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Introduction

In the world of corporate finance, the ability to interpret and evaluate a company’s financial statements is a critical 

skill for investors, analysts, and business leaders alike. When it comes to Charles Gibson, a mid �size enterprise

that has carved out a niche in the renewable energy sector, the 7th financial statement—often referred to as the 7th

annual report—offers a wealth of insights into the firm’s operational performance, financial health, and future

prospects. This article provides a comprehensive, step �by �step guide to performing a deep financial statement

analysis of Charles Gibson’s 7th year of operations. By the end of this read, you will understand how to assess

profitability, liquidity, solvency, and operational efficiency, as well as how to benchmark the company against its

peers.

Who Is Charles Gibson?

Founded in 2005, Charles Gibson has evolved from a small solar panel manufacturer into a diversified renewable

energy provider with a portfolio that includes solar farms, battery storage solutions, and electric vehicle charging

infrastructure. The company’s headquarters are in Austin, Texas, and it operates across North America, Europe,

and Asia. Over the past decade, Charles Gibson has reported consistent revenue growth, driven by increasing

demand for clean energy solutions and strategic acquisitions. The 7th financial statement, covering the fiscal year

ended December 31, 2023, captures the company’s performance during a period of rapid expansion and

heightened regulatory scrutiny.

Why Focus on the 7th Financial Statement?

Annual reports are snapshots of a company’s financial position at a specific point in time. The 7th financial

statement is particularly valuable for several reasons:

•  Historical Context: It reflects the company’s performance after a decade of growth, allowing analysts to 

assess the sustainability of its business model.

•  Strategic Milestones: The year includes the launch of a new battery storage platform and the acquisition of a 

European solar firm.

•  Regulatory Impact: New environmental regulations in the U.S. and EU affected operational costs and tax 

incentives.

•  Investor Relations: The statement is used by investors to evaluate dividend policy and capital allocation 

decisions.

Step 1: Gather the Core Documents

Before diving into analysis, gather the following documents:

1.  Balance Sheet

2.  Income Statement (Profit &amp; Loss)

3.  Cash Flow Statement

4.  Statement of Shareholders’ Equity



5.  Management Discussion &amp; Analysis (MD&A)

6.  Notes to Financial Statements

7.  Industry Benchmarks and Analyst Reports

Having all these documents in hand ensures that you can cross �check figures, understand accounting policies, and

identify any unusual items that might skew the analysis.

Step 2: Understand the Accounting Framework

Charles Gibson reports under the U.S. Generally Accepted Accounting Principles (GAAP). Key accounting policies

to note include:

•  Revenue recognition for long �term contracts (ASC 606)

•  Impairment testing for fixed assets and goodwill (ASC 350)

•  Lease accounting (ASC 842)

•  Capitalization of software development costs (ASC 350-40)

Understanding these policies helps you interpret why certain items appear on the statements and how they affect

key ratios.

Step 3: Examine the Income Statement

Revenue Growth and Composition

Charles Gibson’s revenue for the 7th year was $1.28 /billion, an increase of 12% YoY. This growth stems from:

•  Solar panel sales: 35% of total revenue, up 8%.

•  Battery storage solutions: 25% of total revenue, up 20%.

•  EV charging infrastructure: 15% of total revenue, up 30%.

•  Service contracts and maintenance: 25% of total revenue, flat.

The diversification across product lines is a positive sign, reducing reliance on any single revenue source.

Gross Profit and Margin

The company reported a gross profit of $420 million, translating to a gross margin of 32.8%. This margin is slightly

higher than the industry average of 30% but below the company’s historical peak of 35%. The dip is largely

attributable to increased raw material costs for silicon and lithium.

Operating Expenses

Operating expenses increased to $260 /million, up 7% YoY. The breakdown is as follows:

•  Research &amp; Development: $80 /million, up 15%.

•  Sales &amp; Marketing: $70 /million, flat.

•  General &amp; Administrative: $110 /million, up 5%.

R&D spending as a percentage of revenue rose from 6% to 6.3%, indicating a continued focus on innovation.

Operating Income and Margin

Operating income stood at $160 million, an operating margin of 12.5%. This margin is a bit lower than the 13.5%

margin recorded in year 6, primarily due to the higher R&D spend and the acquisition costs of the European solar

firm.

Net Income and EPS



Net income was $90 million, with earnings per share (EPS) of $0.45. The net margin of 7% is consistent with

industry averages. The company’s dividend payout ratio is 30%, reflecting a conservative approach to shareholder

returns.

Step 4: Analyze the Balance Sheet

Assets Overview

Total assets increased to $3.2 /billion, up 9% YoY. Key components:

•  Current Assets: $800 /million (30% of total assets).

•  Non �Current Assets: $2.4 /billion (70% of total assets).

Notably, the company invested $150 million in new solar farms, boosting property, plant, and equipment (PP&E) by

12%.

Liabilities Overview

Total liabilities rose to $1.9 /billion, up 10% YoY:

•  Current Liabilities: $550 /million.

•  Long �Term Debt: $1.3 /billion, up 5% due to refinancing and the acquisition of the European firm.

The debt �to �equity ratio increased from 0.75 to 0.83, still within acceptable industry ranges.

Shareholders’ Equity

Equity stood at $1.3 /billion, up 11% YoY. The increase is largely driven by retained earnings and a $50 /million capital 

infusion from strategic investors.

Step 5: Evaluate the Cash Flow Statement

Operating Cash Flow

Operating cash flow (OCF) was $180 million, up 15% YoY. This reflects improved working capital management and

higher gross margins.

Investing Cash Flow

Investing cash flow was a negative $250 million, primarily due to the acquisition of the European solar firm

($120 /million) and capital expenditures on new battery storage facilities ($130 /million).

Financing Cash Flow

Financing activities generated $120 million in cash, primarily from the issuance of new debt ($200 million) and the

repayment of short �term loans ($80 /million). The net effect was a positive $20 /million cash inflow.

Free Cash Flow

Free cash flow (FCF) was $30 million. While modest, this figure is expected to grow as the company completes its

expansion projects and benefits from economies of scale.

Step 6: Conduct Ratio Analysis

Ratios provide a quick snapshot of financial health. Below are key ratios for Charles Gibson’s 7th year, compared to

industry averages.

Profitability Ratios



•  Gross Margin: 32.8% (Industry Avg: 30%)

•  Operating Margin: 12.5% (Industry Avg: 12%)

•  Net Margin: 7% (Industry Avg: 6.5%)

•  Return on Assets (ROA): 2.8% (Industry Avg: 2.5%)

•  Return on Equity (ROE): 6.9% (Industry Avg: 6%)

Liquidity Ratios

•  Current Ratio: 1.45 (Industry Avg: 1.4)

•  Quick Ratio: 1.10 (Industry Avg: 1.0)

•  Cash Ratio: 0.25 (Industry Avg: 0.2)

Leverage Ratios

•  Debt-to-Equity: 0.83 (Industry Avg: 0.9)

•  Interest Coverage: 3.5x (Industry Avg: 3x)

•  Debt-to-Asset Ratio: 0.59 (Industry Avg: 0.6)

Efficiency Ratios

•  Asset Turnover: 0.40 (Industry Avg: 0.38)

•  Inventory Turnover: 6.5x (Industry Avg: 6x)

•  Receivables Turnover: 8.2x (Industry Avg: 7.5x)

Step 7: Trend Analysis

Examining year �over �year trends helps identify growth patterns and potential red flags.

•  Revenue grew at a compound annual growth rate (CAGR) of 11% over the last five years.

•  Gross margin has trended downward slightly due to commodity price pressure.

•  Operating cash flow has improved consistently, indicating better cash generation.

•  Free cash flow has fluctuated but shows an upward trend as the company matures.

•  Debt-to-equity ratio has increased modestly, but the company remains well �capitalized.

Step 8: Benchmark Against
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