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Instructional Case '
- Traditional Industries
. 4

Joseph Fisher

AABSTRACT: This case focuses on several accounting and management issues
facing Traditional Industries, a real-world company, in the late 1980s. The major
accounting issues include revenue recognition, bad debt expense estimation,
and cash flow. In addition, the case history describes different financial analysts
recommending purchase of the stock and short-selling the stock within a short
period of time. Therefore, financial statement analysis as an analyst oo can be
discussed. The case also introduces ethical considerations in financial report-
ing. The case history describes an interesting interaction between the company,
financial analysts and the financial statements.

EO Arland D. Dunn declared in $47,621,000 in fiscal 1988...The
‘Traditional Industries’ 1988 An- cor , however, reported a net

‘nual Report: oemfoc gt 1900 o SRR R
0.74 per share primary, as com-
We are pleased to report that the
fiscal year ended June 30, 1988 I
'was another record-breaking year i e ¥
for revenues, net income and earn- As noted above, itional Indus-
ings per share, our sixth in a row. tries’ net income dropped steeply in

It has also been a strong year in 1989. This case attempts to

other ways as we continued to circumstances preceding the net
strengthen our financial structure income. In particular it addresses rev-
to accommodate the growth we ‘enue recognition policies along with the
are planning for the coming ‘estimation and writing off of bad debts.

years...The coming year will see

the introduction of new products gmm;ﬁﬁexm:;ﬁﬂ
a5 we begin tolay the groundwork s s st
for a more diversified revenue nancial analysts and financial reporting.
base. We sincerely appreciate Exhibits 1 and 3 contain Traditional's
your continued support and are income and cash flow statements for the
confident that 1989 will be another years 1987-89. Exhibit 2 contains year-
record year in revenues, net in- end balance sheets for 1986-89.

come and eamings per share. ‘The next section of the case dis-

One year later, inthe firm's 1989 Annual  cusses Traditional's history and busi-
Report, CEO Dunn and President Alan

F. Kane lamented: Joseph Fisher is an Associate Professor
Fiscal 1989 was a difficult year for of Accounting at Dartmouth College. _
‘Traditional Industries, Inc. For the Twould like to thank Peter Ginsberg for his
year ended June 30, 1989 rev- research assistance. I would also like to ac-
enues increased 32 percent to knowledge the helpful comments of the two
$62,315,000 as compared to anonymous reviewers.
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