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OPERATING RESULTS AND FINANCIAL STRUCTURE
INDEPENDENT JEWELLERY STORES

1959
INTRODUCTION

This report is a continuation of the practice of the Dominion Bureau of
Statistics to publish operating results and financial structure for selected trades
primarily as a guide for retailers. The averages and ratios that are shown in this
report can be used as a standard by which businessmen can compare their own
operating experience. The pattern of expense and financial ratios by size and
age of business permits direct analysis of operating results for the year. It should
be borne in mind, however, that the averages and ratios as published in this
report do not represent top performance guides. They are the ‘‘average’ of a
broad range of operational efficiencies.

This survey of independent jewellery stores covers only retail establish-
ments selling mainly jewellery, silverware, clocks and watches. Additional
lines carried are optical goods, leather goods, gifts and novelties. Receipts from
tepairs also constitute an important source of revenue, but do not exceed 50% of
the total trade.

Although this report is similar to the previous operating results reports
issued for this trade, some slight changes have been made in the presentation
and quantity of information in order to increase its value to the user. In table 1,
the historical series of major operating ratios is shown for an increased number
of years. It is hoped that this change will enable the users to more readily
compare the trends in operating with their own experiences during the years.
It should be mentioned that the data in Table 1 as well as the *“‘total’’ column in
Table 3 and Table § have been weighted in order to arrive at ratios which are
representative of the trade as a whole. Weights are assigned to the ratios in
each sales-size category in relation to its position in the sales picture as found
in the 1951 Census. Averages and ratios in the tables not indicated as being
weightedrepresent the actual averages and ratios obtained from the reporting panel
of firms in each cell.

Note: Profit and loss and balance sheet definitions are shown on pages 10 and 11.
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TABLE 1. Operating Results of Independent Jewellery Stores, 1952 - 59

Incorporatad
(rented stores oniy)

Item e
1952 1954 1956 1959 1952 1954 1956 1959

Unincorporated

per cent of net sales

Gross profit ..., 39.99 ' 40,19| 40,83 42.00| 42,38 43,52 44.23| 41,12

Operating expenses:

Employees’ salarfes ...........coennnne. 10.37| 10.07 9.47| 10.08; 21,12 22,92] 21.74| 20.75
OCCUPANCY .....ccovreirvererrsirtncnsrenissensensesssresanmeeees 7.44 8. 30 8.34 8. 65 8.16 8.25 7.68 8.03
Office and store supplies ... 1.18 1.08 1.10 1. 02 1.34 1. 42 1,22 1.25
AdVertiSing .........ccoviiiviinrcciiiioiie e 1597 1.88 1,91 1,79 3.49 3.31 3.44 3.10
All othertexpensesi. .« ... ol el e 4.08 4.20 4.03 4. 74 5. 00 4. 48 5.05 5.47

Total operating expenses .................. 25.04 | 23,33 | 24.85 26.28| 39.11| 40,38 39.13| 38.60

Net operating profit before income tax and net
non-trading income! ... ..., 14,93 14.66 | 15,98

15. 72 3.27 3.14 3. 10 2.52

' Before proprietors’ salaries in the case of unincorporated firms.
Note: These ratios are “'weighted’’ according ta the 1951 Census weights of the different sales sizes for independ-

Bt 5 W0 SE.

TABLLE 2. Independent Jewellery Stores - Balance Sheet Ratios as at December 31, 1952 - 59

Unincorporated Incorporated
Item

1952 1954 1956 1959 1952 1954 1956 1959

Current ratio—Owned .........cooovmrimivieaaae, 3.25 3.59 3.05 3.7 — - — -
Rentiedipn®, 3 f . ool b gy " 3. 11 2.94 3. 88 3.39 2.42 2.84 2.98 2. 54

Liquidity ratio—Owned ........ccooooevveeeeeaoeeeennn, 1.19 1.15 1. 06 1. 41 = = <& -
Rented .....oocooovvivcneeeniiiceeieen, 1. 07 0. 95 1.30 1. 20 0. 83 0. 92 1. 12 0. 87

Working capital to net worth ratio—Owned ........ 0. 67 0. 66 0. 61 0. 68 - - - -
Rented ... 0. 88 0. 86 0.92 0. 84 0. 85 0.93 0. 90 0.84

Worth debt ratio—~Owned .............cccoovveviviiieriinnnn, 2.06 2.03 2.12 1. 89 - - - -
Rented .......cooooiiiiiiiiivinniin, 2.01 1. 89 2. 14 2.09 1. 41 1.48 1559 1. 37

Turnover of total capital employed — Owned ..., ) LT 1. 02 1.03 1. 87 - - - -
Rented ... 1. 45 1.36 1. 38 1. 47 1.39 1.34 1.33 1.38

Note: see page 10 for definitions.
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TABLE 3. Independent Jewellery Stores — Operating Results of Unincorporated Stores by Annual Sales Volume
and Occupancy Basis, 1939

Owned stores with annual net sales of | Rented stores with annual net sales of
s Under | $10,000-($20,000- | $50,000-( Under |$10,000-|$20,000-|$50,000-| Total'
$10,000 19,999 | 49,999 99,999 | $10,000| 19,999 99,999
Number of stores reporting ........... 10 25 24 13 0 44 79 31 254
Average net sales per store ., .3 6,348 | 14,534 | 34,147 | 65,478 6,221 | 14,767 | 31,538 | 68,222 50,748
Average beginning lnventory $ 5,412 | 10,115 | 15,624 | 28,585 3,042 8,508 | 15,126 | 26,573 | 19,414
Average inventory, end of ye = ] 5,407 9,901 15,598 | 29,202 2,888 8,567 | 15,321 | 27,219| 19,803
Average cost of goods sold .. . % 3,581 8,546 | 20,817 | 40,356 2,974 | 7,940 | 17,894 | 38,908 | 30,574
Stock turnover (times per ye 0. 66 0. 85 1. 32 1. 40 1.00 | 0.93 1. 18 1. 45 1,56
|
Profit and loss data |
(Per cent of net sales) {
Gross Profit ... e 43.58 41,20 39.04 38.37| 52,20 46,23 43,26 42,97 42,00
Operating expenses:
Employees’ ‘ialll‘i?‘. and wages (except dellvery) 2.19 5,08 11,24 13.19 0. 56 7.04 9. 98 12.75 10.08
Delivery ..........J» : 0,21 0. 58 0.65 0, 0. 68 0.56 0:.5% 25 0.47
Occupancy expenses:
2.49 2.34 1,19 1. 46 1,12 0.83 0. 46 0.35 0.85%
1. 51 1.21 1. 12 1.18 1912 1.12 0.91 1.02 1.02
- - - - 11,07 7.97 Sk ] Al 3.83
Light, heat and power ... 3. 52 1. 80 1528 1528 2 38 1.09 0.96 0, BS 1, 10
Repairs and maintenance . 0.31 1,37 0.97 0,89 0, 92 0. 49 0; 58 0, 51 0. 65
Depreciation allowances ... 2.47 .31 1. 65 1. 87 0. 65 = 1. 14 0. 87 1. 20
Total occupancy expenses 10. 30 9,03 6,16 6,83 17.24 12,61 8.10 .17 8. 65
Office and store supplles i1, 37 0.95 0. 93 1. 08 0. 58 1. 16 0. 98 0. 99 1.02
Advertising ... 0.75 1. 18 1.37 2.05 1. 56 0.97 2.07 2.15 1.79
Net loss un bad 0.02 0,03 0, 38 0,37 0. 24 0. 19 0. 25 0. 69 0,35
All other expenses ... (] 3.19 3. 54 4.22 6. 55 4. 09 4. 34 3. 30 3.92
Tolal operating expenses . 20, 95 20. 64 24, 27 27.93 27,41 | 26.62 27.28 27.30 26,28
Net operating profit 22.63 20,56 14.77 10,44 24.79 19,61 13. 87 15.67 13,72
Non-trading income ... 6. 50 1.75 1. 91 3.69 | 0.76 BT 0.75 0. 13 1.17
Non-trading expense ..., .. - 0. 26 0.15 - 0. 40 1.08 0, 34 0,23 0,02 0,34
Net profit before deductlon of proprietors’ salaries and |
PUROIIR IR ..o B . B e e 0o TR e e 28, 87 22,16 [ 16, 68 13.73 24. 47 20,53 16. 48 15, 78J 16, 55
! A¥mmuces and ratios ‘weighted”” according to the 1951 Census weights of the different sales sizes for independent stores.
TABLE 4. Independent Jewellery Stores — Owned — Financial Structure of Unincorporated Stores
by Size of Business as at December 31, 1959
Stores with annual net sales of ng?l
Item sizes
$20,000- $50,000- $20,000-
49,999 99,999 98,999
Assets average per store (dollars)
Current assets:
Cach on hand and in bank ... 19 PV MR L S L 4, 220 7,871 5. 503
Accounts and notes receivable (net) 2,324 7.880 4,277
Merchandise inventoty .. 15, 698 29, 203 20, 572
Other CUITEN ABSOLS ........ociiiiiiirrrireritireerrerserersesssrssssest ot stanonsssssosansnssantsasosronsnsats 3, 247 1, 230 2,538
Total current assets ... . 25,688 46,184 32,89
Fixed assets (net):
Used in the business ... 10, 087 24, 813 15, 260
Not used in the business .. 489 14, 889 5, 549
Total fixed assets (ML) ... . ...........ccociiii————— 10,576 39, 702 20, 809
Other assets:
Long term investments 230 103 186
Other assets .......... 412 2 268
Total other assets ... . 642 108 454
Totdl. asnets . MR, ... e i i i i B v mmssrgarinaissessors S mnatl 36, 907 83, 991 54, 153
Liabilities
Current liabilities:
Accounts and notes payable .. 6, 598 12,628 8,717
Fixed liabllities:
Mortgages on fixed assets used in the business B08 2,928 1,604
Mortgages on fixed assets not used in the business ... - 11,378 3,998
Total fixed lfabilities . 808 14,306 5, 6062
Other liabilities ... 1,634 9, 507 4,400
Total lfabiiities 9,120 36, 441 18,719
Nt worth: Proprietors’ or partners® equity in the business .. 27,7187 49, 550 35,434
Total liabilities and net worth . 36, 907 83, 991 54,153
sfgrige net sales of stores reporting 34, 147 65,478 90, 311
Numnber of stores repomna ! 24 13 I
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TABLE 5. Independent Jewellery Stores — Rented — Financial Structure of Unincorporated Stores by Size and

Age of Business as at December 31, 1959

Stores with annual net sales of

= Total
- all
e $20,000-49,999 Tl
Under 10 years $gg'ggg. $20,008
10 years and over Toal GG
Assets average per store (dollars)
Cusrent assets:
Cash on hand and in bank 3.028 3,105 3,085 7.904 5,044
Accounts and notes receivable (net) .. .. 1,802 2,478 2,300 7,380 4,252
Merchundlse inventory ... 11,431 16, 335 15,044 27.088 19,473
Other current assets ... 210 1,634 1.260 682 1,376
Total current assets ... 16,471 23,552 21,689 43,054 30,145
Fixed assets (net):
Used in the buslness ..... 2,149 1,612 1.753 2,625 2,024
Not used in the buslness 169 3.881 2,904 2. 446 2,781
Total tixed asgets (met) ... 2,318 5,493 4,657 3,071 4,803
Other assets:
Long term investmentsie. L. 0. M. Nemh e 10, B8 e 1,317 2,485 2,163 1,749 1,942
MRET RSSELS & Tl v b 150 s e il o 6485 000§« b o ko s oo ans s 271 642 546 149 418
Total other assets ... 1,594 3,107 2,709 1,899 2,360
otal assets ML ML o L. S Seeons | LW ....... 20,383 32,152 29,035 50, 024 37,310
Liabilities
Current tfablllties:
Accounts and notes payable ... 5,830 7.837 7.256 11.203 8,901
Fixed labllltles:
Mortgages on fixed assets used in the business ..... 565 279 354 188 291
Mortgages on fixed assets not used in the business .. - 568 419 846 563
Total fixed liabilities ... 565 847 ki 1,004 834
Other liabilitles........ = 1,172 2,911 2,454 2,452 2,321
Total liabilities .. ORI o LTSS TR ] 1,367 11, 595 10,483 14,689 12,076
Net worth: Proprietor’s or pastners® equity in the business ... 13.016 20,557 18,572 35,335 25,234
Total liabilities and nel worth ... 20, 383 32,152 29, 055 50, 023 37,310
Average net sales of stores reporting ... 28,634 32,495 31,484 69,047 47,901
Number of stores reporting 20 56 16 29 [kl
TABLE 6. Independent Jewellery Stores — Operating Results of Incorporated Stores by Annual Sales Volume
and Occupancy Basis, 1959
Rented esiablishn;entsfwnh
annual net sales o !
Item — Total
$20,000- $50,000 - $100,000 1
49,999 99,999 and over
Number of stores reporting 18 17 26 82
Average net sales per store 36,328 T1,555 193, 286 144,302
Average beginning inventory ... 19, 984 33, 808 67,743 53,462
Average inventory, end of year.. 20, 898 34,603 66,310 52, 848
Average cost of goods sold........ 20,228 40,598 116,567 86,242
Stock turnover (times per year) ... 0.99 1.19 1.74 1.62
Profit and loss data
(Per cent of net sales)
Grossiprofit .............booi b g i ST L et B 44.32 43.26 39.69 41,12
Operating expenses:
Executives' and employees® salaries and wages (except delivery) 23.43 23.16 19.39 20.75
Delivery ......... 0.80 0.49 0.52 0.55
Occupancy expenses:
TaxXes . ......... 0.67 0.53 0.31 0.41
...... 1.42 1. 13 0.83 0. 98
6.90 5.18 3.60 4.47
Light, heat and power .. 1.22 0.78 0.63 0.76
Repairs and maintenance 0.63 0.81 0.30 0. 45
Depreclation allowances 1.10 1.07 0.91 0. 96
Total pancy exp 11.94 9.48 6.58 B.03
Office and store supplies ....... 0.91 1. 19 1.36 1.25
Advertising ................. 2.02 2.11 3.70 3.10
Net 10ss on bad debts .. ... e s 0.57 0.43 0.57 0. 54
All other expenses ..., 3.94 3.60 4.74 4.38
Total operating expenses 43.61 40. 46 36.86 38. 60
Net operating profit ... S S g - 0.71 2. 60 2.83 2.52
Non-trading income 0.07 0.38 0.46 0.39
Non-trading expense ........... - 0. 01 0.18 (B LY
................... 0.78 3.17 2.19

Net profft before provision for income tax

t Averages and ratios '‘weighted’’ according to the 1951 Census weights of the different sales sizes for independent stores,
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TABLE 7. Independent Jewellery Stores — Rented — F inancial Structure of Incorporated Stores
by Size of Business as at December 31, 1959

! Establishments with annual Total
net sales of ail
Itam }'—' sizes
$20,000- $50,000 - $100,000 $20,000
49,999 99,999 and over and over
average pet store (dollars)
Assets
Current assets:
Cash on hand and In bank .. 2,431 5,638 9,268 6,239
Accounts and notes receivable (net) ....... 3,419 T. 204 26, 000 14, 099
Merchandise lnventory ..., 20,898 34,603 66, 330 44, 081
Other current assets 43 3,788 3,621 2,726
Total current assets .. 27,1718 51,233 105,219 67, 143
Fixed assets (net):
Used in the business ... 2,034 5.233 8,560 5,107
Not used in the business 6 2,253 393 91
Total fixed ts (net) 2,040 7,486 8, 953 6,304
Other assets:
Long term investments . - 229 1,125 543
Other assets . 764 5,362 16,984 8,959
Total other 764 3,591 18, 109 9, 502
Total assets ....... 29, 982 64,310 132, 281 83, 151
Liabilities
Current liabilitles:
Accounts and notes payable 10, 921 15,714 44,282 26,476
Fixed llabilities:
Mortgages on fixed assets used iR the bUSINESS ...oovoceeieeeciceeieieeeeeeeeriee s - 918 1,272 798
Mortgages on fixed assets not used In the business - 176 - 49
Total fixed liabilities - 1,094 1,272 847
Oher HBBILELES Lot et crcmer ettt ra st b sem s sr s masm s s sr e sesabame s s seoes 4,871 8, 546 9,090 7,693
Total Habilities ............ 15,792 23,3%4 34, 644 35,016
Net worth: Capital stock 9,712 25, 552 30, 354 22,925
surplus and undivided profits 4,479 13, 406 47, 283 25, 211
Total net worth ... I 14,191 38, 958 77,637 48, 136
Total labilitles and met WOTLR ...t 29,982 64,310 132, 281 83, 151
Average net sales of stores reporting 36,328 71,555 193, 286 113,045
Number of stores reporting 18 17 26 61
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DEFINITIONS
PROFTT AND LOSS
Items Net bad debt loss — estinated amount of uncollectable

Net sales — the dollar volume of business done, Allowances and
discounts granted to customers and value of goods returned
by customers are deducted from gross sales, but sales of
meals or lunches provided employees and any goods with-
drawn by the proprietor for personal use are included.

Purchases — are taken at invoice value less returns and aliow-
ances, cash and trade discounts, Added to the cost of mer-
chandise are the following expenses; duty. inward freight,
express and trucking, alterations, etc.

Cost of goods sold — determined by adding the beginning inven-
tory to net purchases and deducting the ending inventory.

Gross profit — the difference between ‘‘cost of goods sold'* and
"‘net sales’

Operating expenses — all costs incurred in the year's operation
of a business, except the cost of merchandise, These include:

Salaries and wages (except delivery) — payments to employees
before deduction of income tax or unemployment insurance.
Proprietors’ salaries or withdrawals are included in '‘net
operating profit'’ in unincorporated store operations.

Delivery — includes salaries paid to delivery men, truck
repairs and maintenance, depreciation, licences and insur-
ance on delivery equipment and supplies used In connection
with delivery (gas, ail, etc.)

Taxes — business, property and water taxes. Taxes collected

for remittance to governmental bodies and income tax ate
not included.

Insurance — annual proportion of premiums for insurance
policies carried to protect the business.

Rent — payments for use of business premises.
Heat, light and power — cost applicable to year's operations.

Repairs and maintenance — costs incurred to keep fixed
store assets operating efficlently (excludes capital
expenditure).

Store supplies — wrapping paper, office supplies, etc.

Advertising — displays, window dressing and sales promotion.

customers’ accounts receivable less the amount recovered
from former bad debts,

Other expenses — telephone, telegraph, postage, bank charges,
legal, auditing and collection fees, etc.,

Net operatlng profit — is the difference between '‘totai oper-
ating expenses'' and '‘gross profit’’ and includes propriecors’
salaries and withdrawals before income tax deductions.

Occupancy — the cost of maintaining and occupying a place of
business and includes: rent, business and property taxes,
insurance, heat, light and power, repairs and maintenance
and depreciation.

Non-trading income — interest earned, revenues from rentals,
other activities, carying charges and investments.

Non-trading expense — interest expense, rental expense, any
other expenses not pertaining to the business.

Ratios

Stock turnover — the number of times in a year that the average
merchandise inventory is sold and replaced. The average of
the beginning and ending inventaries is divided into the cost
of goods sold.

Note: Each of the following ratios are expressed as a pef-
centage of “‘net sales''. Consequently, it is permissihln
to make direct comparisons hetween these ratios. Each
ratio represents a portion of the avetage net salug’
dollar.

Gross profit ratio — sometimes referred to as the “'gross mary ‘s
ratio’’ or ‘‘mark-up’’ represents the difference hetween *“‘cogi
of goods sold'’ and ‘‘net sales’'. It is the portion of Lhe
average sales' dollar from which the merchant meets his
operating expenses and obtains his net operating profit.

Operating expense ratios — each item of expense, as weli as
""totai operating expenses’'' when expressed as a petcentage
of '‘net sales’’ shows the amounts of the average sales’
doliar required to operate the average business,

Net operating prolit ratio — the remaining proportion of the
average sales’ doiiar after *‘cost of goods sold'’ and ‘“‘total
operating expenses'' have been deducted. From this amount,
the percentage allowances for both ptoprietors' salaries and
income tax shouid be deducted, in order to deterriine the
percentage to sales of net returns on capital investment.

BALANCE SHEET

Asset Items

Casb on band or in bank — the amount of cash in the business
at the end of the year.

Net accoumts receivable — all customers' notes and accounts
owing to the business at the end of the year less any reserve
for doubtful accounts.

Merchandise inventory — t o cost value of merchandise on hand
for resale but does not include store supplies on hand.

Other current assets — includes assets which may be convert.s
into cash, if necessary within a reasonably short time, sueh
as Duminion of Canada Bonds and prepaid insurance.

Fixed assets (net) — the cost value of land, buildings, furniture,
fixtures and equipment less any reserves for depreciation.
Separate figures are shown for assets used in the business
and those not used in the business.

Other assets —
wenvert o
gany

investments of a permanent nature no( readil;
o gash and intarePales susd @ ¢soHw@’l wod
- S TR
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Liabilities and Net Worth Items

Current liabilities — ohligations which must be paid in the near
future (usually one year) and represent accounts payable or
Ay item that may be considered as a direct lien against
Thrrent ussets.,

Fived liabilities - mortgages secured by fixed assets and
separated, as are fixed assets, between those used and not
used In husiness.

Other liabilities — long term notes payabie, accrued expenses
Such as taxes due but not yet paid, and prepaid or deferred
income,

Net worth — Unincorporated business — the amount invested in
the business together with any accumulated profits after
proprietor's or partners’ withdrawals.

— Incarporated business — net worth is shown in two
parts:

(1) Capital stock, which represents the share-
holders' {investment of fully paid-up sub-
scribed shares, and

(2) Surplus, which represents distributable sur-
plus, capital surplus and earned surplus,

Ratios

Current ratio — Current Assets : Current Liabilities — indicates
to what extent the business is able to meet its current obli-
gatlons out of *‘current assets'’. Care should be taken to

examine the components of current assels because over-
stocking of inventorles and overinvestment in credit sales
(accounts receivable) can result in a stronger or more favour-
able ratio,

Liquidity tatio — Current Assets less Merchandise Inventory +
Current  Liabilities — sometimes referred to as the “'acid
test'’, is similar to the “'current ratio'' as a test of current
credit strength. A ratio of 100% (or 1) is usually considered
favourahie,

Working capital to net worth ratio — denotes the relationship
between “‘working capital'' (current assets less current lia-
bilities) and a proprietor’s equity in the business. That is,
the proportion of *‘net worth'' that could be realized readily
if liquidation were necessary.

Worth-debt ratio — Net Worth < Tota! Liabilitles — if used in
conjunction with the “current ratio'’, would reflect any
weakening of the capital structure of a business through large
loans which zive a high "‘current ratio’’,

Interstatement Ratio

Turnover of total capital employed — Net Sales + Total Assets
used in the business — provides an indication of the degree
of management efficiency. However, this ratio should not he
used alone because ““profits’’ and not “sales’ are the major
criterion of efficiency,
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