds and ETFs; money market accounts; cash and cash equivalents, accounts 
receivable, inventory, and other shorter-term prepaid expenses. Other examples include 
current assets of discontinued operations and interest payable. Current assets do not include 
long-term or illiquid investments such as certain hedge funds, real estate, or collectibles. 

Current Liabilities  

In similar fashion, current liabilities include all the debts and expenses the firm expects to pay 
within a year or one business cycle, whichever is less. This typically includes all the normal costs 
of running the business such as rent, utilities, materials and supplies; interest or principal 
payments on debt; accounts payable; accrued liabilities; and accrued income taxes. Other 
current liabilities include dividends payable, capital leases due within a year, and long-term 
debt that is now coming due. 

 

https://www.investopedia.com/terms/w/workingcapital.asp
https://www.investopedia.com/terms/c/creditor.asp
https://www.investopedia.com/terms/b/balancesheet.asp
https://www.investopedia.com/terms/b/businesscycle.asp
https://www.investopedia.com/terms/m/moneymarketaccount.asp
https://www.investopedia.com/terms/c/cashandcashequivalents.asp
https://www.investopedia.com/terms/a/accountsreceivable.asp
https://www.investopedia.com/terms/a/accountsreceivable.asp
https://www.investopedia.com/terms/h/hedgefund.asp
https://www.investopedia.com/terms/a/accountspayable.asp
https://www.investopedia.com/terms/a/accrued-liability.asp
https://www.investopedia.com/terms/a/accruedincome.asp
https://www.investopedia.com/terms/d/dividend.asp
https://www.investopedia.com/terms/c/capitallease.asp
https://www.investopedia.com/terms/l/longtermdebt.asp
https://www.investopedia.com/terms/l/longtermdebt.asp
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3.2-Current Ratio: 

The current ratio is a liquidity ratio that measures a company's ability to pay short-term obligations or 
those due within one year. It tells investors and analysts how a company can maximize the current 
assets on its balance sheet to satisfy its current debt and other payables. 

Calculation of Working Capital and Current Ratio 

Working capital is calculated by using the current ratio, which is current assets divided by current 
liabilities. A ratio above 1 means current assets exceed liabilities, and generally, the higher the ratio, the 
better. 

To calculate the ratio, analysts compare a company's current assets to its current liabilities. Current 
assets listed on a company's balance sheet include cash, accounts receivable, inventory and other assets 
that are expected to be liquidated or turned into cash in less than one year. Current liabilities include 
accounts payable, wages, taxes payable, and the current portion of long-term debt. 

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑟𝑎𝑡𝑖𝑜 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑖𝑒𝑠
 

Working Capital = Current Assets-Current Liabilities 

Working Capital (2018) = 18,152,656 - 17,796,891 = 335,765  

Working Capital (2019) = 18,879,237 - 18,226,938 = 652,299 

Current Ratio= Current Assets / Current Liabilities 

 
Current Ratio (2018) = 18,152,656 / 17,796,891 = 1.019 

Current Ratio (2019) = 18,879,237 / 18,226,938 = 1.035 

4- Over and under billing of two consecutive years:   

Under billing: 

Under billing in the construction industry describes the practice of not fully billing for all of the 
labor, materials, and services delivered in a billing cycle. Under billing can lead to significant 
cash flow problems for contractors on their projects and jobs. 

Over billing: 

Overbilling occurs when a contractor bills for contracted labor and materials prior to that work 
actually being completed. 

https://www.investopedia.com/terms/c/currentassets.asp
https://www.investopedia.com/terms/c/currentassets.asp
https://www.investopedia.com/terms/c/currentratio.asp
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Over Billing= Bill to date –Revenue to date 

As the company has the following project financial data for year 2018: 

Construct sum= 50,308,249 Yen 

Bill to date= 26,979,648 Yen 

Cost incurred to the date =29,379,510 Yen 

Estimated cost to complete project = 2,586,106 Yen 

Up to the present moment: 

[
𝑐𝑜𝑠𝑡 𝑖𝑛𝑐𝑢𝑟𝑒𝑑 𝑡𝑜 𝑡ℎ𝑒 𝑑𝑎𝑡𝑒

(𝑐𝑜𝑠𝑡 𝑖𝑛𝑐𝑢𝑟𝑒𝑑 𝑡𝑜 𝑡ℎ𝑒 𝑑𝑎𝑡𝑒 + 𝑒𝑠𝑡𝑖𝑚𝑎𝑡𝑒𝑑 𝑡𝑜 𝑐𝑜𝑚𝑝𝑙𝑒𝑡𝑒)
] × 100 

[
29,379,510

(29,379,510 + 2,586,106)
] × 100 = 91.9% 

 

Revenue to the date= (Contract sum) x (Percentage of completion) 

Revenue to date= 50,308,249 x 91.9 = 4,623,328,083.1 

Gross profit to date=Revenue to date-cost of revenue to date 

Gross Profit to date= 4,623,328,083.1 - 29,379,510 = 4593948573.1 Yen 

Over billing=Bill to the date –Revenue to the date 

Over billing = 26,979,648 - 4,623,328,083.1 = -4596348435.1 

Overbilling is a negative value, so it is called under billing  

over billing means that the construction company is borrowing money from the client by 

billing the latter of revenue more  then what the  company has actually done and it 

mean that company received more money  at the early stage of work . Under billing 

means that the company is allowing the client to borrow money from it. 
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Now same calculation will be done for year 2019: 

Construct sum= 501,936,949 Yen 

Bill to date= 27,758,136 Yen 

Cost incurred to the date =30,225,681 Yen 

Estimated cost to complete project = 1,985,587 Yen 

[
𝑐𝑜𝑠𝑡 𝑖𝑛𝑐𝑢𝑟𝑒𝑑 𝑡𝑜 𝑡ℎ𝑒 𝑑𝑎𝑡𝑒

(𝑐𝑜𝑠𝑡 𝑖𝑛𝑐𝑢𝑟𝑒𝑑 𝑡𝑜 𝑡ℎ𝑒 𝑑𝑎𝑡𝑒 + 𝑒𝑠𝑡𝑖𝑚𝑎𝑡𝑒𝑑 𝑡𝑜 𝑐𝑜𝑚𝑝𝑙𝑒𝑡𝑒)
] × 100 

[
30,225,681 

(30,225,681 +1,985,587 )
] × 100= 93.83% 

Revenue to the date= (Contract sum) x (Percentage of completion) 

=501,936,949 x 93.83 = 47,096,743,924.6 

Gross profit to date=Revenue to date-cost of revenue to date 

= 47,096,743,924.6 -30,225,681 = 47066518243.6 

Over billing=Bill to the date –Revenue to the date 

= 27,758,136 -47,096,743,924.6 = -47068985788.6 

Overbilling is a negative value, so is called under billing  

over billing means that the construction company is borrowing money 

from the client by billing the latter of revenue more  then what the  

company has actually done and it mean that company received more 

money  at the early stage of work . Under billing means that the 

company is allowing the client to borrow money from it. 

5. Financial Health 

As capital work comparison Toyota Company has more profit in year 

2019 than year 2018 also comparison of current ratio shows us that the 

financial situation was healthy in 2019 more than 2018. 
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