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Finance Training Program 
Case Study Overview 

Victory Auto 
 
 
Victory Auto is an automobile collectibles manufacturer and supplier headquartered in and 
producing toys out of Chicago, IL. The company is a family-owned business started by 
husband/wife duo McQueen and Sally Rayser, who have always been interested in all things 
automobile and things associated with automobiles. 
 
The business supplies a variety of customers including restaurants, hotels, interior decorators, car 
dealerships, “Gearheads” enhancing their garages and four Hollywood movies. The inventory is 
vast, but generally includes the following items: 
 
• Gas pumps 
• License tags and frames 
• Gas globes 
• Neon 
• Gas pump restoration 

supplies 
• Clocks 
• Air meters 

• Fendercovers 
• Decals 
• Videos 
• Signs 
• Tee Shirts 
• Die-cast cars 
• Die-cast trucks 
• Books 

• Model kits and supplies 
• Auto art 
• Promos 
• Magnets 
• Car banks 
• Key chains 
• Wood cars 
• One-of a kind items 

 
Victory Auto is a growing producer and distributor of automobile collectibles and supplies, the 
company mission statement is: "to cultivate the love and spirit of the automobile enthusiastic, 
kids and grown-up kids alike" As their market niche focuses on collectables, Victory Auto’s main 
products focus on classics and emerging interests, along with a global perspective of the 
automotive enthusiast.  
 
The company’s strategic approach is as a product leader. Thus, their research and 
development expenses are higher than most other manufacturers. In order to keep total costs of 
production competitive, the tradeoff is that the company does not make as many capital 
investments in production machinery as do its competitors. This has caused them some quality 
issues in production but the continuous product innovation has overshadowed this issue. 
 
The company's founders, McQueen and Sally, are the sole shareholders and initial equity 
contributor of this privately held corporation. An amicable leader and an aggressive 
salesperson, McQueen recognizes his shortcomings in finance. Sally is the voice of the customer, 
also, not the finance expert.  
 
As a result of several important growth initiatives the company is pursuing, McQueen and Sally 
have hired you to evaluate the financial health of the business, evaluate the next fives years of 
operations, and help them understand the impacts of key economic, financial and sales-related 
scenarios as the business continues its growth over the next five years.  
 
McQueen and Sally are also considering either taking the company public via and IPO or 
pursuing a private equity investor. Because of this, the feel they need an objective valuation of 
the business and look for your analysis of this as well. 
 
 
 
Note: Victory Auto is a fictionalized company, but, it is modeled after Automobilia, a family-owned company based in Wichita, KS. We thank Gary and Loritta 
Carpenter for their enthusiasm in running their business and have referenced information from their website in the creation of this case study. Many facts and 
information elements provided have been altered or fictionalized by the Case Study author (Prof. Pam Schilling) for the purposes of education and illustration. 
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Finance Training Program 
Activity 1: Financial Health Check 

 
 
Reference/Reading: Reading 3 - Assessing a Company’s Future Financial Health 

 
Like most company’s, the management team at Victory Auto is interested in assessing the long-
term financial health of their business. They see this as a key input for decisions related to their 
business goals and strategies. It is also important for external stakeholders and parties is they 
might pursue opportunities to extend their credit, long-term debt, supplier agreements, or 
investments in the company’s equity.  
 
McQueen and Sally are clear that it is the responsibility of management to anticipate future 
needs and any potential future imbalance in their financial system before things happen and 
are captured in the financial statements. They see an opportunity to take corrective action as 
needed, before time and money are depleted.  
 
As a small business that is their family’s sole livelihood, cash management and stable profits are 
paramount. Bankruptcy is not an option. They also desire for the business to continue to flourish 
and have the ability to fund their strategically important programs, even when the larger 
industry or macro-economy is challenging. 
 
 

ACTIVITY 1 ELEMENTS 
 
p You have been given the last 5 years of financial statements for Victory Auto. 

p Your team should prepare an assessment of Victory Auto’s financial health.  

p This assessment will look at 2 things: 

1) A comparison of the firm with itself: analyzing changes over time 

2) A comparison to other similar firms: using a common set of financial ratios 

p Based on the information provided, your team will calculate the financial ratios using a 
template provided. This will also include data for other firms in the industry.  

p Your assessment can be guided by the following questions: 

v What has been the average level, trend, and volatility of profitability over the time period 
of the financial statements? 

v How sound is the firm’s financial operations and structure? What does this say about the 
business risk and ability to finance future investments? 

v How does Victory Auto compare in the most recent year to the other firms and overall 
industry? 

p Provide a summary conclusion to deliver to management (e.g., our group):  

1) What 3 things define the financial strength of Victory Auto based on your analysis?  

2) What are the 2-3 most important questions to present to management given your 
analysis? 
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Finance Training Program 
Activity 1: Financial Health Check (cont.) 

 
 

Industry – Balance Sheet Ratios 
 

 
 

 
Industry – Income Statement Ratios 
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Finance Training Program 
Activity 2: Financial Forecast – The Next Five Years 

 
 
You have now been asked by the owners of Victory Auto to prepare a five-year financial 
forecast for the business. You will be using 2016 as the basis for this analysis. This is an important 
analysis for McQueen and Sally and is expected to be helpful to them as they consider some of 
the key initiatives to undertake over the next few years. 
 
They would like you to prepare a summary analysis and help them understand the sensitivities of 
this analysis to give them a view of the risk in the forecast. 
 
 

ACTIVITY 2 ELEMENTS 
 
p Your initial discussions and review has identified a preliminary starting point for the 

assumptions to drive the forecast.  

p Key Income Statement Assumptions: 

Item Assumption Note/Explanation 
• Net sales 3% Annual growth 

• Cost of sales Calculate As a % of net sales 
• SG&A expenses Calculate As a % of net sales 

• Other expenses Calculate As a % of net sales 
• Taxes 40% Tax rate 

 
p Key Balance Sheet Assumptions: 

Item Assumption Note/Explanation 
• Days receivable 75 days  
• Days inventory 100 days  

• Other current assets 2% As a % of net sales 
• Days payable 60 days  

• Accrued liabilities 5% As a % of net sales 
• Other liabilities 15% As a % of net sales 

• Depreciation expense $150,000 Per year 
• Amortization expense $5,000 Per year 

 
p Key analysis: 

1) Prepare the five-year forecast based on the assumptions above. 
2) Make adjustments to these assumptions and assess the impacts. 
3) Which assumptions seem to have the most significant impact on the financial statements 

and what is the value of that (Hint: What is the $ impact of a 1 percentage point change 
in the assumption). 
 

p Prepare to discuss your findings with management (e.g., our group). 
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Finance Training Program 
Activity 3: Investment Options 

 
 
Victory is considering several investment opportunities to help stimulate its business expansion 
and growth.  Management has asked you to evaluate two of the more promising opportunities 
that the management team would like to consider moving forward in the short-term.   

 

ACTIVITY 3 ELEMENTS 
 
You have three responsibilities for this activity: 

1. Review the NPV of each investment option to determine which provides superior returns. 

2. After you have reviewed the NPV of each investment option – you are to select ONE (1) 
project that you suggest the company move forward with.  Your aim should be to clearly 
explain to senior management the basis of your choice. 

3. Based on your investment recommendation, identify what you anticipate the financial 
impact of the selected investment in the Five-Year Projected Financials. How would your 
chosen project impact the financial statements? 

 
 
Investment Option 1 Production Expansion 

 
Victory Auto wants to expand its production capabilities to grow quickly, even more quickly 
than the five year forecast shows for growth. The company is considering buying some capital 
equipment as of January 1, 2016 in order to facilitate that growth.  
 
This project includes the following assumptions: 
 

Item Assumption Note/Explanation 
• New equipment cost $40,000,000  
• Incremental sales growth $47,000,000 

$48,000,000 
$49,000,000 
$50,000,000 
$51,000,000  

Year 1 
Year 2 
Year 3 
Year 4 
Year 5 

• Additional employees 5 new employees  

• Annual employee cost $50,000 salary/year 
Benefits-25% 
Growth 5%/year 

 

• Additional annual maintenance cost for 
equipment 

1.3%/year  

• Additional utilities cost $500,000/year 
Growth 3%/year 
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Finance Training Program 
Activity 3: Investment Options (cont.) 

 

Investment Option 2 Retail Presence 

 
Victory Auto wants to expand its distribution capabilities and thinks that a retail presence will 
accelerate their growth plans, even more quickly than the baseline scenario assumes for 
growth. The company is considering opening 5 retail locations in Chicago by January 1, 2017 in 
order to drive this growth.  
 
This project includes the following assumptions: 
 

Item Assumption Note/Explanation 
• Land/Building for new stores $10,000,000 per store ½ is buildings which 

are depreciated over 
10 years 

• Incremental sales growth $40,000,000 
$60,000,000 
$75,000,000 
$77,000,000 
$80,000,000  

Year 1 
Year 2 
Year 3 
Year 4 
Year 5 

• Cost of goods sold 50% of incremental sales  
• Additional employees 1 store manager 

2 assistant managers 
5 FTEs – hourly (10 hrs/day 
for 6 days/week) 

$50,000/year 
$40,000/year 
$10/hour 
Growth 5%/year 

• Property tax on building 3% of cost  
• Marketing $500,000/year Growth 5%/year 

 
 
 

Ignore any other line items not explicitly disclosed within the scenario assumptions. 
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Finance Training Program 
Activity 4: Value Impact 

 
 
McQueen and Sally have recently had a few offers to purchase their business and suggestions 
that instead, they should pursue an IPO for the company. Because of this, they would like for you 
to help them value the business and identify key considerations as they might evaluate these 
opportunities. 
 
 

ACTIVITY 4 ELEMENTS 
 
You have finished preparing your valuation analysis for Victory Auto and you now need to meet 
with McQueen and Sally to discuss it. 
 
You need to prepare your comments on the analysis and discuss the following information: 
 
1) What is the overall valuation of the business? How is this derived? 

2) What are the key assumptions driving the valuation? 

3) What are some of the challenges in the analysis – what factors could increase or decrease 
the valuation? 

4) What additional analysis or research would help validate your valuation? 

 

 
 


