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Transaction which involve only current Account and do not flow of fund
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s

Cash Received from Debtors Ay d/(}.za,/bu:;_l
Cash paid to Creditors uﬁ: I J ; /Ll;di

Bills Receivable Realized by d/ul J}‘)lg%b‘.?)
Bills Payable Paid i iieai_a
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Cash Deposit in Current Account 67 {'fﬁ S S U5

Taking Start term loan -t/ J/ bJ ; &AJ:L’ -6
Goods purchase for cash or credit V4 J O3] gfﬂ -7

Sale for purchase of Marketable Securities <34 /..L.d,g]' d/ /:bfu:’:‘ J.’fv//l.(},a Jé; -8
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3) Purchase of Fixed Asset by Issue of Shares or Debentures

4) Conversion of Debentures in to shares -t Jl A uﬁgf'ﬂ 198 /.;”5-4
5) Payment of Bonus Shares uﬁ:bld/ﬂu’;;f-S
6) Transfer to General Reserve Jé‘« Sl (k-6
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Statement of Changes in Working Capital

Particulars Previous Year Present Year Increasing in W.C Decrease in W.C

Current Asset

Current Liabilities

Changes in W.C

XX XX XX XX
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Liabilities 2020 2021 Assets 2020 2021
Share Capital 2,00,000 | 3,00,000 | Machinery 50,000 40,000
Creditors 1,00,000 70,000 | Stock 80,000 1,00,000
Bills Payable 10,000 20,000 Debentures 1,00,000 2,00,000
Profit and Loss A/c 50,000 70,000 Cash in Hand 50,000 70,000
Cash at Bank 40,000 30,000
Bill Receivable 40,000 20,000
3,60,000 | 4,60,000 3,60,000 | 4,60,000
Statement of Changes in Working Capital S
Particulars Previous Year | Current Year | Increasing Decrease
2020 2021 inW.C inW.C
Current Assets:
Cash in hand 50,000 70,000 20,000 | -
Cash at Bank 40,000 30,000 | -——————- 10,000
Stock 80,000 1,00,000 20,000 | -
Debtors 1,00,000 2,00,000 1,00,000 | -——————-
Bills Receivable 40,000 20,000 | - 20,000
3,10,000 4,20,000
Current Liabilities:
Creditors 1,00,000 70,000 30,000 | —————————-
Bills Payable 56,000 70,000 | T 20,000
1,50,000 1,40,000
1,60,000 2,80,000 1,20,000
Increasing in W.C 120,000
CA-CL 2,80,000 2,80,000 1,70,000 1,40,000
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Liabilities 2021 2022 Assets 2021 2022
Share Capital 1,40,000 1,65,000 | Cashinhand 20,000 50,000
Profit and Loss 40,000 70,000 Cash at Bank 40,000 60,000
Creditors 50,000 70,000 Debentures 1,00,000 1,50,000
Bills Payable 40,000 10,000 Stock 70,000 50,000
Bank Over Draft 20,000 40,000 Bills Receivable 40,000 20,000
Long Term Loan 1,00,000 2,00,000 Short Term Investment 10,000 20,000
Debentures 50,000 1,00,000 | Marketable Security 10,000 15,000
Plant 1,00,000 2,00,000
Furniture 50,000 90,000
4,40,000 6,55,000 4,40,000 6,55,000
1S
Statement of Changes in Working Capital
Particulars Previous Year Current Year Increasing in Decrease in W.C
2021 2022 Ww.C
Current Asset:
Cash in hand 20,000 50,000 30000 | = —mm————
Cash at Bank 40,000 60,000 20,000 | e
Debtors 1,00,000 1,50,000 50,000 | -
Stock 70,000 50,000 | @ - 20,000
Bills Receivable 40,000 20,000 | = —————- 20,000
Short term Investment 10,000 20,000 10,000 |  ——————-
Securities 10,000 15,000 5000 | =
2,90,000 3,65,000
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Current Liabilities:

Creditors 50,000 70,000

Bills Payable 40,000 10,000 | —mm—————- 20,000

Bank Over Draft 20,000 40,000 30000 | @ —mmm—————-
1,10,000 1,20,000 | @ mmmmmm——- 20,000
1,80,000 245,000

Increase in W.C 65,000 65,000
2,45,000 2,45,000 1,45,000 1,45000
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Liabilities 2021 2022 Assets 2021 2022
Share Capital 2,00,000 | 3,00,000 | Cash 20,000 | 30,000
Profit and Loss 50,000 | 70,000 | Bank 40,000 | 50,000
General Reserve 20,000 | 1,20,000 | Stock 20,000 | 40,000
Debentures 1,00,000 | 1,00,000 | Debtors 25,000 65,000
Bills Payable 50,000 80,000 | Machinery 50,000 | 1,00,000
Creditors 35,000 | 15,000 | Furniture 1,00,000 | 1,00,000

Building 2,00,000 | 3,00,000
4,55,000 | 6,85,000 4,55,000 | 6,85,000
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(Fund Flow Statement-11)
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(Objectives) ##G» 4.1

L L6 T oo L 36
ey SNy I AT EIC IS
-Zuﬁp /. uyLK.?g Pl S g/ #(Funds from Operations) ®
_Zdi Seolos u@l?f(Sources and Applications) ™
_Zf/uy.ﬂmgki’gﬁ@/u}?wutuuﬁfilfcfci .

(Meaning and Definition) & sl 3 42

-uj%nbﬁl;c;/{.@}LL/';«//(Working Capita),l./%uﬁéﬁ.@v
Tk L .,«/ S(Funds flow Statement).s/(Funds from Operation)uﬁém J!
E ety LS LS L Un Bl P L

algl]'ldﬁj/:a£Jlxuiuuﬁuw§]58}uﬁf‘a.ﬂ?~.{'Kul;:’?tf(ﬁ(Funds from Operation) ™
-c‘-t'lgyrg/Funds from Operationé//w:’/u;j,of;‘eh'?/fm@zf

o)A E Je sl élu’ifﬁc‘-t‘/ iy Je1 Z Uil BisLlis Jo s S oS s
-‘LL"LL/(Staternent of Sources and Application)

(Source and a1 (Jla»"w,éwiu’jﬁﬁ/l}ﬁg/? JW!LJ!/;!JLML&AQ}’L(} "
_ugéz"_’,/Applications)
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(Funds from Operations) d,& TLJ@)J KE L‘ﬁ Y A;J 4.3
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Do Ut s K- e Bl (Outflowdily (s 26 S5 ol ) Ss K AU AL e b
Jué/,éw_‘am.iuuu:stfc&w:lL,L/4Ln;’¢)&),fd”u‘w_&;)uﬁ@@»&ﬁmJ.»L?v"g
{Non-Fund—& el :Lluuﬁ, Zf;_‘a (% 5!5 3l &;/;b/u’,&]/? il 71 &L ey
- qj’://o/{; J}/G‘ d/ujlf'i u/J/,-fcuCr‘/'/? u?wcuu% &5} Juﬁ"z:j —*Non-Operating
&2l £« Non-Fund Items-< bt q@/&:lfubﬁj; g/ugﬂw} LA Gl bl
= lo/7Non Fund Undwt 22 i3 L s DN ) ug =y J’J e A7 =l 21| Sl
- dgcat'n gbfb‘{gf&' e o Sl (L?c;’,!Non—Operating Expenses@} J! dir/ll"-u,?é:"’:
u’/::l;l J)’:fg;”:uuﬁ4 =3y ) Ju.‘.“/ ﬂf"-u,?é"”’:Non—Operating Expenses u:f‘}l u;fizuf&wc;/p%
J;)'-LL L“t?&"/ g}j(Funds from Operation)u’jﬁiﬁ s ,’)b";’/ s ij &7‘754,/(_0/,

-‘Ll[/pf b/, .,Aj J Calculation Funds from Operation

Performa of Funds from Operation

Particulars Amount

Closing Balance of Profit and Loss Account XXX

(+) Non-Operating Expenses:
Depreciation of Fixed Asset
Loss on sale of Fixed Asset
Amortization of Fictitious Asset
Transfer to General Reserve

Dividends Paid, Tax Paid XXX

XXX

(-) Non-Operating Income:

Interest, Dividend Received XXX
Profit on sale of Assets
XXXX
(-) Opening Bal f profit and loss A t
pening Balance of profit and loss Accoun XX
Funds from Operations XXX

a7



(Statement of Sources and Application) 2L gd 1 db) 4.4

uw;_‘aL"lg.tti//gul;’fg(Sources and Application)éj.édl.’vpiccuwlc«L;"/Jilau:/@;/K
(Sources and (U~ J;;'_‘al:'lggll% b J(Application)fJL*’VU}!(Sources)/:«L}/ v S Jv
_LL‘@U%JJ,E/JG{AppIication)

Sources Amount Application Amount
Issue of Shares XX Purchase of Fixed Asset
Funds from Operation XX Redemptions of Share
Sale of Asset XX Long Term Loan Paid
Raise of long term loan XX Tax, Dividend Paid
Decrease in W.C XX Increase In W.C
XXXX XXXX

-5 _+” (Funds from Operations)e4 SewdZ J5Je
£-2/3,50,000 c)!ﬁ,‘dcﬁlgc)uﬁﬁg «¢-/1,00,000 u’«/;éw{uuﬁ;é"
Lol 100000403 LLF o e 0500000k
1515454 2010,0005 Ussts F°

(S

Calculation of Funds from Operation

Amount
Closing Balance Profit and Loss Account 3,50,000
(+) Non-Operating Expenditure
Transfer to General Reserve 50,000
Depreciation on Fixed Assets 1,00,000
Dividend to Shareholders 10,000 1,60,000
Funds from Operation | 5,10,000
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Liabilities 2021 2022 Assets 2021 2022
Capital 60,000 | 1,00,000 | Cash 25,000 | 30,000
Long-term Borrowings 65,000 80,000 | Debtors 20,000 | 26,000
Trade Creditors 45,000 40,000 | Stock-in-trade 60,000 70,000
Bank Overdraft 30,000 25,000 | Land and Building 80,000 | 1,00,000
Outstanding Expenses 10,000 6,000 | Furniture 25,000 | 25,000

2,10,000 | 2,51,000 2,10,000 | 2,51,000
Statement of Changes in Working Capital S
Particulars 2021 2022 Income
Current Assets
Cash | 25,000 30,000 5000 |  -—m——-
Debtors | 20,000 26,000 6,000 |  -————-
Stock | 60,000 70,000 10,000 |  -————-
1,05,000 | 1,26,000
Current Liabilities:
Creditors | 45,000 40,000 5000 | @ 77T
Bank Overdraft | 30,000 25,000 5000 | @ 77T
Outstanding Expenses | 10,000 6,000 4000 | T
85,000 71,000
20,000 55,000
Increase in Working Capital | 3 5,000 35,000
55,000 55,000 35,000 35,000
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Fund Flow Statement

Sources Application
Funds from operation 40,000 Purchase of Building 20,000
Long term Loan 15,000 Increase in Working Capital 35,000
55,000 55,000
Capital Account
By Balance b/d 60,000
By Profit and Loss 40,000
To Balance c/d 1,00,000
1,00,000 1,00,000
3JE
_’jL{/.L}‘Fund From Statementul?’fil.;{iﬁcu d/ &{f’u’{’ ZL; e Jl 3
Balance Sheet
Liabilities 2022 2023 Asset 2022 2023
Share Capital 2,00,000 | 4,00,000 | Cash 50,000 70,000
Profit and Loss A/ c 1,00,000 | 1,80,000 | Bank 60,000 | 1,00,000
General Researve 60,000 | 1,00,000 | Stock 1,00,000 | 1,50,000
Long Term Loan 1,00,000 | 2,00,000 | Debtors 70,000 | 1,20,000
Creditors 20,000 | 1,20,000 | Investments 60,000 | 2,00,000
Bills Payable 60,000 20,000 | Machinery 1,00,000 | 3,00,000
Provision for Tax 50,000 80,000 | Furniture 1,00,000 80,000
Goodwill 1,00,000 80,000
6,40,000 | 11,00,000 6,40,000 | 11,00,000
:ﬂuy

L L 1153951,50,0005 Usss Z e ghns -2
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Statement of Changes in Working Capital S
Particulars Previous | Present Increasing Decreasing
2022 2023 | Working Capital | Working Capital
Current Asset:
Cash 50,000 | 70,000 20,000 -
Bank 60,000 | 1,00,000 40,000 -
Stock 1,00,000 | 1,50,000 50,000 -
Debtors 70,000 | 1,20,000 50,000 -
2,80,000 | 4,40,000
Current Liabilities:
Creditors | 70,000 | 1,20,000 - 50,000
Bills payable | 60,000 | 20,000 40,000 -
1,30,000 | 1,40,000
1,50,000 | 30,000
Increase in Working Capital | 1,50,000 1,50,000
3,00,000 | 3,00,000 2,00,000 2,00,000
Fund Flow Statement
Sources Amount Application Amount
Issue of Shares 2,00,000 | Tax Pay 1,00,000
Funds from Operation 3,90,000 | Preference of Investment 1,40,000
Issue of Long Term Loan 1,00,000 | Purchase of Machinery 3,00,000
Sale of Machinery 40,000 | Dividend Paid 50,000
Sale of Furniture 10,000 | Increase in Working Capital 1,50,000
7,40,000 7,40,000
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Calculation of Funds from Operation

Particulars Amount
Closing Balance of Profit and Loss A/c 1,80,000
(+) Non-Operating Expenses:

Transfer of General Reserve 40,000

Provision for Tax Made 1,30,000
Depreciation on Machinery 30,000
Loss on Sale of Machinery 30,000
Depreciation on Furniture 10,000
Good will written off 20,000
Dividend paid to Shareholders 50,000

4,90,000

) Opening Balance of P & L Account 1,00,000

Funds from Operation | 3.90,0000

Provision for Tax Account

To Paid 1,00,000 | By Balance b/d 50,000
To Balance C/d 80,000 | By Profit & Loss (BF) 1,30,000
1,80,000 1,80,000

Machinery Account

To Balance b/ d 1,00,000 By Depreciation on Sale 30,000

By Sale (Cash) 40,000

By Loss on Sale 30,000
To Purchase (BP) 3,00,000 | By Balance C/ d 3,00,000
4,00,000 4,00,000

52




Furniture Account

To Balance b/ d 1,00,000 By Depreciation 10,000
By Sale (BF) 10,000
By Balance C/d 8,000

1,00,000 1,00,000
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_Z':( ol s '« Non-Operating Expenses—2
AL SO R - T B B
_E S eat§ N nd LS prt Lon 145 4
:«Uifgjln':;,@lﬁd’;}’
_é ?/Funds from operatinge—»s4 JQMLJ,:’_I
&512,00,0000)1 2 162U %A d2/1,00,00001 72 014 624 A
L L11320,000L U a1 g50250,000 Usits P Urghons
A &3150,000 L5 Aobor A 320000.407 8 E&21,00,000 b s
LLF L 20000/ =65 g Fles
_Jnguuf‘fa?_usoowﬁd/w&uaUt/uu»
_é .,,/ Funds From Operatione—»4 d/ eI L F52
£-/1,50,000 = 1-1-2023y %‘gULﬁI)éJ
£ 9270000  31-12-2023u0 262U i
=31 U 530,000 L2 olor A 3300004078 §4250,000JL b
L L in s £ 120,000 43320000 -GS
NIV RO AN N

Liabilities 2020 2021 Assets 2020 2021
Capital 2,00,000 | 4,00,000 | Cash in hand 50,000 | 1,00,000
Bank Loans Long Term 50,000 80,000 | Cash at bank 80,000 1,20,000
Creditors 40,000 20,000 | Stock 50,000 30,000
Bills Payable 90,000 30,000 | Machinery 1,00,000 80,000

Building 1,00,000 | 2,00,000
3,80,000 | 5,30,000 3,80,000 | 5,30,000

e 120000468 2 U2 DS LKL 11,30,00008 s KL (1 b
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. I3 ¢

Balance Sheet

Liabilities 2020 2021 Assets 2020 2021

Share Capital 1,00,000 | 2,00,000 | Cash in hand 50,000 70,000
Debentures 1,00,000 | 2,50,000 | Cash at Bank 20,000 60,000
Profit and Loss A/ ¢ 70,000 | 1,20,000 | Stock 70,000 | 1,50,000
Creditors 40,000 60,000 | Bills Receivable 50,000 30,000
Bills Payable 50,000 30,000 | Builder 1,00,000 | 2,00,000
Provision for Tax 1,00,000 1,30,000 | Machinery 2,00,000 | 3,00,000
Long Term Loan 80,000 1,50,000 | Goodwill 50,000 30,000

5,40,000 | 8,40,000 5,40,000 | 8,40,000

fﬂv;fi'ﬁgﬁa;;/so,ooof U JvJuJ»(lzuf”'w
JFE s} 420000 L5 /Ladir/'d;ulo,()OO/?u% § 2 $42,50,0000-wiss(2
L L1131,00000L S Jgin(3
NIV O = AN N IR

Liabilities 2022 2023 Assets 2022 2023

Share Capital 2,00,000 4,00,000 | Cash in hand 1,00,000 1,60,000
Equal Preference Share 2,00,000 3,00,000 | Cash at Bank 80,000 1,70,000
Debentures 2,00,000 1,00,000 | Stock 50,000 90,000
Profit and loss A/c 1,00,000 2,20,000 | Debentures 1,00,000 1,50,000
General Reserve 90,000 1,60,000 | Machinery 2,00,000 4,00,000
Creditors 50,000 1,00,000 | Building 3,00,000 3,00,000
Bank Overdraft 1,00,000 75,000 | Furniture 1,00,000 80,000
Preliminary Expenses 10,000 5000

9,40,000 13,55,000 9,40,000 | 13,55,000

s ) Ut _1/50004! Lo Selsr /4-3/5000407 ey L 25,20000)L-¢sx(1 b
W5} UL 5200000 L 86w Fo2050,000407 6 2§ &221,00,000 - wuss(2

L& 151239350,0008 Usbs P2 L gns(4

L L1 2543010000003
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“Absorption Costing is a technique where by Fixed Cost as well as variable cost is allotted to

. »
cost unit.
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(Difference between Incremental and Marginal Cost)
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Calculation of Profit under Absorption Costing

Product A B C Total
Sale (A) 1,00,000 2,00,000 3,00,000 6,00,000
Material 20,000 40,000 50,000 1,10,000
Labour 20,000 20,000 30,000 70,000
Factory Overhead 10,000 20,000 30,000 60,000
Fixed Overhead 10,000 20,000 10,000 40,000
Total Cost (B) 60,000 1,00,000 1,20,000 2,80,000
Profit A-B 40,000 1,00,000 1,80,000 3,20,000
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Product A B C Total
Sale 1,00,000 2,00,000 3,00,000 6,00,000
Material 20,000 40,000 50,000 1,10,000
Labour 20,000 20,000 30,000 70,000
Factory Overhead 10,000 20,000 30,000 60,000
Fixed Cost 10,000 20,000 10,000 40,000

Calculating of Profit under Marginal Costing S

Product A B C Total
Sale (A) 1,00,000 2,00,000 3,00,000 6,00,000
Material 20,000 40,000 50,000 1,10,000
Labour 20,000 20,000 30,000 70,000
Factory Overhead 10,000 20,000 30,000 60,000
Total Cost 50,000 80,000 1,10,000 40,000
Contribution 50,000 1,20,000 1,90,000 3,20,000
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(Calculation of Profit under Marginal and Absorption Costing)
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Marginal Costing Absorption Costing
Products of A B Total A B Total
Sale (A) 2,50,000 | 50,000 | 75,000 50,000 | 1,00,000 | 1,50,000
(=) Variable Cost
Matern 5,000 10,000 | 15,000 10,000 20,000 30,000
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Labour 5,000 5,000 | 10,000 5,000 10,000 15,000
Variable Cost 5,000 10,000 | 15,000 5,000 5,000 10,000
Total Cost B 15,000 | 25,000 | 40,000
Contribution A-B 10,000 | 25000 | 35,000
() Fixed Cost - - 5,000 10,000 10,000 20,000

30,000 45,000 75,000

30,000 20,000 55,000 75,000
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_g‘::f.'»jébf/?%/ﬁ(Absorption Cost):«fvdlﬁlul;f@égbau Jal&-@gﬁdf,; -5

Product X Y Z Total
Sale 2,00,000 2,00,000 4,00,000 8,00,000
Material 50,000 60,000 80,000 1,90,000
Wages 30,000 50,000 1,00,000 1,80,000
Factory Overhead 20,000 40,000 40,000 1,00,000
Fixed Cost 20,000 40,000 40,000 1,00,000

-“ég/éb*/?%/’éi(Absorption Cost)JUQufmld@&?lac;u SewdlJs 6

Product M N O Total
Sale 1,00,000 1,00,000 2,00,000 4,00,000
Material 30,000 20,000 40,000 90,000
Wages 10,000 10,000 20,000 40,000
Overhead 5,000 5,000 5,000 15,000
Fixed Cost 10,000 10,000 20,000 40,000
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(Nature and Scope of CVP Analysis)
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. . Fixed Cost
Break Even Point (In unit) = — -
Contribution Per Unit
Contribution Per unit = Selling Price — Variable Cost =100 =200—-100&L-s/
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BEP (U) = = BEP (U) = 200 units =200 units x 200 = 40,000
. Fixed Cost
BEP in Rupees = ————
P /V Ratio
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. Fixed Cost . . .
BEP (Units) = —— , Contribution Per unit = 100 — 60 = 40
Contribution Per Unit
50,000 .
BEP (U) = = BEP (U) = 1,250 units

BEP (Rs) = BEP in units x selling price per unit 1,25,000 = 1,250 x 100
Fixed Cost

. Contribution 40 .
BEP (Rs) ———— = Pv Ratio = ————— x100=——=x100=407
Pv Ratio SP 100
_50,000

=— x100 =BEP (Rs) = 1,25,000
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_ufi/uy.ﬂmgkégwrféuﬂ?ﬁ?
_FS e d Us6ban1d Zitd 15

(Meaning and Definition) ¢ w }GV 8.2

by S LSL L (e i
o/l:’@;/Zt'/?i/u‘l_‘at'ﬂvp’/(BEP)wl?ﬁn Sobr ol P 1l [},u’/? Jbz i/u J&;/’g/m% YAS
—e br IS ose ba b
e bl T Ben ol SR TR =t P0uT A
_u;and,L/J/w/,u&/.l’/?utg‘a@/ﬁwffwJ&;}gmu%wl?ﬁi YAS
S BN pEnolr LA G K QuT LMo guit¥ 5 e
&L & Equilibrium | Balancing Point | Point of No Profit No Loss
e bl 13 it 5 2 S B § S 2, U D S s g S K e
B0 St Felbdate (b Petnls S li Sl abiF e gt uT Gk G
U1t ELBEP), (it 555 1 s e $oln bl A1t 34T Ul & s I g B 1
':i/u"{(Point of No profit No Loss)/w!?}}?“i w-%muw’wyn%mJ”uc?w;/sz
P B_e et BES U1 U U Ghssbnl 57—t £ s Ut s U i UL &
_e trgl /rjc&)}&/i}l%[&.&)’?ﬁ/ﬂ{.b’%ﬁ&lu:d.t”ciu‘u:&}}&/l)i%)ﬂé:
_ugzgf.,/:,u%ud5¢/ujl?w-§_algt/&;/'4i/‘,{,¢c;ujl?ﬁzt“/;“iw
uﬁu,{l{lu;‘f?,liﬁ:ulgl/'ldlp/COntribution per unit
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AL DO D] =V@17!J“V/Proﬁt Volume Ratio
AT L St ol Lt I SaT S e 3T 1ot sgeind 5
_uj':d/ f/ Equilibrium{Balancing Pointl(Critical Point):’/ Ly 'ﬁi Sltdse s u.ulgl]' I
e bl it e b NPT 1] F et e e
:(Advantages or Use of Break Even)e eI £19 £ (519 &3
_‘gtfgmwd;’/m}ﬂu:gziuﬂ?ﬁ
st A SC pE A  JTS. A sl b1 L1l f e s Sunis (1
Seitd 55t A a6 01 s 2L F g AL SN e S A 8
P
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_ujé/}}’” S S
—pES (}’”/ Fo i nf by Uiz Sotslae i (5

(Limitations of Break Even) J\*& LUJ 9§55 8.3

3

Mot Ui Zond 5

AL b2y U el s iy Oy J”Q oy A a2 oid b5 (1
ML»JUQVQJml,g,f{énuf}wgwﬁJ‘t//?fﬁ&m&ﬂﬁ_!_nufdﬁg}wau,}'
Jc'(é“uu:u;g/?f/;Jm%_ug_»tfﬂ"(TuJAJgsw’J,/Lﬂuﬁu;g-‘aﬁcn&/;u‘fut;,tgtjuuay
e Gl S fe S

e PE e e e i 50

-‘gbﬁixt}fﬂ/f;?%:ﬂg&ﬁzaulpd/u;u;u?ﬁ?B

s S L Sy

Clr Pl gl b g 302 ALKl Sl a5 1 B0 (Marginal Safety)F 1 2o
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Margin of Safety = Total Sale — BEP Sale

Sl eSS L Lo b F e

L s p 2 _e bl sl e (1

S el A 4 FEAN ISR ¢

LKA FE L sl FE 5 G
Angle of )73 osd il C6 5L =) 45 251} 13 (Angle of Incidence)l s )y
151),,-(,)32_/{355[4./5; L& =AUl b5 ;‘»5}/'/7 e by i LBEP s -t %i/(lncidence
Angle ofJI/Ud;i)-‘amﬁﬁ’/é‘;[Z:L}’{,:;Uﬂ;la/ti@/ﬁéﬁg/dmg;l_‘at'&/%%/d/étfﬁé’{
BEF K UInCVPAIBEN W 5 L7 Lol 2 1d v Foe L & Fib b mncidence
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(Assumptions of Break Even Analysis)e (o3 /‘V LU/"; L3 ~7 8.4
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P HE LB I e T S Srlot 713710 T 3 (61 LT 42
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_é_‘,/c)ﬂ;ﬁéud/awu(d} :1dl‘.:"
«&211,50,000 = (F Z1e¢_2,4,10,000 = JiGeg_2,120,000 = =TI

£5,10,00,000 =53 ed_,2,00,000 == bl A1 301

Fixed Cost . .
— = YLD :
PV Ratio M JP
/ . Contribution
P/VRatio=—x 100
Sale

Contribution = Sales — Variable Cost = 10,00,000 — 7,60,000

Contribution = 2,40,000

) 2,40,000 )
P/V Ratio =——x 100 = 24~%
10,00,000
e 1,20,000 ..
5,00,000&s,=))1¢ LH(BEP) = iy 57

0

& 4P/ V Ratiod BEP) I B su ek Y5 206
<1,40 =J&J&,}¢£‘9/4o,ooo = (Fixed Cost) .:«t.a!]'idﬁ/
&30 =Jgidcjﬂﬁ.‘?'

Contributi
1) Profit Volume Ratio (P/ V Ratio) = comTouron x 100

Sale
Contribution =_~,5;/'.~»§—.:,L?v'1/£‘"”=9u40 -<1.30

. . / . 10 Rupee
Contribution =.2,10 P/V Ratio=——x 100
“* 40 Rupees

Profit Volume Ratio (P/ V Ratio) = 25%

. . . Fixed Cost 40,000
2) Break Even Point (BEP) in units = - - — =
Contribution per unit 10 Rupee

BEP in Unit =J{'§140,000
&S f e oL S 3/BEP

F.Cost 40,000 40,000

BEP in Rupees = 5 = = x 100
VRato 25% 25
=¢_1,1,60,000
P . . BEP 1,60,000
~ e )ly L= =
dbu}: Ku/ B Selling Cost 40 Rupees
=J(614,000



50,000 Cbesle2,3,00,000:=513 < &_21,00,000 (Fixed Cosd el A1~ CFE L aUe

‘ér}’”‘LQu
BEP (2 P/V Ratio (1
Contributi
Profit Volume Ration (P/V) = % x 100 (1) 3J7

Contribution = Selling Price — Variable Cost OR Contribution = Fixed Cost + Profit
. C 1,50,000
<,1,50,000 = 1,00,000 + 50,000 = P/V Ratio = S X 100 =

x 100 = 507
3,00,000
. Fixed Cost 1,00,000 100
2) Break Even Pint (BEP) = — = =1,00,000 x —
VRatio 50% 50

U o)1d = _242,00,000
:(Graphic Presentation of Break Even Point). b/ = K td L

o ALK e b Wd uitF B s $owl ik 52 L (:“”" TS iy b
S sl a3 AN 08 ox e bl ey I 60sf ixd A u"’ u-LtgL,?}; & u"’ sl $5F L

Y SR
.b;\5
ggJ“
. TC
)
)
- A [\sé
3 5! w7
%) Sy
\)\ﬁ bgg@J&”
FC
- X
/l}l,g:/lw

5 222 wHFixed Coselt 7 Lka bbb w50) 2d =M oysetl Lt
— d//,:;i/n Z/}/:.LL}L oy J‘u/}}d g»’g(Total Cost)le /@;/K‘.‘gt'ﬁ i L% ox
J(Jp' _"«5;/"9 vy PUes J/’;l/n C;/"c ¢l 4+(Sales line)ef U =55 U/ Gl (5, Y3
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(:)'éLJ - J,:'_‘L L"U-:)/BEPL Wy B es_ Z_/éj:’/g/u ..{l/.: U 6(Total Cost)=/1
Py

:(Formula for Break Even Point) k2 L/ .,}j v Wiy L3
_u:zéfj;ml.)’”g}wc;uwun?}}ic;u d/u}ujé’ié_;blﬂ(’flﬁguﬁ‘j“;

Fixed Cost

Contribution Per Unit
Fixed Cost

Profit Volume Ratio

Break Even Point =

Break Even Point (In Rupees) =

. Contribution
Profit Volume Ratio = T x 100

Contribution = Sales — Variable Cost

Margin of Safety = Total Sale — BEP Sale

. FC+Desired Profit
Desired Sale to earn a profit = Sale = ,
Pv Ratio
150061 By fnd 0225000 U ST WEEI1000 0 S Ul (1
&L _+# i3 L5.5PV Ratio co_5,90061 3=t 2
. Contribution
I. Profit Volume Ratio = ~sale X 100

Contribution = Selling price — variable cost = 150 — 90 = Contribution = 60

. 60 ) 5
PV Ratio = E x 100 = PV Ratio = 4074
Fixed Cost _ 25,000 _ 25000

2. Break Even Point (Rs) = x 100 = BEP (Rs) = 62.500

PV Ratio = 40% 40
. . Fixed Cost 25000
BEP in units = - - o=
Contribution per unit 60
BEP in Rupeesa 62,500
- —— = =BEP (u) =
Selling Price 150

Margin of Safety = Total Sale — BEP Sale = 1,50,000 — 62,500
Margin of safety = 87,500
& 1/40 = (KiGess fnd 1,100,000 b1 517 2t
5 _sZ i3 55 4Py Ratiowred_s20 =06 3 S1 2
Contributi
1) Profit Volume Ratio = somrionron x 100 :J’
Sale
Contribution = SP-VC =40-20=C =20
20
Pv Ratio = 20X 100 = Pv Ratio = 50%
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Fixed Cost 1,00,000 _1,00,000

BEP (Rs) = — = = x 100 = BEP = 2,00,000
Pv Ratio 50% 50
. Fixed cost 1,00,000 .
BEP (unit) = — —= = 50,000 unit
Contribution per unit 20
BEP in Rupees 2,00,000 .
3 = = 50,000 Units.
Selling Price 40
_EE A BEP)UII Bl e Pyesaend L s i1l
<-1,80,000 = Fixed Cost:fLU&A
&3,10 = SV 2000 =08 sy fnd
. Contribution
1. Profit Volume Ratio = sale X 100 :J’

Contribution = Sale—vec =20—-10=10

) 10 .
Pv Ratio = EX 100 =504
Fixed Cost _ 80,000 _ 80,000
PvRatio  50% 50

& 220,00,000 = Sale =33/ S /s 1 Jg

2. Break Even Point = x 100 = BEP (Rs)= 60,000

& 2400,000 = FC= U™ ¢_2,10,00,000 = Ve Sy 2>

ZEol
(BEP) 19 59(2 PV Ratio (1

=3 L Uk ,12,00,000(4 (Margin of safety” t- 312 (3
(Desired sale to earn a profit Rs 12,00,000) I d/d bf/,:&}/'/l,&’%0,00,000 (5

(Profit when Sale is 30,00,000)

Contribution

1) Profit Volume Ratio = ————— x 100
Sale

Contribution = Sale — Variable Cost = 20,00,000 — 10,00,000 = 10,00,000
10,00,000

Pv Ratio = ——x 100 = Pv Ratio = 504
20,00,000

. Fixed Cost 4,00,000 4,00,000
2) Break Even Point = — = =
Pv Ratio 50% 50

3) Margin of Safety = Total Sale — BEP Sale = 20,00,000 — 8,00,000 = 12,00,000

x 100 = BEP = §,00,000

4) Desired Sale to earn a profit of Rs. 12,00,000
FC+Profit 4,00,000+12,00,000 16,00,000

Desired Sale = =
Pv Ratio 50% 50

x 100
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Desired Sale = 32,00,000
KB U125 s P 5132

3) Profit at sale of Rs. 30,00,000

. Fc+Profit
Desired Sale = —f
Pv Ratio
4,00,000+Desired Profit L . < .
30,00,000 = 0% f = (Cross Multlplcatlon){,d_/&%*/
0 * ¢

30,00,000 x % =4,00,000 + Desired Profit
15,00,000 = 4,00,000 + Desired Profit
Desired Profit = 15,00,000 —4,00,000
Desired Profit = 11,00,000
Kol LU s f 05 5130

(Learning Outcomes) Ct"«dlﬁ‘/! 8.5

Zfb» d;/2b4i/ut_wLn Solr ol P 1l AuT sz e tw o s LI \F itd B
f/&;/'cu}i;ﬁ-uj:d/f@oint of No Profit No Loss):’/wi?,!:,‘ﬂ-ct_t'nuww;mc‘_t'nJllp
u}u?ﬁ-§.t/ffJLu&§/&,) S ﬁ!{ié’éculﬁjﬂbé Sle bl i 2t 1
=47 -t (Angle of Incidence) ! A1 S Ul sz 13 Bie b Sl Cod b
LUzt A AL i e b S 6§ Skt S e BES U U
nd L J>‘L t‘/(//.z‘ ] ;.{H(L/Jﬂa Cjt:/ {Jl {L/@)/Kuﬁ'{ uf&{}'%t’/'//}”(Target)éf’ﬁg A
Lt e gl B ar L e ol S o nd o o I e b S f apra
_c“_L"}'Z;'J:L:'JKJA JLLQIJ/J/MJUJQ»JQLAUK Ui

(Keywords) L’W’d){g 8.6

L (Contribution) ¢ 4} b g A Suler Gt geri e Uy} (Contribution) ot -2

(Model Examination Questions) < U3 d ey’ 8.7

_é/?[unédk}
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LB ooy 9 5L IS Sl U 0
ol B 5L 3
S e $Fu-deea
e s
=iy Jel ez
S eaSuiini Sy S s

&32,00,000= U &113,00,00078 *&1110,00,000253 ) S e \Ls2
~&E_»F itd B 4IPV Ratio”
3 APV Ratiow&150,000 U & sd08 32U 231000613 25123
.
10861 85 s 42121208613 = 2100330861 Sl b = UG s 41200861 G354
&5 P (BEP)WIT 5PV Ratioere /100000 3 s,
&2,1,00,000 = (FC)= N «2/2,00,000 = (VO) /1 2*eg_2,5,00,000557 5
S
Margin of Safety (C) BEP.I¥ £(B) Profit Volume Ratio (A)
e s d LUk 1400000 (D)
0§ 5158 901,00000 (B)
520,000 e 2130,00070 e 101,00,00053 -6
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BEP.UIY L9(B) Profit Volume Ratio (A)

=33 L3 UEee 1800000(D)  (Margin of Safety)§ k- $L2(C)

0§ 5152 02,00,000 (B)

S 9&@}-7
et X Y
Sale LB ¥ 3,00,000 6,00,000
Variable Cost d?_u:«fﬂ /:""' 1,00,000 2,00,000
Fixed Cost I 50,000 50,000
A I
Margin of Safety (3 BEP (2 Profit Volume Ratio(1
-8
Jo =35} S
2021 2,00,000 50,000
2022 4,00,000 1,50,000
S AR
BEPwJI¥ L2 Profit Volume Ratio (1

N5 §B e 535491600000 (3
S e ied L5 UTe 120000004
LA AL e B Ut 1250057 B0 b Sk 259

%}/800=algﬂf'lg}&/f}mJ)r’)chu?)OOa(gl]'!/f)c?LuSOOd/»]c%u 1 000=L5?6
e Gree S S A1 AUt e 520005 /355 /S e IS Il S E AL
AP I3t n17005 /S e IS S ol SEE P o fad e

SIS

&k e £ ce e P &gzi'%fzso&fz 4420208 e £ £i1-10

AU A, S4B L 120, AN AL
%}/3.00(}/}4&1};:4;511.00 =ulgljl/ch:¢:5/1c[J:K:d;5/4 =d£

0



LW St e ST F b 2208 A Ll A1 AL
oo S S} e nad F 43 220l e i L8P U AUl B bl
U F el 211,008 F o J"z&4&gjégg~o <
Lblsfe Jer Pl b AL et
LA Ut 71806 N do S unch) 21 E W 100 20se o 520 LKL
L0120 IR L1010 41es 310 e 320= skt
e tpeief S A /'u:i_moﬁ‘ b S w2y /:@Lé(-d?_}/l()di/}
LI I g S S LS

91



-9 65 % -9 6
(Break Even Analysis-II)

A2 L 3w

Introduction /31’? 9.0
Objectives #B 9.1
Meaning (x'” S0 92
Factors Effect on Break Even Analysis Jlfji,c!/:'!/,:u/’i;ﬁ,f 9.3
Make or Buy Decision M@Léjcﬂ)@k@/@g/m%uﬁw 9.4
Learning Outcomes éﬁdm 9.5
Keywords S8 45 9.6
Model Examination Questions aﬂ!r&@"w/ 9.7

(Introduction)/ﬁu;g"/ 9.0
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(Objectives) #¢L» 9.1
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-uf/ug.ﬂwkéé_/&wuﬂﬁéug{ﬁ .
S ol LD SaF e SIS

(Meaning)(}zfa” 5 9.2

vt $slr et sl &,«.TJZL?'/.: J 5&! d//ljug_u;?é/;ﬂb‘g"fi oty B (jﬁ S
A IIZ o Be b S S dn P bdaTgsd 2t & ot L B8 -
e b PO A3y} N K i1 e

(Factors Effect on Break Even Analysis) J’fﬂl’}‘/ucﬁ‘;,ﬁg:«f 9.3

Wil B by ol K U et S6 s e spd o o £ 61T 15
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Fol Sl > L uTeb 3 b Solsha eihor et Sotsiag, £ TAVAOEN" I
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(Change in variable Cost)&iuﬁﬂﬁ:‘:‘i (Fixed COSt)Cf@JB/-l
(Selling Quantity)=3s 5/ _4 (Change in Selling Price)d 47 =53 poed 3
(Fixed Cost)cflJuap -1

I st o L w2 iher St s P B st s 2 S 2
S 8 a2 I ngim A u‘{/,:Ln A2, ,/j, f;r/'c,»;.: ,:l/ﬂf’-uj ?I:fﬂ
it 15 T P b $31 LaF OX 56 N0 e U B e 35 Ut Sker ozl £
—e SO LI sia 2,

Eind Bl 3ot Ut Sior Lol U4(Total Cosier F e 3ot = J&7
Kn,iwu:év.frégﬁfnéuu@:(mal cOst)u;@f.»;Ju:J/wf“.su&/Lw-fn
et LS A e il e Tt e § # ph VL AU

93



SR(new) R
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b‘K;ufU %
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:(Change in variable Cost)& XS 22
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ol FC
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:(Change in Selling Pn'ce)g,{ K Shedsped 3
SR
Y &
- SR(new)
TC
— . ¢ \5\,\§
3 4
=2 4 7 ’ s
) #8 L 7P ¥
e
ol FC
X

3 d sl 432
J/Q;/K/’/)’ ol &5}/' cwg-‘g Jto Solk sl (71 V“CKL;{ JI,C!/"'U,: iy Jiﬁ(Selling Price) :»';) ;w:f
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bt S s pf Ubbs L e 2 Enlis JU:&ATU(JE}JKLJJ:&})&EJU}/,
e e S Be d v tesfud ot

FTCust TP FC Ut 31 e TS Bu Tt 2V OY st s i 1 F OX 1S
U b b i B2 ACE BL 3T F o I Foc 36 QTR AE T
Jz'a';l.{"/,:Bé@ 5Ll &»72’_/51 _Ju J(_‘L L"w(/ Phes d//.:;l(Sales RevenueG{J')bKTRc;
_‘gt/J‘le?,bﬁzt"c;&,/'uﬁ/l,&mg;’au{uﬁuk{%md‘wﬂ?
_u.?ZZ_)J/WLU);‘:{»uﬁJ,} &

Y& X

3,70,000 1,80,000 Jiee

1,30,000 1,20,000 = 2

1,00,000 50,000 o 4

2,00,000 1,50,000 bl A1

12,00,000 10,00,000 =3}
-ég/fdﬁéu;f‘;{u]»
BEP (2 PV Ratio (1
Desire Sale to Earn a Profit 4,00,000 (4 Margin of Safety-3
Profit when Sale x 15,00,000 y 20,00,000 (5

C
1) P.V. Ratio 3 X 100 = ¢ = Sale— Ve = 10,00,000 - 3,50,000 = 6,50,000
6,50,000

Company (X) = ————x 100 = Pv Ratio = 65%
10,00,000
6,00,000 . .
Company (Y) = 12,00,000 — 6,00,000 = 6,00,000 = 1200000 % 100 = Pv Ratio = 504
. Fixed Cost T
2) Break Even Point = ———
P.v Ratio
1,50,000 1,50,000
Company X = = x 100 =
65% 65
2,00,000 2,00,000
Company Y = = x 100 =4,00,000
50% 50

3) Margin of Safety = Total Sale — BEP Sale

Company X = 10,00,000 —4,00,000 = 6,00,000
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Company Y = 12,00,000 —4,00,000 = 8,00,000

M ] t
Margin of Safety Ratio = argtr;z{esafe 2 x 100
6,00,000 x 100=60%
Company (X) - -
16,00,000
8,00,000
Company (Y) ————x 100 =
12,00,000
e L L FE O
2021 2022
1000 Units 2000 Units
Sale @ 100 each 2,00,000 3,00,000
Profit 30,000 50,000
s
(Break Even Point) c)/’i; L2 Profit Volume Ratio (1
. Change in Profit
1) Profit Volume Ratio = x 100

Change in Sale

Change in Profit = 30,000 — 50,000 = 20,000

Change in Sale = 1,00,000 - 2,00,000 = 1,00,000
20,000 ) .
x 100 = Pv Ratio = 204
1,00,000

. Fixed Cost
2) Break Even Point = ————
Pv Ratio

P V Ratio =

Fixed Cost = Contribution — Profit =

Contribution = Sale x Pv Ratio = 2,00,000 x 20% = 40,000 = 40,000 — 30,000 = 10,000
10,000 10,000

BEP = = x 100 = BEP (Rs) = 50,000
20% 20
Ju =3y ) Oee i Je
2022 5,00,000 1,00,000
2023 9,00,000 2,00,000
BEPI 5502 PvRatio (1 -Zt_s’ >

_c‘;t'lggfia,u u(JgJLbZ:J“;'/c«JPVu:c«/r’d/g}lﬁé:)mlﬁdv;)

. Change in Profit
1) Profit Volume Ratio = - x 100
Change in Sale
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Change in Profit = 1,00,000 —2,00,000 = 1,00,000

1,00,000 . .
Change in Sale = 5,00,000 —9,00,000 = 4,00,000 = 200,000 x 100 = Pv Ratio = 25%
Fixed Cost o
2)BEP = L?S = Fc = Contribution — Profit
Pv Ratio

Contribution = Sale x Pv Ratio

L P SIS L 3 K U
Contribution = 5,00,000 x fTSO =1,25,000
Fc = Contribution — Profit = 1,25,000 - 1,00,000 = 25,000 OR

9,00,000 x 25% =2,25,000 = 2,25,000 —2,00,000 = 25,000
Fc 25,000 25,000
BEP = — = =
Pv Ratio 25% 25%
BEP =1,00,000

x 100 =

(Make or Buy Decision) 4% £ &4 7 = ML (J S gy tes® 9.4
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(Model Examination Questions) < Ul 3 L} ey’ 9.7

:éduﬁdu

- u:l‘lp(?nguJ_nJm}u? Wid b1

< bkl S S 2

e HNUnZ s e sl 123

< @UKJ_/ h,«;j SProfit Volume Ratio-4

< J@L’a(é_/ ?}j SDesired Profit_5
elir Sl bz A

e N 3 I 5522 S Lund B0

-é uy/ ":f" L (Margin of Safety)” U/&Q’l‘bﬁ
_é uy./ uﬂ?ﬁl.’g/}é( 7.5 -éjgwy};iu?fu /é"/,u}“"’” 4
eUrJelelin b
‘%,Fl,oo,ooo@@f’ ¢¢-/2,00,000 == E43s15,00,000 =253 S L]
o
Margin of Safety-3 (/19592  Profit Volume Ratio-1
Profit when sale is 12,00,000-5 Desired Sale to earn a Profit 3,00,000-4
2110000002086 3V F* L1050 = (e fed S o2
BEP(2  Profit VolumeRatio(1 &= _»*4f;
& 5,50,000 == P UL61100055 16 20l S <13
20100 2361371 2L 5,200061 5 p =
Margin of Safety(3 BEP(2 PvRatio(1 ZE_s’_~
&-2/3,00,000 = =TI ULK11,00,000 =35 1 24
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Particulars Company Mango Company Apple
Sale in Rupees 6,00,000 6,00,000
(=) Variable Cost 4,80,000 4,00,000
Fixed Cost 60,000 1,40,000
Profit 60,000 60,000
2L AU U
Margin of Safety(S” JJ-/J (3 BEP(2 PV Ratio (1

e d L8 S Pl 000002 Lo U
N §b 2515890100000 L U Udn(s
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Traditional Classification Ratios
|

I | 1

Balance Sheet Ratio Profit & Loss or Income Composit or Mixed Ratio

A A g 5
Wi {2

Ly i o Al

G SCed Lo Tk 130 udKE il §C Sk bW T s 162t
AT Lo aasdbalod HE /SIS L 2B S e hsbess Ui SO urdb S o’
SN2 o§ N K 25 E Ui I e SE St P Sus ol f ol
_ujéf,wéaﬁuLnL/‘}@u’vTKﬂde&;}

St st IS E E e §1 e U 2 K P I A e Lord Keynes
Ao e P LSl Akt 32 B b S S p eE Ladn L0 T K
Qb Ak 2 5L 1 2 LR E S S K B Jobett FL L T
NP e e S oDl A K e S e PPV AU B FL B
Y- O I 1 PPN Y
(Profitability Ratios or Analysis of Profitability s’ S e

el BSL e b LI e btk S S VBl U A A S K G 1
U#¥ 130verall Profitability Ratio.s/General Profitability Ratios u}'.*’) d/ (‘jb’-c‘-fﬂ latjla:’/ dy 1 J
e

Jf&lad/ — u.?“ g (L»”'iégd, je” U= 1:General Profitability Ratio .A

Operating Profit Ratio .3 Operating Ratio .2 Gross Profit Ratio .1

Net Profit Ratio .5 Expenses Ratio .4

S iz e s LBl 61253}  Gross Profit Ratior S G -1
LJL/uu/KZfb»(GLJL«.E,J(/-UQ,»?M’Giér/'wj;,u;w:‘Lu:c”’/}*,;tgu’lééft{w-‘gt/
et e S L5 e SE e (o B 635 ol S e Bt

Gross Profit

G Profit = 100
ross Profi Seale X

106



Gross Profit = Net Scale — Cost of Goods Sold
Cost of Goods Sold = Opening Stock + Purchases + Manufacturing Expenses — Closing Stock
_‘Lt‘//zlﬁfg}wz:uyn£&5}A!Operating Coste bl 1§26 =+ :Operating Ratio .2
/"(/;S@w]’u&)G:,g:dnf:wfuﬂﬂ'fé alguindwﬁwﬂ/ygﬁ C’.«Lg’]"u‘:ﬂj)’&j)/'
d.la Lguyﬁl&a/'/}lOperating Expenses c«lgli.i J/Q;/Kafjd-ujc«lg!}l d/@)/(ﬂl o/:;} u::’ d/
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o ol e 85675 2 L Usitot Gl e b 6 S AP Lt f
_Kn.iuuuﬁéb»c,gfu:gtgl/’wfnéi;g{uﬁébfﬁﬁcjwuﬁwm_%
Cost of Goods Sold + Operating Expenses o

Net Sale
Operating Cost
= x100

Net Sale
/(Abnormal Losses);«L‘Lﬁng/{'(Financial Expenses)c«lglﬁ&ytuﬁc«lgi].!Operating 2y
LT S
SIS e LS aF JOperating Expenses < (* =33/ :Operating Profit Ratio-3
r/ c,;»j(f;ﬂ_‘a t‘//; U:':’/beu.v/; L_"«?;/ J(A!Operating Proﬁto{jd-wti(Operating Profit)

~<b 0 3ol X Operating Proﬁt/.:Ln{algl]'!_‘at‘//;w:’/f;//gﬂ{d/
_ _ _ Operating Profit
Operating Profit Ratio = Sal x 100
ale

Operating Profit = Net Sales — Operating Cost

Operating Ratio =

Or

Operating Profit Ratio = 100 — Operating Ratio
S F e AL P 8 o) P15 2 L =2 :(Expenses Ratio)es (bl 714
Y. RSyt NIy SN N NSNSy ISRE N VAN
L=lol 71 ?in_c‘_&Lu LS G s & et P 25 S b 6 B 6 ol P U s
e Qe e A s e
Selling Expenses or Percentage of Administrative Expenses

= Selling Expenses / Sale x 100 or Administrative Exp. / Sale x 100
‘gglgd}é?/@?é}iiul(ggngbufuﬁéb’/?Ln:«Jui;wJw!ui’ébf@'gn(ce) 'Ly
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F Ll by n Lesspn B P, (Net Profit Ratio) e ¥ Gk P65

L;A;ld/gut{‘d/m&:&’%/;_%L"n,/k”,wég,vt{éb»uduu:&;},gjjéwuu_+t/ﬁw/
J/ﬁW/J;//Ksz@%MJ;f,_gjjz_n/f"&fmQy»KJg/l;u?;ngm_‘Lwﬂv{i,i
EN PRy -y Y I PL e[S P Y T VT S SRSy NN AP T PV i

_ujZ_lgc»J_&’Lné/}jla/,:L/J};’é%wﬂum;z:o/;/réfi

Net Profit

Profit Ratio = —————x 100
Net Profit Ratio Salo X

_La&lgd;é}':’/o{jui;!::«j

e o A o8 g 5 e

=l ﬁ“/ = lled ﬁ/
To Opening Stock 50,000 | By Sale 10,00,000
To Purchase 2,00,000 | By Closing Stock 1,00,000
To Wages 50,000
To Fuel 1,00,000
To Gross Profit 7,00,000
11,00,000 11,00,000
To Salaries 1,00,000 | By Gross Profit 7,00,000
To Office Expenses 1,00,000
To Selling Expenses 1,50,000
To Advertisement 50,000
To Net Profit 3,00,000
7,00,000 7,00,000
s
Operating Ratio (3 Net Profit Ratio (2 Gross Profit Ratio (1
Administrative Expenses Ratio(5 Operating Profit Ratio (4

Gross Profit 7,00,000

1) Gross Profit Ratio = —————x 100 =
Sale 10,00,000

x 100 = Gross Profit Ratio — 70%

108




Net Profit 3,00,000

2) Net Profit Ratio = ————— x 100 = ————x 100 = Net Profit Ratio = 30%
Sale 10,00,000
. . Operating Cost
3) Operating Ratio = cale x100

Operating Cost = CGS + Operating Expenses

CGS = Sale — Gross Profit = 10,00,000 — 7,00,000 = 3,00,000
_ugz_//Lﬁuﬁcfuu@’47/_5/w»’u4¢,55)/,16;5;d®1 4':(/

Operating Cost = CGS + office expenses + selling distribution Expenses

7,00,000 = 3,00,000 + 4,00,000

. . 7,00,000 a
4) Operating Ratio = x 100 = 707
1,00,000
0] ting P it
4. Operating Profit Ratio = perating Proft x 100
Sale
=100 — Operating Cost Ratio = 100 — 70 = 30#
5. Expenses Ratio =3l 1

_LL@@M..,/MDJDJK@},{M_‘LW(/JLz?L_w')/' KJ;W&LL/?/MJQ@!}WL/Q;/K
Administrative Expenses

Administrative Expenses Ratio = Sale x 100

_uja"./'/zkﬁufJ/Wu’};),:i/d};u:lu}!?ﬁ-uj:édjb”dw}!/d/b#d};;

2,00,000 )
=———x100—-20%
10,00,000

£ 2,10,00,000 =55 22Uk S s 11 J6
-ég//dVJJG/:ldV(B%}’Ofﬁce expenses = 2,00,000, Cost of good sold = 6,00,000

3

Gross Profit

1. Gross Profit Ratio =——x 100
Sale

Gross Profit = Sale — CGS = 10,00,000 - 6,00,000 = 4,00,000

. 4,00,000 . .
G P Ratio = ——=x100 = Gross Profit Ratio = 404
10,00,000
Net Profit

2. Net Profit Ratio = ——x100
Sale

Net Profit = Gross Profit — Office Expenses 2,00,000 = 4,00,000 —2,00,000
2,00,000

N P Ratio =——x 100 = Net Profit Ratio = 20%
10,00,000
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(Learning Outcomes) CCdLﬁ’/! 10.5
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(Keywords) L‘L&Jld/gg 10.6
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(Model Examination Questions) < U3 (}l?',&}"; 10.7
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erJeleln s
S et Ly Sy P U
S SUs (P2
Bl 5L IS el 1SN 3
S S b n$ U 4
_EEyfersfus s
S B el euI L S5

«&311,00,000 & 41ee2,2,00,000 21ed2,3,00,0000 2.7 S bee220,00,000:53

<l ,O0,000JJW&'}&)/‘ ‘é3/2700,00003’5;‘93/ 1 ,OO,OOOJ;L«E/‘J};)

_é?/u.?’]u(ébﬁauL}/E_LA/C%J/Q{“ZL)JJ}J

Particulars Amount Particulars Amount

To Opening Stock 50,000 | By Sale 10,00,000

To Purchase 30,000 | By Closing Stock 50,000
To Wages 2,00,000
To Fuel 50,000
To Carriage inward 20,000
To Gross Profit 6,00,000

10,50,000 10,50,000

To Salaries 50,000 | By Gross Profit 6,00,000
To Office Rent 50,000
To Selling and Distribution Expenses 50,000
To Travelling Expenses 50,000
To Net Profit 4,00,000

6,00,000 6,00,000
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(Introduction) /5;7? 11.0
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(Balance Sheet Ratio) J?J&/“&;J& 11.3
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e it Lt IS U letgg,f."&fngm,;’,iw Fo 5 Lok S
-4‘-L*lgt"/(:”’“u:u;ﬁ&.dh&«ffuifj
:(Short Term or Current Ratios)d..:"j uwg&odf
"/‘QJ,:-UZTJJEJ&AJofguji:Uﬁd’;//gw:{;&.}”k&ﬁ(&ug/l;gblﬁluluéﬂy/gﬁu}"j@l
_‘aﬂ&ui‘d}/u}rj&gJ:G(cwg_u;z!_//;wf;ér@Jf’"d/

(Current Ratio) U5~ Ul i

(Quick or Acid Test or Liquidity Ratio) =§ AdL- i

Absolute Cash Position Ratio Ali
:(Current Ratio) u.?d Ulas d

S1-urE(Current Ratio)ee Utsd el disd o2 e L Ugts w5 1015
i/ pl’"f ot QULda K ,'/'_ujjé ¥ (Working Capital Ratio)e? (S A~ =’
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L E_Lgﬂflacwfj,//“é./n“ LU}’J'}M}'UU/}Q}?f’iUi}/-L&lﬁd/_«)}c«r’j,«ié
4 ’/ ¢ ~ @ Cad ¢ . 3 4
—e bl Tt R0 1 sar b Utss

. Current Asset o
Current Ratio = Or Current Asset : Current Liabiliries

Current Liabilities
Ubs 3 Ulsssd_B1Uls L ugju;,;'uu,//itﬂuu;/ = el
b Ul U é/d;i S SR s & b &L}L Y Vel Je (l/" < *Current Asset)d_t Ul
(W.LP) £ & » £ §Az Juo 2 5¢Sundry Debtors e sl 2lse S5 U ne S8 U2 A Lt &b
u?wulm /,-f J/Uﬂg «(Short Term Investment) 22 j!&,o Jfﬁ. <£ biu@hMarketable Securities
-u;zut‘lf»(?ugzi
b w é:L/[}.’fy /uf’/“ J)‘/}‘Provision for Doubtfuljj!'&}c/ﬁ’c J<Debtors(1) —:& ¢
_ngyp!LL/Q%IJ}}”;JJJ:‘UI@U(Z)
(Current Liabilities)ULgb.u’Ulu
J:L’“‘Jum_,»,u,_w;{upu,sumufm[}ﬁ«mJu“uwidvﬁyu{mugm,srwél
Qi :(BOD)K“ J f S8 A1 e e J’ L/ $Us Creditorse X3y Q& bs1e b3 Sy S wde P
_wu“ftfnﬁwgd/ U3 laselol 71
:(Quick or Acid Test or Liquidity Ratio) s’ ué Al i
-t e G e N St S 6 2o 59 SEEebi#1da Frper,
PNE e /u’! Jw o101 :,«,»j,:-‘L l:’/(/;U;/JL;L ', L(Quick Asser and Quick Liability)
St n el b1l o &S (Pre Paid) €11 si(Stock)s F3 Ut UTEIUI -
-L"Lgtfuf/?fuy“?mu%/m/fsutu?w
:(Absolute Cash Position Ratio) s’ J DS 32’7 op Aii
w2 As K ot P SSB EE S e i1 e S S 20 41 B AN
deIé@:”/O.S:14/}1’(u-+én’&¢)fuﬁLﬁ;ufug;t;,;ut,/;&+t/ﬁwﬁiﬁJdra?
(:'(«u.,{u,qu1u_<‘_t~n/"¢fmﬁruﬁjg/f“JSOZﬂ;f“izia’_ﬁ;’:guu{id’ﬁ:c‘_m?tuy%
LSS S S B 2 S A e § B S e
=(Current Liabilities)ugzl;,»;'uuu;i_4"_4?_5/6,00,000=(Current Asset)j_ L"IUIML(}{,{I:J?'

_E s e Ui e 2,00,000
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Current Ratio = Curren? AS_S(,%_ - $00000_ 3:20r1.5:1 F
Current Liabilities 2,00,000

e FSeF S s Lt 2t
Particulars Amount Particulars Amount
Share Capital 1,00,000 | Cash in hand 50,000
Bills Payable 50,000 | Cash at Bank 1,00,000
Creditors 30,000 | Stock 20,000
Bank Overdraft 20,000 | Debtors 1,50,000
Debtors 1,00,000 | Bills Receivable 30,000
Profit and Loss A/ c 50,000 | Investment 50,000
3,50,000 3,50,000

A ey

Current Asset

1) Current Ratio = .
Current Liabilities

Current Asset = 50,000 + 1,00,000 + 20,000 + 1,00,000 + 30,000 = 3,00,000

Current Liabilities = 50,000 + 30,000 + 20,000 = 1,00,000
_3,00,000
" 1,00,000

2) Acid Test Ratio =

Quick Asset
Current Liabilities

Quick Asset=Cash in hand+Cash at Bank+Debtors=50,000+1,00,000+1,00,000=2,50,000

Current Liabilities = 1,00,000
2,50,000
=2.5:1
1,00,000
—e LR IS Ut s U m‘ﬁ‘ml Stock4(Quick Ratio)Fres 5 S1ad
Absolute Cash
Current Liabilities

Quick Asset =

3) Absolute Cash Position Ratio =
Absolute Cash = Cash in hand + Cash at Bank + Marketable Securities

=50,000 + 1,00,000 = 1,50,000
1,50,000
1,00,000

Absolute Cash Ratio = 1.5:1
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(Significance or Importance of Liquidity Ratio)ett§ Ui+ & G Lt (1

ol S 0u JSGLJpJ{Qr/'J.?jub/-‘L&lg&E:/ﬁ!égd/uﬁ’juﬁ/@uKLbLﬂf/z
2 o (0 GMargin of Safetyb & (b 4o 0S8 5 =2l S E1 A S gt i gt 2 S
S S st Tt S P Qb B I Skl f e 3Tt S Eid
Bk e §S S o S5 S ar 558 58 CAIUTEI Ut g bl U S v Ot
SH S A L 1w $r2r §683a e -2 T 3 uE (s U
ik
:(Long Term Solvency Ratio) U $nir(af# (2

S 3dadk# L put - A1 sl § coalet B0 Gl #

LJ:}&LﬁﬁJu}rJ&),Jj;b-aat“tgggf,"mgnwsum/mu?tﬂf‘”uﬁgu_‘aényua
LS Sty )
_wiﬁélikﬂluﬂalfww;d/ﬁr&xiji(}ﬁuf*jufuik
ngéuf‘“ﬂ»dk/u?ﬂfd%uiwméu}@t@»djkir}%
-wL/yu;Jétf&Jh,;ug,?mf“ér/'u%"&wﬁh%
it S el § Frdibad # S AU ud e
:(Features of Long Term Solvency Ratio) wler® §Us i alt#

i e ler? A Lo dult b
L S el § a2 L pUE Bud 1
_g_j“?d“_/'//;w:(;‘aﬂl.’x'“l&,«.J?éu’bﬂ,}h&xd?&,’}ﬁ&xd;}’-2
_uga“_/um;/ﬂuﬁﬁ"(@“t/(}uf")&,odkﬁ
L TR UL U = P QUGad 2 £ pU Bud # o
et S S I Ff tEtols U I 2 E PSSP Qud p I U Ess

.2 s

(Calculation of Long Term Solvency Ratios) _,:w{ J U Sniir da J: S 11.4

el QUi # A AL oo QG S S et Z e B0 L JUE
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e b o S E S WG ad # Solvency "3t S S Gu b L LS oS
_‘Lt“nw;/o!/!&uc:}’uu:gjgéogmff:mJ;m,u_»,tijjad,gigf/f'ﬁuﬁwu’fu/
b d s’ U G A A1
< CL3Us 2518 hare Holder Fund 238 Usts #° L Owners u:gtér =+’ . iDebt Equity Ratio.1
Internal ¥ Uasls u‘j_‘at’//;lﬁf JQLW_@LL uy‘uc':(Borrowed)uz/“Z{: J’ila
Debt st £ 1-r 2 (¥ External — Internal Equity Ratios e e A% 1-t & Equities
e QP G212 L 11 2E F to Net Worth Ratio

Long Term Debt External Fund
r
Share Holder Fund Share Holder Fund

,«/:’/&«H‘u’i Q’/:Ld}bﬁﬂ}g-‘a Cl Lr‘/JU? J~Long Term Debt/gf} L},c J?:Jf@ri’f
L"U-/External Fund,:uﬁc«/r‘&i_uj'@uﬂ/?éuﬁ?L?Lf//ug/l),u’uluuﬁuz} LL' J,}qu/(

Debt Equity Ratio =

-
External Fund = All Long term & Short Term Liabilities
Share Holders Fund = E.S. Capital + P.S. Capital & Revenue Reserve +
Sinking Fund — Losses & Deffered Expenses

L sz bdBigpn L e P Lo LP7Ti S o S

SPGB S SEU P S NSl bl st AT L AT b

B P oEL as P
F/J"ka,u{ LL/Q}T/(Deffered Expenses)elol 71§50 sl e bl o 25 235 éu;/mfﬂ
-uj:éNet Worth[

u‘ﬂ}?‘g;‘{)(’?l u{idb&//gw;{;{w&yb&o J u((/:/ :Proprietary Ratio or Equity Ratio-2
gfu/’éﬁdLuuuﬂiLd};jufuhﬂuapw,_+3/ﬁw/y£u3w 1358 sl
e e $L S QN H P e b S aB S A
Share Holders Fund or Networth
Total Assets

Net worth = Equity Share + Preference Share + Reserve — Fictitious Asset

Proprietary or Equity Ratio =

Total Assets = Fixed Assets + Current Assets (Excluding Fictitious Asset)
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L b ZLules Z U1 F s(Outsiders Liabilities)e b -2} &3 e+ - ¢ Solvency Ratio .3
u(ujf'l fa«y}d-uj:é‘f’{Ratio of Total Liabilities to Total Assetst! iu’lc‘a J//:Un’/g}b}
-ujLMang;&ﬁp b3l u}h/.;’ﬁ’_ba V//;LE}’/,W.’: L:«lg.b/“ G;A'Z“LJ}"”‘ HEa7

—e B b 2 4 S100-Equity Ratio-c w7366/ 7 Ui
Total External Liabilities

Total Asset
OR 100 — Equity Ratio

Solvency Ratio =

yL’)Z__lgL.EU.LfALJﬁLU)J’}W/}’th‘"g}x’/&{)d ‘Fixed Asset to Net worth Ratio .4
e S B L A U5 e 58 L s PP LS P S U T e Pt S
u%nf"f‘at//;w,}%nﬁ;100»@3&@4Lnf¢;1j:5ziuuuwj:,;’w,&qfu?w -
L Ui e F Ui(Working CapitaD A8 F1 £ $at 58  usms PP L L sui§
76 228w S e 10072 b sl 2§ L unts P mimse S U F D,

ui‘d,g]'u(ujb"!dlyffg/

B ST VPR 13- IS

_ _ Fixed Asset (After Depreciation)
Fixed Asset to Networth Ratio = x100
Share Hoders Fund

/,:uh}“:"/ A7 d/ ujt"‘l J&A M ~ ‘Fixed Asset to Long Term Fund or Fixed Asset Ratio-5
iu’!ch/JWlu?,:L/yiﬁujf‘Ulyu?g@id(}"t'«'-cb_t'/’//;lﬁ:’//lﬁfd/,t/z“édf’b
e T Gn /0,67 4 e (i B e 12
Fixed Ratio = Fixed Asset
Capital Emplyed

Capital Employed = E.S Capital + P.S. Capital + Reserve + Long Term
Liabilities — Fictitious Assets
J uﬁ: I J =l 7 IJ@V > j uré:( S ~ ‘Interest Coverage Ratio or Debt Service Ratio-6
_i;b/ﬂw/&fwu(ﬁ!;lJ)k;dﬁébﬁﬁ:ﬁ‘.b’//;lﬁ/&fuﬂ
Interest Coverage Ratio = Profit Before Interest & Taxes (PBIT)/ Fixed Interest Charges

_i;blgttd/?»/g/6/€§;(}nﬁ{i£(/.ca;v)éal/?ub(lo
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:p,»?ll#d/ Y d/ sl :4?11'46/ g,?: I3 J i‘é’;jﬁ/ Ul u"ﬁ é}'w ~ ‘Dividend Coverage Ratio-7

_‘Lb'/ /;U;/
AU b eSS dbos
Particulars Amount Particulars Amount

Equity Share Capital 1,00,000 | Current Asset 2,00,000

(Q) Preference Share Capital 50,000 | Miscellaneous Expenses 10,000

Reserve 4,00,000 | Fixed Asset 2,00,000

(U) Debentures 4,00,000 | Machinery 4,00,000

Current Liabilities 40,000 | Building 2,00,000
Provisions 20,000 | Furniture

10,10,000 10,10,000

1) Debt Equity Ratio = Long term Debt 1S

Share holders fund

_‘Lt//;w/wuyﬂﬁ:,L/Lumu“"mu"}&gfjw,
Long term Debt = 104 Debentures = 4,00,000
Share holder fund = equity capital + Preference share Capital + Reserve + Profit and loss

- fictitious Asset.

1,00,000 — 50,000 + 4,00,000— 10,000 = 5,40,000
4,00,000 _
5,40,000

Debt equity Ratio = 7:1

-cb,t'lgy//rd &{jd/‘@/&{jDebt equity 2:1
Proprietors fund or Net worth
Total Asset

2) Proprietory or Equity Ratio =
Proprietors fund = Equity Capital + Preference Share Capital + Reserve +
...................................................... - Fictitious Asset =1,00,000 +50,000 + 4,00,000-10,000=5,40,000
Total Asset = Current Asset + fixed Asset = 10,00,000
5,40,000

i 10=——=0.54:1
Proprietory Ratio 10,00,000 0.5
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£l S wi,%»ﬁ,’u_‘gr/ S e e s LUIISE L fnl e Custs 7 e

3) Fixed Asset Ratio =

Fixed Asset

Capital

Fixed Asset = 8,00,000

Capital Employed = Shareholders fund + Long term liabilities

=tk

= Equity+P.S+Debenture—Fictitious Asset=1,00,000+50,000+4,00,000-10,000=5,40,000
8,00,000

Fixed Asset Ratio = 5.40,000 =1.481:1
_‘ch SeEU TS
Particulars Amount Particulars Amount
Equity Capital 6,00,000 Building 2,00,000
10% Preference Capital 3,00,000 Machinery 2,50,000
Reserve and Surplus 1,00,000 Plant 2,50,000
Profit and Loss A/ c 40,000 Furniture 2,80,000
Share Premium 20,000 Debtors 1,80,000
10% Debentures 4,00,000 Bills Receivable 2,00,000
5% Mortgage Loan 60,000 Stock 1,20,000
8% Mortgage Loan 60,000 Cash in Hand 1,20,000
Creditors 80,000 Cash at Bank 90,000
Bills Payable 80,000 Prepaid Expenses 5,000
Depreciation Fund 1,00,000 Preliminary Expenses 5,000
Good will 1,40,000
18,40,000 18,40,000
SRS
Absolute Cash Ratio(3 Quick Ratio(2 Current Ratio (1

Fixed Asset to Net Worth (6

Propretors Ratio (5 Debt Equity Ratio(4
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Solvency Ratio (7

. Current Asset
1) Current Ratio =

Current Liabilities

Current Asset = Cash in hand + Cash at Bank + Prepaid Expenses + Stock +
Bills Receivable + Debtors
1,20,000 + 90,000 + 5,000 + 1,20,000 + 2,00,000 + 1,80,000 = 7,15,000

Current liabilities = creditors + Bills Payable = 80,000 + 80,000 = 1,60,000
7,15,000
1,60,000

Current Ratio = =4.46:1

Quick Asset

2) Quick or Acid test Ratio = —
Current Liabilities

Quick Asset = current Asset — Stock — Prepaid Expenses

_‘LgufJLﬁuy?mﬁ’muﬁ}uﬁuﬁﬁu&]
Quick Asset = 7,15,000 - 1,20,000 -5,000 = 7,15,00-125,00 = 5,90,000

. . 5,90,000
Quick Ratio = =3.69:1
1,60,000
u’;cw:)ug/’a/.Jg‘Ld///;lﬁ:(;QJ(}c«yjo)gjau’i-‘at'lgttd/.l,v:’/l:1 c««,vju‘:}'/’ub(la

-‘Ld/ﬂw/u’ggcfd/(/'
Absolute Cash
Current Liabilities

- Absolute Cash = Cash in hand + Cash at Bank + Short Term Investment +

3) Absolute Cash Position Ratio =

Marketable Security
2,10,000
1,60,000
-‘Lt'(gtl-d/&b‘/&{”;d/}; u(dﬁ](Absolute Cash) 70.5:1 /,:ub(b
Long term Debt or Outsiders fund
Shareholders fund

Absolute Cash Ratio = =1.312:1

4) Debt Equity Ratio =

Long term Debt = Debenture + Mortgage loan + Creditors + BP

=4,00,000 + 60,000 + 60,000 + 80,000 80,000 = 6,80,000

Shareholder fund = equity share capital + P.S Capital + Profitability + Reserve +
Share premium — preliminary Expenses — ficratious Asset

6,00,000 + 3,00,000 + 1,00,000 + 40,000 + 20,000 + 5,000 — 1,40,000 = &,15,000
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6,80,000
=0.834:1
8,15,000

Proprietor fund or shareholders fund or Net Worth
Total Asset

Debt equity Ratio =

5) Propretory Ratio =
Propretory fund = 6,80,000
Total Asset=current Asset+fixed Asset or total asset —Preliminary Exp—-Goodwill

=18,40,000 - 1,45,000 = 16,95,000
6,80,000

Proprietory Ratio = 1695000 0.401:1

Fixed Asset
Net Worth

Fixed Asser = Building + Machinery + Plant + Furniture — Dep fund

6) Fixed Asset to Net Worth Ratio =

=2,00,000 + 2,50,000 + 2,50,000 + 2,80,000 = 1,00,000 = §,80,000

8,80,000
Net worth or Shareholders fund = 8,15,000 =
8,15,000

Total Liability to Outsides
Total Asset

=1.079:1

7) Solvency Ratio =

Total Liability outsiders = Long term loan + mortgage loan + creditors +

.. 6,80,000
Provisions = 6,80,000 =———=0.401:1
16,95,000

(Learning Outcomes) Uldlﬁf' 11.5

oo s UL S LB O o L L s [ L3S oot Bl 2t

SE e bl 6 U N L TSN b S WL 2 eSS
Lkt E U U A Lo A1 dud b da B e sa§ e
& S(Current Asset Ratio)es Ulsie f Qo o PSS LS o S e du
LS S B bla it Lkt 5o o =P U 4Quick Ratio)es’
Alizs e §UTE e Sush P AW £ s s Lush P e bblf o Ui dut b

_Q,?L/uy:’/di/’//(&,cd;b4’1/@51(@?"):-0.7;}&)8,4@:)’
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(Model Examination Questions) < Ul 3 L} e’ 11.6

:éduﬁdu
-t Hedur a1

-t u:‘@d/u}r’ﬁ;,dkz

-t d (S Turn Over Ratio-3

< Lokl fDebtors Turn Over Ratio-4
< Jyl.-%é_/ ._.Aj J/Current Ratio-5

elr Sl bz A
?‘g;l/garfﬁu;.’j-l
_Zf;wu;_ba;l/y/aui*j&ong
St Lo dad$ 3
Sl e Ui S 4
ey Jel ez
e n L e § I muse Ui
_EuSea$ur b
E_ e salendIL st
«&2/1,00000= 71 <&_2,1,50,0008 47 «&_2/10,00,000=33
&2/50,0005A2%5 F¢¢_1s1,00,000081F  «&250,000” 4!
& 2,1,00,0008 28 1S cg 250,000 1) ‘?L}JSO,OOOJ/W(}A;J
_gb',/uf’ﬁd/él?cu(;{c«MZL:uij_S
%);1,00,000/:«""? r?L;ﬂ,O0,000 Cash of Goods Sold :%;/2,00,000;95;/'
%;;50,0006%»//'c%uS0,000};::,l/ 2200000817 2s1,00,0006 42431
E AU e salend L S56
%}/50,000(,?:!;1@@: «&—241,00,00005.8 % «&-2/50,00088 = £,

¢-121,00,000 (Creditors) Ao «¢-4,2,00,0009 Y& «¢-4,2,00,000 (Debtors)fr¢] s
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«&-1/1,00,000 50215

«2_1,50,000 (Bills Payable) kil —21s

&150,000 230581
-Z;?/(Current Ratio)u?.“juwau Jal&éﬁéd:'ﬂ

Particulars Amount Particulars Amount
Share Capital 3,00,000 | Cash in hand 70,000
Profit and Loss 50,000 | Cash at Bank 1,30,000
Creditors 1,00,000 | Furniture 2,00,000
Bills Payable 1,00,000 | Machinery 1,00,000
Debentures 3,00,000 | Bills 1,00,000
Reserve 50,000 | Stock 1,00,000
Debtors 2,00,000
9,00,000 9,00,000
gL WS-8
Trading Profit and Loss Account
Particulars Amount Particulars Amount
To Opening Stock 50,000 | By Sale 20,00,000
To Purchases 2,00,000 | By Closing Stock 20,000
To Wages 70,000
To Carriage inward 50,000
To Fuel and Gas 50,000
To Gross Profit 16,00,000
20,20,000 20,20,000
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To Salaries 4,00,000 | By Gross Profit 16,00,000
To Office Rent 1,00,000
To Advertising 50,000
To Depreciation 1,00,000
To General Expenses 2,50,000
To Net Profit 7,00,000
16,00,000 16,00,000
Balance Sheet
Particulars Amount Particulars Amount
Preference Capital 1,00,000 | Cash in hand 1,00,000
Equity Share Capital 2,00,000 | Cash at Bank 50,000
Reserve and Surplus 1,00,000 | Debtors 3,00,000
Profit and Loss 2,00,000 | Stock 2,00,000
Debentures 2,00,000 | Bills 50,000
Bank Loans 2,00,000 | Preference Expenses 1,00,000
Creditors 1,00,000 | Furniture 2,00,000
Bills 1,00,000 | Machinery 2,00,000
Bank Overdraft 1,00,000 | Good Will 1,00,000
13,00,000 13,00,000
s
Absolute Cash Ratio (3 Quick Ratio (2 Current Ratio (1
Solvency Ratio(6 Proprietory Ratio (5 Debt Equity Ratio (4
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U 1234

(Activity Ratio)

121 L S
Introduction /31’? 12.0
Objectives #1201
Meaning and Definition 4{/7131(}:'}‘;6’/ 12.2
Importance of Activity Ratios eASUSIE 1223
Learning Outcomes éﬁdm 12.4
Keywords 50648 12.5
Model Examination Questions aU!/L}G"! < 126

(Introduction) /f;z'? 12.0

4 Ju?-wé/d‘uat)ﬂ”ﬁwéu}r"@» Jj%d:ﬂ’;_;wtugm L
A (st aTE S TIPS $ e 5 e (i IS Ls K
J&uj&tgéjLJL(ucﬁuﬁu,/l;uéL@d/wguW-ugunyrwiﬁgjwLa{)J
2ol 8 SH A et I A s 2 et L LT s o il
J!‘{JULJ?L}’ZC'EUJ’)}#Uﬁ/gugéjwiLJ’ch;o/:é}&/gU:QEJ}ﬁLUéJUKJJ/
Sy Pl e Ly fay P Moot B\ A\ LB N Kt s TG L Lo S
SuteIF Qe L U1 Z(Working Capital) gl KU f 2w Urs$d eld )
I U Qe SFAEL ) e Eidladt # L L2 e Qe dSh A 167
LGS P e L i S A S - e U S st LU Guf s

(Objectives)4#» 12.1

S LS eI T ol e L3

126



_Jf/yu,(f(ﬁ,g”.ﬁu;ﬁdu .
_Jf/ulf./q;uuggzud/u}rjdu .
Sl e L i s

_u:ﬁ/yu,@{;g)La'_/,,//uun(uuiu}?dw .

(Meaning and Definition) «% s/ rr/" & 122

:dl./%uf:bl; Gros S s pag FeUdsls wie 2614 P uju:"fjﬁu)l.»”wu u:/g,/w:i”'du
S Vot 2 £ 035 Unde §91 080647 S0P 7 L U 2
S N -t QoS P oo LK s Ui QNS LU S S 6 e
_wéfugué/gﬁ/%dw}!gpgwdwﬁlszw}'u-u:zL/ﬁwfdl.&tLumld’/wd‘u/(}

e N L e B 2kt m o Ku?wum&“}-auﬁ“ﬁu@/d@?ﬁfwf‘jdu
A s donl AUt Gl Ut e Fomi3F S Z3emess 33 S et 2360,
A LG Gs¥ eldie P e Qe ST T Em83 8 ald s s f don-cba 2657
LI g8 P e ba ot e FopSE 2L P S (ot gt Ut En S e £ L s 6
U Y f us? L < Jna ol e et S Aostadss oS
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(Importance of Activity Raios) «%/ Ju}’:."’jéb-; 12.3

/t.d/géj}'Lu}?’)u’_‘a(}/ﬁ:‘{.ﬁ(}?d/du’Lo/])/él&)/gkr}ﬁgjjw:}jd/rﬁﬂ'ugJ‘-/’dlﬂ'
630t A Eiibres S S eld b adssSeld s e ‘e3sfrn b U Lo p s L
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:(Activity Ratio or Current Assets Movement or Efficiency Ratio):«r? b( JJ/)KJ uj L‘luwwb?
25 L U S Activity Ratio- Lt/ bl it 25 Flsblone ot B
UL S1urdd T A0l b Ut EUTE U e Pl e LT oo §
J; S ot 2:'1/ uﬁ{ Velocity Ratiol Performance Ratio uﬁ( sk Z,u’ I~ ¢ Z:i/ u/{ Turnover Ratios/
rded o’ U YA
Debtors Turnover or Receivable Turnover Ratio (2 Stock Turnover Ratio (1
Average Collection Ratio(4 Creditors Turnover Ratio(3
Total Assets Turnover Ratio (6  :Fixed Asset Turnover Ratio(5
(Stock Turnover Raﬁo)@}‘d/&i Ja?:/d/oj; (1
e e U 2NN P LI Lo e Aot e oo s 65 26 oo 1
8t b B80T 2GS 3 timet soa tanail L L po 3¢ obie
LA s otsa b f6d s p e ass 7 e P ol e b darbe
ce bl a S bl L s
Cost of Goods Sold
Average Stock
Cost of Goods Sold = Sale - Gross Profit
Opening Stock + Closing Stock
) 2
/,:Ln;()‘”og&@l Joj;'-c‘-w“u uﬁb’alf?/c»’;/' f/,:Ln,.:(:l’”Cost of Goods Sold

Y-S 21V sTtivd

Stock Turnover Ratio =

Average Stock =

{(Debtors Turnover or Receivable Turnover Ratio):wr? d/ dr’;g( 'j JeJe]s ¢
-0 el 3K L UrosS el e f ol 8 S a3 p E ol S A LB 2t
;lﬂu(dﬂ; JQL}/4&5}/L¢)! JVUI/»X-:{.(}//;W/JW uy/;zi&,}/,u /l;u”’;(Debtors)cw:fj

_ﬁ;btggjélc,u u(JngLJJ/&{JJ;«L}/;/UQ’)_Q'_&//;W/
Net Credit

Average Debtors
Opening Debtors + Closing Debtors

2
Trade Debtors = Debtors + Bills Receivable

Debtors Turnover Ratio =

Average Debtors =
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—e bV Uil i Debtors (1 1o s
-%lgt/u’jgzﬁfuﬁ;LbﬂJ)’g‘auﬁDebtors ¢)
.:«Vdj.l,v}’/c«v’;/ 12L~1o/?»b(u_+3/ﬂw/u¥gJ&,}/,lJ;/CK/“KJ«»%.:,,%{»

u‘;L’szlb'}l _:,,‘.Jé,u_% L”//;lE/Jﬂ) J&L}/;/Dt’l(}uﬁ JL//,::)E/' Aol (}Jj_‘a L"l.py//r‘.}
YIS

(Average Collection Period)< 4 J drbmsf J Sy

Les ZZ/.:&;/'/W! (}’z{:‘a L"//;U:' e u;/;w? d/dﬂﬁ Jal.}/c(Debtors)J:}"{,&:);Lwl :«rj,:

-Lat'lgg/r‘j@f"jd/kv/uﬁ6L"30/,:/)b(lp-‘at”//zw:(a,ou’l:n&n“fibat}/uﬁax
_ _ Number of DaysinaYear
Average Collection Period = ,
Debtors Turnover Ratio
OR

__Trade Debtors
Sales Per Day

OR

__ Average Trade Debtors x No.of Working Days

Net Sales
OR

__Average Trade Debtors x No.of Month
o Net Sale

L P 3656360 st e

(Creditors Turnover Ratio) ;‘ d/ ﬁ 3] J F /LI;J(S

sl :«;“),:o}w LJLC‘, &U-’/Jw L YO z uqi;l J&L}u;l Y47 Aol c«;*),:

d/gv/u;sou:(ym”gjcwgw124/)5(&-4‘-&//;@/&19@,«fd;iéﬁmJgh,ﬁ/’dai
-‘gt‘lg&f/!‘ja,«.

_ _ Net Credit Purchase

Creditors Turnover Ratio = -
Average Creditors
2 p ¢ Period No.of Days inaYear
verage Payment Period =
g Y Creditors Turnover Ratio
OR

=Trade Creditors .
, x No. of Working Days
Net Credit Purchase
OR
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__ Total Creditors

= - x 12 Month
Credit Purchase
Opening Creditors + Closing Creditors

2
Trade Creditors = Creditors + Bills Payable

Reserve Discount on Creditors-Z b/ 5 ool d,gi.f/?’%);/ﬁ SGu7 Aol
K2 LW X3 F e JiCreditorsss £
(Working Capital Turnover Ratio)l (| Lé’. £ Gk K4

=33 2 WOl K9 P o f o1 S P (CL U w3 U JA(C. A UTEI s,

Average Creditors =

Laerts A L259p 0.50 S E1Uts F 5(Debtors)e s Ul alies 2568 b f o e AL L
Kjfc?d’»&)//{ﬂfd/z»w’}!wé,i_‘ab/ﬂ%(afw&)lﬁﬂLdl./%m&LKng}I;«J,_w
e bt SIS KPS 1P Bt i
Cost of Goods Sold
Average Working Capital

Working Capital Turnover Ratio =

OR
Sale

- Working Capital
Opening Working Capital + Closing W.C

2
_‘Lt‘lgyuf.,«l/:’/&ai‘/?{.);Cost of Goods Sold /1
(Fixed Asset Turnover Ratio)l ; d/ (,%’. X J ujlﬂj‘p (5
é,1_§.t/ﬂwfdv>¢Lu?m}ydeumJ’JLI,L@Lguy»Lu%t}”m&;/@gd
J:““//,UL»“Mu‘ytéu?w}“"@y&w§_r/ﬂw/JW1ﬂ£u§ﬁ!J}"“gf;//mﬂfz»%;«J
e b eI 1 2 25 b e b S L6 A JF e P U
Sale
Fixed Asset

Fixed Asset = Gross Fixed Asset — Depreciation

Average Working Capital =

Fixed Asset Turnover Ratio =

(Total Assets Turnover Ratio)es” d/ 3 }uli.b"l J{ (6
SIS et el et B e 6 S P Lgpnles e Fes,
STz b i A L5 e Gl bl U7 S E S Fictitious Asset - 2l St
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LS A NS ST ST SESA T IS 2
:Je
(Inventory ss/(Inventory Turnover Ratio) { ~ 1e L}: &80l csa S e £ s
_é b// Conversion Period)
«&-2/6,00,000 = (Credit Sale)=3s /el «¢-2,10,00,000 = (Cash Sale)=3s &
«&2/50,0005,2 3(Closing) § ¥/ «¢11,50,000=,2 5(Opening) 31
&24,00,000 = Gross ProfitCt- (i

Cost of Goods Sold
Average Stock

Cost of Goods Sold = Total Sale — Goods Profit = 16,00,000 —4,00,000 = 12,00,000
Opening Stock+Closing Stock 1,50,000+50,000 2,00,000

Inventory Turnover Ration =

Average Stock = > > =1,00,000
) 12,00,000 )
Inventory Turnover Ratio = —————=12 times.
1,00,000

12U e bl AT A el Gl b e 8650 S Ut s p o s
_%&n&;}@i%&nﬁj/lﬁf d/oj}g/
:(Inventmy Conversion Period)< 4 J ‘,{ X d/o /..7 32

e Pl S UL LS5 P b S K LG Uress s e

No .of daysinaYear

Inventory Conversion Period = -
Inventory Turnover Ratio

365 "
==2=365 b Ui lows3esutdl 4ot

-c‘-t’aniuﬁ&})/’/}bJ{o 253 TE366
fc}&@) 2 Je

31.12.2022 | 31.12.2023
Cash Sale (Rs) 10,00,000 15,00,000
Credit Sale (Rs) 8,00,000 12,00,000
Debtors at the opening 1,50,000 2,50,000
Debtors at the end 2,50,000 50,000
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_é _.«/ Average Collection Period.s/Debtors Turnover RatioZ ZJs
Credit Sale . J,

Debtors Turnover Ratio =
Average Debtors

Opening Debtors+Closing Debtors

Average Debtors = .
1,50,000+2,50,000 4,00,000 8,00,000 .
Year 2022 = = =2,00,000 = =4 times
2 2 2,00,000
2,50,000+50,000 3,00,000 12,00,000 .
Year 2023 = = =1,50,000 = ——— = 8§ times
2 2 1,50,000

No of daysin a year

2) Average Collection period =

365
Year 2022 = T =91.2 days

Debors Turnover Ratio

-9&%“&{/%50)91&&;)/&;!
365
Year 2023 = T=45.62 days
e Boedrosf S a6 L 51 lesl 220231
aL}/LLnJﬂb{ﬁ/uﬁaxﬂﬁ)J:& iu’l‘at'n,lﬁ»‘ﬁ!dﬂ)J;«LLML&;)Aml
a3

-é b.a/ Average Payment Period.s/Creditors Turnover Ratioe— 4 d/ eI L5

Cash Purchase = 2,00,000 Credit Purchase = 4,00,000
Opening Creditors = 40,000 Closing Creditors = 60,000
. . Credit Sale
1) Creditors Turnover Ratio = -
Average Creditor
. 40,000+60,000 1,00,000 4,00,000 .
Average Creditors = = =50,000 = = & times
2 2 50,000
. No of daysin a year 365
2) Average Payment Period = , — = =45.625 days
Creditors Turnover Ratio 8
J <l /.L')Jlf'«'

Cash = 50,000, Bank = 1,50,000, Bills Receivable = 60,000, Debtors = 80,000, Stock =
1,60,000, Cost of Sale=10,00,000, Creditors=40,000, Bills Payable=60,000.

_5 b/r’; Working Capital Turnover Ratio
Costof Sale
Working Capital

Working Capital Turnover Ratio =

Working Capital = Current Asset — Current Liabilities
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Current Asset = Cash + Bank + Receivable + Debtors + Stock = 5,00,000

Current Liabilities = Creditors + Bills Payable = 1,00,000
. . 10,00,000 ,
Working Capital = 5,00,000 - 1,00,000 = 4,00,000 = 200000 - 2.5 times

JJWIC_«JIG J,:L//K&yjui:l_tat'//;wfafJJWIL(W.C),:L//K:«A uw;:a{jc_
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(Learning Outcomes) 6@(}% 12.4
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J =l 2 ;b;’ d/ Gss d/ =4 (Creditors Turnover Ratio) {Debtors Turnover Ratio)l /" d/ Gss
J/ u(/@ug tea sy Ju}rju’-wuﬁddwﬂugo}met Asset Turnover Ratio:@}b)iJﬁl;l
_Lgd;;ﬁufm}/,//gvéu;iziém/“/f/gwi/gu{.‘aéﬁwf

(Keywords) L’L&J'd/gg 12.5

— bl e sy A«(Turnover)=3s 2
s 230 M3 f 6 s 2 U2 A K(Inventory)s 2
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(Model Examination Questions) Ul s (35! ¥ 12.6
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_Z':/ ug/ (r/’” Z Debtors Turnover Ratio-2

Sy e Ui ie3
Sy e L s Y _a

_éyuﬁJu}rJJ@_S

besl 0 2 5 F B 5200 2 56_0,3,00,0000% 7T L Juste 2 362_511,00,00005s 2L Ji-6
-5&4}/;/’/&"

Lo T Ll e35 o 301,00,000.5125 08 24,00,00055 3 Feun Z b7

& &270,000 (Debtors) b2 7T L Ji-ss14_2,50,000 (Debtors).i»

-é ?/ Average Collection Period.s/Debtors Turnover Ratio

Balance Sheet_gﬁfdﬁﬁﬂd/&{;lﬁiuﬁdjﬁ

Liabilities 2021 2022 Asset 2021 2022
Share Capital 2,00,000 | 3,00,000 | Cash 1,50,000 | 2,00,000
Profit and Loss 1,00,000 | 1,30,000 | Debtors 2,00,000 | 4,00,000
Debentures 1,00,000 | 1,50,000 | Bills Receivable 1,50,000 | 1,50,000
Creditors 1,00,000 | 2,00,000 | Stock 50,000 | 1,00,000
Bills Payable 50,000 | 70,000

5,50,000 | 8,50,000 5,50,000 | 8,50,000

_%,Jé,oo,oooutzozzdwn4;,/4,00,000u:2021Jv_w‘,/'_l

- 4-2,1,30,000 2022(L-25170,00002021 J-$ 4.7 -2
L U RS 1) LS e SCGS- S P e S =30 paa P 3

Debtors Turnover Ratio(2

Average Collection Period (4

Stock Turnover Ratio (1

Creditors Turnover Ratio (3

Average Payment Period (5
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(Cash flow Statement)
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Introduction ¢ 13.0
Objectives #1301
Meaning and Definition - /‘j /3 (:z'” S 132
Uses or Importance of Cash flow Statement il e Kui;f’ﬁl.;(,&] 13.3
Learning Outcomes 5&&&6 13.4
Keywords 5018 ):K 13.5
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(Objectives) 4¢L» 13.1
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(Meaning and Definition) <% /)'r}f}‘)@” 13.2
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(Uses or Importance of Cash flow Statement) <4/ sJE 162 ﬁg’ﬁ” 13.3
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:(Limitations of Cash flow Statement) U6 & a/15 5 5l &
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(Steps in Cash Flow Statement){./4 (" léulﬁffl,(ﬁ;

Funds from %_4“_ Cl K6 /@/u iz é:fl/ Z S cod sy o> ﬁ;u‘}ﬁfﬂ! ..{! mﬁfig«, i
-‘Lttguj}?/@u J:J ﬁozlfﬁl{d}ﬁ’ ufu’iZ_nL/l,/Operation

Cash from Operating Activities -1
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Cash from Investment Activity -2
Cash from Financial Acitvity -3
:(Cash flow from Operating Activities) 5l 2.5 JoilSAs6-1

U5 255 L A SN o UK 2 5 8 U2 I ok £ s 3 s P o
(Financial Uss’ QU= ot 2 2L J6 S Bt L $ e b Tlst il £
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:(Cash flow from Investment Activities) 5655 25 /6~ -2
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(Format of Cash Flow Statement) Jf1 lé%/lf‘ﬁl;{ﬁ]

Particulars Amount

1) Funds from operation XXX
(+) Increase in current liabilities or Decrease in current Assets XXX
<4‘,L"lgtfjuﬁu:5v,&;m£/uruﬁuﬁt‘uumg.iuluﬁ‘ug/u.u‘um

(-) Increase in current Asset or Decrease in Current Liabilities XXX
e b P e L SRS g s 5 U SLIE USE Ut

Net Cash flow from Operating Activities

2) Cash flow from Investment Activities:

. N e e e . e XXXX
Genl SR st {0 o e w30 ) SUTe P50 0 23S P e il
e b I LR i pd B S s S e il
Net Cash flow from Investment Activities
3) Cash flow from Financing Activities:
-Lablgg&'ﬁfuql;ijgdfulul@z}’?/Jllpccaild/u’/:’ﬁ;fﬂ
. L XXXX
Net Cash from financing Activities
(+) Opening Balance of Cash XXXX
XX
Closing Balance of Cash XXXX

o) _éb.«/Cash flow from Operating Activity£ (/ = L}/@Md/u;lf'l U!)/ZLJ u.'fd;;’: 1 JL’:’*

—< Operating Profite_,2,50,000624 26

Particulars 1.1.2020 31.12.2020
Cash 15,000 25,000
Stock 65,000 95,000
Debtors 50,000 25,000
Creditors 60,000 70,000
Outstanding Expenses 10,000 5,000
Prepaid Expenses 15,000 20,000
Bills Payable 10,000 15,000

139



Calculation of Cash from Operating Activities S

Particulars Amount

Operating Profit 2,50,000
Increase in current liabilities or Decrease in current Asset

Decrease in Debtors (50,000 —25,000) 25,000
(+) Increase in creditor (60,000 —70,000) 10,000 + 40,000

Increase in Bills Payable (10,000 - 15,000) 5,000 2,90,000
(-) Increase in Current Asset or Decrease in Current Liabilities

Increase in Stock (95,000 - 65,000) -30,000

Decrease in prepaid expenses (10,000-20,000) =5,000 -40,000

Increase in Prepaid expenses (15,000-20,000) -5,000 2,50,000

Net Cash from operating Activities

-é/?(Cash Flow Statement)u!;:’?lf{ﬁ] =y u(&fu”&ZL) uf‘,)::’:Zdlf’

Balance Sheet

Liabilities 2021 2022 Asset 2021 2022

Share Capital 1,00,000 | 2,00,000 | Cash 20,000 30,000
Reserve 50,000 | 1,00,000 | Cash at Bank 20,000 10,000
Profit and Loss 70,000 | 1,10,000 | Debtors 30,000 50,000
Debentures 1,00,000 | 2,00,000 | Stock 30,000 20,000
Creditors 50,000 70,000 | Building 1,00,000 | 2,00,000
Bills Payable 30,000 10,000 | Furniture 1,00,000 1,80,000
Machinery 1,00,000 | 2,00,000

4,00,000 | 6,90,000 4,00,000 | 6,90,000

zélﬂ?;”g’j%)/SO,OOO/u;/bJ”JJVUMJ

=L/~:E'Uv‘

bS5 S L0120,000.4 2 31 3s50,000 gz Af b (]
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S AL e o LU

Building Account
To Balance B/d 1,00,000 By Depreciation 50,000
To Purchase (Balance Figure) 1,50,000 By Balance C/ d 2,00,000
2,50,000 2,50,000

'

BTG4 7 101,50000 bt et Sl ST nutt

Furniture Account

To Balance b/d 1,00,000 | By Depreciation 20,000
To Purchase (BF) 1,00,000 | By Balance C/d 1,80,000
2,00,000 2,00,000
Machinery Account
To Balance B/d 1,00,000 | By Balance C/d | 2,00,000
To Purchase (BF) 1,00,000
2,00,000 2,00,000
Calculation of Funds from Operation
Closing Balance of Profit and Loss Account 1,10,000
(+) Non-Operating Expenses:
Transfer to General Reserve 50,000
Dividend paid 50,000
Depreciation on furniture 20,000
Depreciation on Bills 50,000 1,70,000
2,80,000
(-) Opening Balance of Per Account
70,000
Funds from Operation 2,10,000
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Statement of Cash from Operation

Funds from Operation
1) Operating Activity:
(+) Increase in Current Liability or Decrease in Current Asset
Decrease in Stock 10,000

Increase in Creditors 20,000

(=) Decrease in current liabilities or increase in current Asset
Increase in Debtors 20,000

Decrease in Bills Payable 20,000

Cash from operating Activity

2) Investment Activity:
Purchase of Building (-) 1,50,000
Purchase of Furniture (<) 1,00,000
Purchase of Machinery (<) 1,00,000
Cash from Investment Activity
3) Financing Activity
Issue of share + 1,00,000
Dividend paid —50,000
Issue of Debenture + 1,00,000

Cash from financing Activity

(+) Opening Balance of cash

Closing Balance of Cash

2,10,000

+ 30,000

2,40,000

(=) 40,000

2,00,000

(-) 3,50,000

-1,50,000

+1,50,000

(+) 00000
+ 40,000
(+) 40,000
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-é&'(Cash Flow Statement)s./# 59/,,1534;,« J&fﬂz’;)uﬁd;3db‘

Balance Sheet

Liabilities 2022 2023 Assets 2022 2023
Share Capital 2,00,000 | 3,00,000 | Cash 50,000 1,00,000
Reserve 1,00,000 | 1,50,000 | Debtors 70,000 1,20,000
Debentures 1,00,000 | 2,00,000 | Stock 80,000 50,000
Profit and Loss 50,000 1,00,000 | Prepaid Expenses 20,000 10,000
Creditors 50,000 70,000 | Machinery 1,00,000 2,00,000
Bills Payable 40,000 30,000 | Furniture 1,00,000 1,50,000
Bank Overdraft 30,000 | 1,00,000 | Building 1,00,000 3,00,000
Goodwill 50,000 20,000
5,70,000 | 9,50,000 5,70,000 9,50,000

e Ut 20000618 2 S 2edor J2 10100004078 226 3750000 150 b

L L1595 530,000/ Usts PZ Jguns -2

6o P e150,0005130,000.50 5 g A sl 2 P Ui lins 23

Machinery Account
Particulars Amount Particulars Amount
To Balance b/d 1,00,000 | By Depreciation on sale 10,000
To Bank (Purchase B/F) 1,50,000 | By Sale (Cash) 20,000
By Loss on sale 20,000
By Balance ¢/d 2,00,000
2,50,000 2,50,000
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Calculation of fund from operation

Particulars Amount
Closing balance of purchase Account 1,00,000
(+) Non-Operating Expenses
Transfer to General Reserve 50,000
Prepaid Expenses 2022 20,000
Goodwill writ loan off 30,000
Depreciation sale of Machinery 10,000
Loss on sale of Machinery 20,000
Dividend paid to shareholders 30,000
Depreciation on furniture 30,000
Depreciation on Building 50,000 2,40,000
(=) Opening Balance of P&L Account Funds from 3,40,000
Operation 50,000
2,90,000
Furniture Account
Particulars Amount Particulars Amount
To Balance b/d 1,00,000 By Depreciation 30,000
To Purchase (BF) 80,000 By Balance C/d 1,50,000
1,80,000 1,80,000
Building Account
Particulars Amount Particulars Amount
To Balance b/ d 1,00,000 By Depreciation 50,000
To Purchase (BF) 2,50,000 By Balance c/ d 3,00,000
3,50,000 3,50,000
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Cash flows Statement

Particulars Amount
Funds from operation 2,90,000
1. Operating Activities:
(+) Increase in CL OR Decrease in CA
Increase in Credits 20,000
Increase in BOD 70,000
Decrease in Stock 30,000
(-) Increase in CA OR Decrease in CL +1,20,000
Decrease in Bills Payable 10,000 4,10,000
Increase in Debts 50,000
(=) 60,000
2) Investment Activities: Cash from Operating Activity 3,50,000
Purchase of Machinery -1,50,000
Purchase of Furniture -80,000
Purchase of Building -2,50,000 (-) 4,80,000
3) Financing Activities: Cash from Investment Activities (-) 1,30,000
Issue of Shares +1,00,000
Issue of Debentures +1,00,000
Sale of Machinery +20,000
Prepaid Expenses (2023) -10,000 (+) 1,80,000
Dividend Paid -30,000
Cash from Investment Activities (+)50,000
(+) Opening Balance of cash 50,000
Closing Balance of Cash 1,00,000
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Tl /= Funds from Operation -5

=iy Jel ez

£22,50000.886 72020,73/31  &21,00000.5 85 2 4202008.52 -1
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Balance Sheet

Liabilities 2021 2022 Asset 2021 2022
Share Capital 1,00,000 3,00,000 Cash 30,000 60,000
General Reserve 80,000 90,000 Bank 20,000 10,000
Profit and Loss 80,000 1,40,000 Stock 50,000 70,000
Debentures 50,000 1,00,000 Debtors 70,000 1,00,000
Creditors 50,000 70,000 Bills 40,000 20,000
Bills Payable 50,000 10,000 Machinery 1,00,000 3,00,000

Furniture 1,00,000 1,50,000
4,10,000 7,10,000 4,10,000 7,10,000
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Liabilities 2021 2022 Asset 2021 2022

Capital 1,00,000 2,00,000 | Cash at Bank 50,000 70,000
General Reserve 40,000 90,000 | Debtors 70,000 1,50,000
Bills Payable 50,000 30,000 | Stock 30,000 70,000
Creditors 1,00,000 2,00,000 | Bills Receivable 40,000 80,000
Bank Long term loan 1,50,000 3,00,000 | Plant 1,00,000 2,00,000
Furniture 1,50,000 2,00,000

4,40,000 8,20,000 4,40,000 8,20,000

e Fedor P 300004 7 i 2-e & 312000080 Ao b dbwin-1 e
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Balance Sheet

Liabilities 2021 2022 Asset 2021 2022

Share capital 1,00,000 2,00,000 | Cash 40,000 1,00,000
Profit and Loss 70,000 1,20,000 | Stock 70,000 1,50,000
General Reserve 30,000 70,000 | Debtors 1,00,000 2,00,000
Debentures 50,000 1,00,000 | Bills 50,000 30,000
Creditors 50,000 40,000 | Furniture 50,000 80,000
Bills Payable 50,000 80,000 | Plant 1,00,000 2,00,000
Bank Overdraft 60,000 1,00,000

4,10,000 7,10,000 4,10,000 7,10,000
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“The financial statements provide a summary of the accounts of a business enterprise,
the balance sheet reflecting the asset, liabilities and capital as on a certain date and the income
statement showing the results of operations during a certain period .
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“Financial Statements essentially are interim reports, presented annually and reflect a
division of the life of an enterprise into more or less arbitrary accounting period more
frequently a year.”
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“A tabular statement of summary of balances (debit and credits) carried forward after
an actual and constructive closing of books of accounts and kept according to principles of
accounting.”
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"/./.:JQ: d/J,J d/u‘j L(Equity Shareholders)Us.Is Lf’ﬂdﬁl/i Jl-tl s d.‘.ﬁl. 3%75 (}’:{/b
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:(Cash Flow Statement)s.fs'¢ K5l S Gi
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(Rules/ Procedure of Financial Statement Analysis) JK.'@{ / / L L’.‘.’ f,“ dy L 15.5
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({LJL&!J/’ JA(Current Yean) Jb- U &6 Z 1(Previous Year)gzd/dl/.‘a,l/uﬁﬁg/

& o bl st A Larto S U o3 IR s ol R S ad S8 F i

(Gross Proﬁt)ébf(l}LnZ_/JjCost of Goods Soldé".:Z.nZ_/’/JGTl{&}/'ZZ_J uﬁ;t{utﬁf

JL’«':" LJV.@Vo/i;’f,:_tat'ﬂkul;f/?uuﬁkg 2.%2_/(}@KJ/W(}?}AJ#]/.{‘LL"@Q@A}

< t’lggh(}j/&‘l;é)/& J@wu:ds_‘aéfit{&:’gdﬂuﬁuuﬁ,gdvumanz_/

Changes in Rupees of Each Item

Base Year Amount

x100

_é/g‘ul}ﬂCOmparative Income Statement)&xf&@cabj‘” Jf, 3o d/ u’:r 2 &

1J¥

Particulars 31.12.2022 | 31.12.2023
Sales ;'««53/' 5,00,000 4,00,000
Cost of goods Sold JUJJ%A”&)} 3,00,000 2,00,000
Selling and Distribution eXpensescalglib!éiﬁjﬁ&ﬁf' 1,00,000 70,000
Other Incomes UL 4745 20,000 10,000
ncome Tax/% 60,000 70,000

Comparative Income Statement for the years 2022 and 2023

1S

YearJ\- ChangeJ,,i
Particulars wM Y .y Increase/ w4
2022 2023 Decrease | Percentage %

Sales =33/ | 500,000 | 400,000 | (-)1,00,000 (=) 20%
Cost of goods sold b3 437 | 300000 | 200000 | (-)1,00000 | (-)33%
Gross Profit Cv(’lw 2,00,000 | 2,00,000 NIL Nil
Operating Expenses =l AS AT P
Selling and Distribution Expenses ;,l?ljié’/:}?)&}/' 1,00,000 70,000 -30,000 30%
Net Operating Profit g SAKPG | 1,00000 | 130,000 30,000 307
Other Incomes UL/'AT/:()GZ 20,000 10,000 (-) 10,000 507
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Net Profit before Tax & udwg S| 120000 | 140000 | 20,000 16%
Income Tax 50% -1 Jg (f'J & | 60000 | 70,000 10,000 16%
Net Profit Income Tax (”j ud l&gfg &, | 60,000 70,000 10,000 167

:(Common size Income Statement)ulf’f e S /"-5‘ K&JT

;‘«55/'}:?/ - :u/uuﬁ} ('f) U Se Jo/l;’:’iﬂ_‘a ui}f’fﬁl ..{! o/!}f’fgc/ﬁ' f}ygd,of

Srde uﬁz_ufuuﬁ, ('f) (}"'J'_‘Lt'lg.(f‘/b.«}jﬂ.’.;(:«lg'j’ (L:" :/!/@cui/izguﬁ.nlhw‘é/@ale)

o K ﬁ(\/ertical)d)/_‘aVlgg?//b‘.é&ﬁl/(}@L(Sale)&ﬁ}z:/}b d)l}IKglgI/:'lﬁ &,97

ATl bl ad bl AL U S $12 nZAud 1008 =550 L o ea bl s

_Lat‘tg.l,fg/,w:f((ltem)x/;cu J@&LJ}-‘memﬁf%wLévu%

Costof Each Item
Sale

x100

nJ&

_é/gﬁtfu;:’vu%cu d/u!_ujd)aL}L”‘J’,;',?/JJ_J/;!/J’.:(IJ‘,?

31.12.2022 | 31.12.2023
(%u) (?Lu)
Sales =354 | 2000000 | 16,00,000
Cost of goods Sold :fﬂd/dl.aﬁ&)) 12,00,000 8,00,000
Selling and Distribution Expenses c«lgljﬂﬁﬂﬁ/;!&;/' 4,00,000 2,80,000
Other Incomes T A | 80,000 40,000
Income Tax A 240000 | 280000
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Common Size Income Statement

Particulars = tke¥ 2022 2023
Py w33y / PRy PRy /

Sales =171 200,000 100# 16,00,000 | 100.00
Costof goods Sold = B33 37 | _1200000 | 607 800,000 |  50.00
Gross Profit Ore| 800000 407 8,00,00 50.00
Selling and Distribution Expenses 4,00,000 20 2,80,000 17.50
Net Operating Profit ij u’/@uﬁf}l} 4’00’000 20% 5’20’000 32.50
Other Income V4T As +80,000 +47 +40,000 +2.50
Profit Before Tax F AL 480000 247 5,60,000 357

Income Tax 50% A ug fu F | 240,000 124 2,80,000 17.50
Net Profit after Tax Z u%ug Wl | 240,000 12% 2,80,000 17.50

(Learning Outcomes)

LU 15.6

3 PPy uuﬁ,g T L&ﬂf St f E sk gt 8w Qb 25 4 Uitk

o 2 E LIS 0 S Qg b §F e a2
2Af P L ST L EGPE T FESn o Sl onteb et 1 e
FAesl L FK U I e 21 2o $T B oAb Qe otis et Susi S ple U7
S L K Il 3 B L e e d/(:’.iff DL NS Gt Fao S S
o LA 36U L T Ut UIEI G Ut &b 1 olo (6 e S 38
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-édwfdu
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eWrJelelin s

ST Ve kL et Il a2 3o
S SSILC P F 2
E I LU # 303

e P gl L 64

(Comparative Income&@-‘aﬂj42023ﬁ/$/3 1uuﬁf&{&ﬂw{u§u SSions

-é&‘ Statement

&7 2022 | 2023 duT 2022 | 2023
To Cost of goods sold 9,00,000 | 9,50,000 | By Sales 15,25,000 | 17,00,000
To Management Expenses 93,250 95,980 | By Interest and discount 7,500 6,200
To Selling and Distribution | 1,90,000 | 2,09,000 | To Profit from sale of 6,000 8,000
Expenses 8,000 7,000 Machinery
To Rent Paid 2,500 800
To Loss on Sale of Land 85,000 1,68,000
To Income Tax 2,59,750 | 2,83,420
To Net Profit 15,38,500 | 17,14,200 15,38,500 | 17,14,200
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(Financial Statement Analysis-11)
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Introduction /31’? 16.0
Objectives # 16.1
Meaning and Nature of Comparative Balance Sheet N Zot# o &i ﬁ‘uLli 16.2
Scope of financial statement Analysis g de:a/!;’:@yt 16.3
Objectives of Financial Statement Analysis el - f o2 &! 2 164
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Learning Outcomes éﬁ'«dm 16.9
Keywords L’Wu’),;gl 6.10
Model Examination Questions aﬂ’r&l?’! < 16.11

(Introduction) /gz'; 16.0

L2 6 Uz S 2 o Lt BN S e by GRS LT S L7

A S JE s S o ol Ut gt oot &S 6 F S B
Sy AL (ﬁféﬁlg/_aé JE G Sl LS e g, E o e LT L
J%&/@;/KUE{) 5L u;/l}f‘féyhg'j{/g Ut Ul-e Cglgg(}’”f(Financial Position)
ool 3T A 141 ikt S K 4_/-",gu’£umﬁf3yl.(3{ﬂ < C@gfpl’”/

186



t{uu»wz_/ﬁaf"t{guu»'%',g/si.duréumﬁfutwLnéyl,auJW'%léﬁ{utﬁﬂ}
SEA AR & sy e A LU BuTE A A St i
LS Pl EF e Lot 23 $

(Objectives) 4¢G+ 16.1

S LS n 1Tl S L3
_ufc/uy/:,{}mr#ﬁg}’”imﬁf&uﬁ&@mub“f}“/‘ .
S ol Lot G G e S5
T I L NSNS Y b s S
-uf/fawyimﬁf&uﬁ&@myb“f;-“" .

a{}jﬂiyéubﬁf&l%‘&@ 16.2

(Meaning and Nature of Comparative Balance Sheet)

K&,«.TC‘KJM m#fb/uyﬁ,«; e Dy &LJL:Financial Statementul;f’f&yl. ] !A,‘b 25
8 FdE ot un# S Qs e e 3 e dis an# S ans S
v ﬁ[j{u’{(ffc&éf:d/u;/i;f’fwfc‘-.l{'itfu,lfz»gagu’i-(Balance Sheet)ul;ﬁf&!%‘m:w
LA Mort 57 o F S e §T s K £ Qo orn el S L2 Jb
b S I Lo P S o) 2550 F S i ,,wgu? Pbd LU
:uﬂ(Investors)U}/g._:g—g;": U}/:/U;cu;zbl&QL:(Creditors)Uubﬂdﬂ) Ku,l:"wéu;/l;fw 4%
QUL l-a U A1 ol U6 3] o L L e b i L3 L &%
Lo S L UPIEG Lt oo B G FE bl Lol A S oS
et §um#f o Fulz - ie & r it & oabd ol Jysz £ st~ Jpie £ Uss
uﬁ&ﬁ&/@ﬂ;ﬂ‘gt’ndﬂﬁjlﬁ‘ Ko/:;;,.l»ﬁjgf;ratu/a’::«Ei;/dzggb?c@@?o)/@/)ééwL})
L e S L(L}“u;d;.’/iidff L@fﬂ_‘gg

(Comparative Balance Sheet) /’ Jtﬁ KJJ&'JJ: (1

o

187



(Analysis of Common Size Balance Sheet) o f“ Kl S }y K&fu"k ¢
-uij/uiyuf;'/.:,tﬁuulfylbu;ﬂ{ul_;;’

(Scope of financial statement Analysis)<&>" 3 d/:.«f b/’)ﬁ/&yt 16.3

S RARe) u’fuj/gj St S e g2 LS U et G
ST SN B2 b po L ST s AP o s e L 2 G
u"‘f/? 157 L/l}f‘f&l}l.-ujin SN P ujjgnﬁ’ 8’}3 dfuéﬁ % ,Lej/“r_ujz_/JL&u
2SI L Qrens2 80P L U1lnof UL L e S s
Ol i1 2, 798 F SN SE IS S 1e Qi F e8I Fa o fb e L
P pfE L naee LS S ALE B L ol S
(Collection ofData)dI/.(‘j‘J/?’m,w! A
(Data Analysis)df:%?’;ﬂm A1
(Data Interpretation) C /“ d/ Aasl el i

e LA L S Fu 3

(Objectives of Balance Sheet Statement Analysis) A< 3+ é,: 7z 2L d'/f 16.4
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Jbsi Zot S Y gt S 7 16.6

(Features of Common size Balance Sheet Statement)
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:(Comparative Balance Sheet) 5/ P [ (}’%‘J’@ 16.7

cha & L L0t Ayl lalye b 261 L T 4l 0 SEIR PN Kuﬁfu/
Charles W Foulke...fc}/‘?u’;!_ci_glg d//.l;’“i LS L4 L&im%d/ﬁ;ufuﬁAbsolute Items
e dusl
“Is the study of the trend of the same items, group of items and computed items in two

. . . »
or more balance sheets of the same business enterprise on different dates .
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& ES PR S od St S5 Sl e 2 1
31.12.22 | 31.12.23 31.12.22 31.12.23
Equity and Liabilities Assets
&1 &1 Ay &y
2® 2® ¢ <
1.Shareholders Funds: 1.Non—-Current Assets:
Share Capital 14,44,000 | 12,00,000 | Plant and Machinery 26,00,000 | 20,00,000
Reserves 6,00,000 4,80,000 | Goodwill 4,00,000 4,00,000
2. Non-Current Liabilities: 6,80,000 | 2. Current Assets
Long Term Borrowings 10,20,000 Sundry Debtors 5,00,000 48,80,000
3. Current Liabilities: Bank 40,000 80,000
Sundry Creditors 4,80,000 6,00,000
35,40,000 | 29,60,000 35,40,000 | 29,60,000

Comparative Balance Sheet of Ahmed and Brothers as on 31.12.2022 and 2023 :J’

- 31.12.2022 | 31.12.2023 | Absolute Change | Percentage Change
A & & Increase Decrease | Increase Decrease
I. Liabilities
1. Equity and Share Capital 14,40,000 12,00,000 -2,40,000 -20.00
Reserves 6,00,000 4,80,000 -1,20,000 -25.00
2. Non—Current Liabilities:
Long Term Borrowings 10,20,000 6,380,000 -3,40,000 -50.00
3. Current Liabilities:
Sundry Creditors 4,80,000 6,00,000 1,20,000 +20.00
35,40,000 | 29,60,000 -5,80,000 -19.59
I1. Assets:
1. Non—-Current Assets:
Plant and Machinery 26,00,000 | 20,00,000 -6,00,000 -30.00
Goodwill 4,00,000 4,00,000 - -
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2. Current Assets:

Sundry Debtors 5,00,000 4,80,000 -20,000 -4.17
Bank 40,000 80,000 40,000 +50.00
3540,000 | 29,60,000 -58,000 -19.59

el Udngl-e &1s12,00,000 £202200-122114,40,000 4L~ 20234 1k -1
VU Us s BP0 $nCn 22400005
INE). 2,40,000

=—x100 =——x100 = 204
¢o§ 202200 12,00,000

LB AU 2/480,000& £ 2022011512 2600,0007 1§ 23 L2023 2522
WU UL 31§ 2201200000 f e
P g
$aad=—"2 100 =257
" ¢ 820220

1,20,000 )
= x100 =254
4,80,000

£416,80,000¢ }5U7 S & L2022 12110200007 16U F L L2030 P uik #-3
e VU UgUE s O -e (e 03400003 b » £ 6 AU ne-o
NG
baad=—C2% 00
" ¢, 4202200

34,000 )
= x100=50%
6,80,000

U3 -Uf &-206,00,000 L2022 Ju-ss1&3,4,80,000.1 AP L2030 b G4

WU Ugadd O U1 901,20,0000 U6

J" L NS
K adhm
" F§ 202200

1,20,000 ;
= x100=20%
6,00,000

u}“’/b,»};ﬁl:"!o; z:.’ég /’u’ I :,y.? K..b?u’é-’&“ é,.‘ég )’ﬁ(Common Size).:a‘l?f /"}'
_cé;t'lggj}l,wgc(Total)‘fz:_‘af“u’%fx Ll

x100
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S e Ly Pl S e saSet L s

Balance Sheet
Liabilities 1.1.2022 | 31.12.2022 Assets 1.1.2022 | 31.12.2022
Share Capital 1,00,000 | 3,00,000 | Cash 50,000 30,000
Profit and Loss 1,00,000 1,50,000 | Bank 50,000 50,000
Reserve 50,000 2,00,000 | Stock 1,00,000 2,00,000
Long Term Loan 50,000 1,00,000 | Bills Receivable 50,000 20,000
Debentures 2,00,000 1,00,000 | Plant 2,00,000 14,00,000
Creditors 50,000 1,00,000 | Furniture 1,00,000 2,00,000
Bills Payable 50,000 50,000 Investment 50,000 1,00,000
6,00,000 | 10,00,000 6,00,000 10,00,000
Common Size Balance Sheet
1
Particulars Amount | Percentage | Amount | Percentage
Current Assets:
Cash 50,000 8.33% 30,000 3.0%
Bank 50,000 8.33% 50,000 5.0%
Stock 1,00,000 16.67% 2,00,000 207
Bills Recievable 50,000 8.33%
Total Current Asset 2,50,000 41.67% | 2,00,000 307
Plant 2,00,000 33.33%2 | 4,00,000 407
Furniture 1,00,000 16.67% | 2,00,000 207
Investment 50,000 8.332 | 1,00,000 10%
Total Fixed Asset 3,50,000 58.33%2 | 17,00,000 707
Total of Balance Sheet 6,00,000 100% | 10,00,000 1007
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Shareholders fund 1,00,000 16.67% | 3,00,000 30%
Profit and Loss 1,00,000 16.67%| 1,50,000 157
Reserve 50,000 8.33% | 2,00,000 20%
Total Share Capital 2,50,000 41.67%| 17,50,000 757
Long Term Debt:
Long Term Loan 50,000 8.33%2 | 1,00,000 10~
Debentures 2,00,000 33.33%| 1,00,000 107
Total Long Term Debt | 2,50,000 41.67 | 2,00,000 207
Current Liabilities:
Creditors 50,000 8.33%7| 1,00,000 107
Bills Payable 50,000 8.33%| 50,000 | 5.3%
Total Current Liabilities 1,00,000 16.67 | 1,50,000 15«
Total of Balance Sheet 6,00,000 100 | 10,00,000 100

./utgﬁc‘-mruﬁff“Ju%tumﬁ“ﬁo&c‘,mwé’;,ﬁfzq:g/éut?f?é:jﬂ-l
Jeuisze S 080 F 207 e wiierd st 6 Lo dtae i gt il 1507k
e VWU e

012 (W.C) o KA K AU S et 2 = 7 L (Working Capital) 2~ /6-2
_g/gﬁ'ﬂvﬁozc,f:uugJu/f-ﬁg/»f%mﬁwc;,fféu"}@Jj_3

SUi P atnl bl e 08 I ot ctnbl e  F L\ Lo P 4
_‘Ly(ul)wu:d&i&u?wf‘”gﬁuug

e B B Biadd s I 2560 P (Working Capital) gb K5 b 5 ¥ -5
JV%J&.’Q}JLQ.@/KUVQK:/f:‘gu;mf’fgyl,ﬂ.é&@/ :(TrendPercentage)w‘f&l?u
Qe Ei L stien i b s i E e & § 512 52 ud 1005561 L

_‘Lt’nﬂ{.’?,/gw‘.’:
A B Ns pi s s b f35end Len? S add W 12018 Ul el 13
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Year Sales Stock Profit before tax
2018 1881 709 321
2019 2340 781 435
2020 2655 816 458
2021 3021 944 527
2022 3768 1154 672
3
Trend Percentages
Base Year2018=100
Sales Stock Profit before tax
Year Amount Trend Amount Trend Trend
Amount Rs.
Rs. Percentage Rs. Percentage Percentage
2018 1881 100 709 100 321 100
2019 2340 124 781 110 435 136
2020 2655 141 816 115 458 143
2021 3021 161 944 133 527 164
2022 3768 200 1154 162 672 209
&7
U383 100 2018 6 2 20042 22013 e 31 F U edsf P02 -1
-‘szutfm@%;»}qv.iul
Crep i T S 22002682001 A i ST e SSbIcf2013 22018 22
e e e L SUr & Sl TS S
u{lJ/@;JK,:-%{!ZUC}?/JJ/UU»éurf,ég_‘alynjt’old'}/uﬁf“/d/gdr‘;jl' 3
_‘¢U]€MJJ]G{AI‘¢MWJJ
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(Learning Outcomes) CC«&UZ’/! 16.9

g:ulﬁf&i%‘:mﬁft{&ﬁde/u:ul;fl{ug,«{"uﬁJ/&QL:Financial Statemento;l?f&?h@ﬂb‘l
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u@"/““’zf.“gub?e&l?wicﬁﬁwcwwG/U'ﬂf-ﬂuﬁ’;“bMWLﬁuﬂfJff—ué%Jwﬂ;f
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(Keywords) L’W'dfg 16.10

B2 QIS U i e S UL &S (Financial Statement) o152 i
2+ 424100(Total) f L X u”l: e gﬁ o/!;ﬁf () :(Common Size Statement)ul;‘f e b S }&/
S a6 TS et e L N LS
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e b S

(Model Examination Questions) < U/l d@u‘;’; 16.11

,éz::’/un'édl}

et rd 4431005 SEIRYNSA N
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Ll e Joree15,00,000¢ 15 43U &L 5
el ol eliz A

_‘L)l/gc;(Common Size Balance Sheet)ul;ﬁf&lﬁc/l?f}&_l

i ypersE LA I

B TR AL oG L #3623

L edess Lottt SH 4

o2 Y di s
el Sl bz 2

BT AL ers e ot Y et S 71

_éuy,,wls»£J¢?+;u/g¢ojiﬁf&lx&w?_2
-éuy.(wémﬁf‘}.wiﬁ
_éuy,duwiw?+gfo/!ﬁf&uﬁ&u7_4
A2 Qe b S22 o U502 Q2 6 Uil 2t eolee sl sl et 725
0 S Jz(Common Size Balance Sheet)
25 o G S e WL s

Balance Sheet Ason31.12.2023

Particulars Moin & Brothers | Sadat & Brothers

I. Funds

Share Capital:

Preference Share Capital 1,20,000 1,60,000

Equity Share Capital 1,50,000 4,00,000

Reserve and Surplus 14,000 18,000

Non—-Current Liabilities 1,30,000

Long-term Loans 1,15,000
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Current Liabilities

Trade Payables:
Bills Payable 2,000 -
Sundry Creditors 12,000 4,000
Outstanding Expenses 15,000 6,000
Proposed Dividend 10,000 90,000
4,38,000 8,08,000
IL. Assets
Non-Current Assets or Fixed Asset
Land and Building 80,000 1,23,000
Plant and Machinery 3,34,000 6,00,000
Current Assets
Temporary Investment 1,000 40,000
Inventories 10,000 25,000
Trade Receivable (Book Debts) 4,000 8,000
Prepaid Expenses 1,000 2,000
Cash and Bank Balances 8,000 10,000
4,38,000 8,08,000
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-éo/.;méJ!}'ul}ﬁfM@f]}-‘Lﬂ)u:d;:'[2023/7/53lozl}ﬁf&iﬁ{(}{};lbgul&{klil‘6

Assets d‘-"r X @1 (j{ Xl bl
Assets:
Cash 27,000 72,000
Sundry debtors 2,20,000 2,26,000
Stock 1,00,000 1,74,000
Prepaid Expenses 11,000 21,000
Other Current Assets 10,000 21,000
Fixed Assets (Net) 6,35,000 5,13,000
Total Assets 10,03,000 10,27,000
Liabilities & Capital:
Sundry Creditors 42,000 1,54,000
Other Current Liabilities 78,000 62,000
Fixed Liabilities 225,000 3,18,000
Capital 6,58,000 4,93,000
Total Liabilities 10,03,000 10,27,000
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25/ 21706

(Budget)

A1
Introduction /31’? 17.0
Objectives #B 17.1
Meaning, Nature and Definition of Budget 2 /7 sefdF Les 172
Features of a Budget Jrwles 173
Objectives of Budget wples 174
Objectives of Budgeting oK 175
Advantages of Budgeting LSk 176
Budgetary Control Js A o177
Uses of Budget =W lss 17.8
Classification of Budgets S0 d/u’g 17.9
Differences between Fixed and Flexible Budget 3 / uyné.:f./ugmé ¢ 17.10
Zero Base Budgeting SEHPEU 2 1711

Difference between Traditional and Zero Base BudgetingJ / MK S Vl}‘m& s 17.12

Steps Involved in Zero Budgeting SIS S It L4 17.13
Sales Budget Lhe3sp 1714
Production Budget LS 34 17.15
Learning Outcomes 5(:&:{: 17.16
Keywords L’Lﬂlu’,gg 17.17
Model Examination Questions UG 17.18
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(Introduction) ):f/ 17.0

S AL L LU Lt uﬁ”’"_‘g;g UGBS = Sl T L7
S LS b S b S d/(,}“y_‘a(}naf,f‘/%,c qwﬂ{,f‘/uﬁuﬁ; L
uﬁgdﬁﬂ&fﬁ-wz_@é/gcj_é s L0 & B o e 2 K S =1
M AL sk s Flom 1 4 o Pl KB LT J s 2 2 i
Juf"ujfl’u”‘{uﬁkl:’J'-wJ"(”"v@iﬁdv‘fﬂ'd/ﬂ}"'d/gﬂdgubﬁfc«ﬂ"&(idu‘f-‘a
Y20
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Dy S Ve AL e A S

(Objectives) 42+ 17.1

1J/Zu:/lynJGu’lh77M£;Jlb'£ngJl
_uf/wu;d/_gfm:,{j:é’”i.aé .
el lis m
_Jip//l?/,wls»é.:é. "
S e S
S T g6 Ls
Bt s
-uf/'/wu;gf.%éab;l&;/ldmu% .

(Meaning, Nature and Definition of Budget) - / et P ‘&y L&f' 17.2
Jf/'d/ﬁ/bfd/&f JL/"{.BougetteAlcé'_.l.;@fﬁlc"Bougette"wZ:u@)u’fj!/'”Budget” ki
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L S S, &4A’J,u,f*£‘¢f L LS Kz»w}u,f._f ool ol A1 S p b ik
e I S ez e $ 8 B o b 6 U SEL 5
e A e L e (nd L
:‘Ld/ug.@}d/%LGeorge R Terry
“Budget is an estimate of future needs arranged according to an orderly basis, covering
some or all of the activities of an enterprise for definite period of time”.
Wi P Lo v zo i e 2F L5 St S G Lo Fres
e b LK
J Ly
“A budget is a comprehensive and coordinated plan, expressed in financial terms, for
the operations and resources of an enterprise for some specific period in the future”
@lg/}lk:{/»ggufjfuldyaﬁﬁyféﬁangy‘g“&ﬁfyﬁo)/ﬁ LA
_"‘aqr‘?
-"§_Jl /’j Yo~ g/@é@ﬂb"lu’ I" Chartered Institute of Management Accountants- 1
“A Budget is a financial and/or quantitative statement prepared prior to a defined
period of time, of the policy to be pursued during that period for the purpose of attaining a
given objectives .
_"‘QL'VZZTLJ/;U(J!‘?LMU:‘;{_}‘J‘;L&A ;y/u?‘augd/lﬁf&dl.%"
561 Z Crown and Howard-2
“A Budget is a predetermined statement of management policy during a given period
which provides a standard for comparison with the results actually achieved.”
Lo Ut Sl L 2e e o & 3B L 2 a TS fi”
-"unéinf b
(Y br ZGordon Shillinglaw-3
“A predetermined details plan of action developed and distributed as a guide to current

. . . . 2»
operations and as a partial basis for subsequent evaluation of performance
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(Features of a Budget) JGM&L&?&)]’}” 17.3

~UtSiondeie Les
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e b Sl s L5 253

e i LI LG b esol nd el 24 il¥ 4

DAY ECTEE- A A

-‘L&}’Z:ff'(ﬁ/ﬁ“}ﬂld/JEAUKUU',tM(}!/?%-6

_‘Lmﬁwxf.,f”d/umwf&‘lig{%ﬂ

U PEEG w3 e L b $ s P S SO Lol sl o bt A58
ny

-w&@éﬁ bl uld 0’3 E’u’ml‘gt‘/ Sl u’~J LSAsbEZ9

(Objectives of Budget) 4# L&j 17.4
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_L‘/fcl/'u. ui'é./m'/g/u}-&/;’/muff/u(alg,‘»ﬁ(ﬁuiédﬁéywu/‘z
SO qe SIS U S it Ssplis 3
_‘aw/m/“/.i.l?/?w:»w}ti/"}‘w%wngZQ;Q&LQG?&Z)/%A
_UMJJEMGA;‘?A,Q“U,?L@QJ_c«l.!ﬁlJ/l;/?._}lfowltat'lg&rjL‘a‘jc;é_/;lb'/&??ﬁ’é_S
_tudiz/uqi/'g{,,t/u,)riéf"gfﬁ_é
_tﬂ,g:qﬂ//uﬁ;/mg(/'ﬂ
</ d";gug/b.»}u:c«(g,gédc;c/@lé:%-S
_L'sz;ﬂl“,wndi//{,gu'iy,/u" Ll 22l e bl ¢ 329
:(Budgeting)$/6.<Jl+*
rw"f“iéwi Soetd z«‘l}rf}‘l:ﬂ(}%_‘adj SIS 2 S 2
e ST S sz S IE o Gk S S e P
Fr L Welsch
“Budgeting is the principle tool of planning and control offered to management by
accounting functions”.
e FE ST AL LA o o2 F LK FE S s
U2 561 L] Batty
“The entire process of preparing the budgeting is known as budgeting”.
"_‘Lt‘lgb‘(Budgetingd/KJJ'/}’/J}CZ/f&djgd/ﬂ"
_%Jug.nyd/K;JlrLRawland and Hare

“Budgeting may be said to be the act of building Budgeting”

"ﬁ;cﬁt?k’(uﬂ’{(wd/?d/«fﬁ{'fd/l{;ﬂy"

(Objectives of Budgeting) 4# 2+ Ld/ Koily 17.5

Ut lnare A LS K
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.62 3 {(Working Capital) /4~ 625 -8

(Advantages of Budgeting) <— 4 4':(5/ Koy 17.6
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AF TSI L g H e Qe F el £ e er§U £ 8
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_LLt'}’ZJ'Z'u:‘/J}Z’J AL K S B9
e bng” 25 L (Variance Analysis) o £ 4 Jr € 5141-10
(Limitations of Budgeting) UGS /61
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(Budgetary Control) J)/U/d/b'{@.}’ Eeils* 17.7

i MM A F i (8 6By 1 5 S UTI s TS A 1
-‘Ld/ .y
e WUt e
—eSutsuiy P §Us 26 £ Wheldon-1
“Budgeting control is the planning in advance of the various function of a business, so
that as a whole can be controlled”.
LG 6L 6T G B S i B s K s S
Jj?d/u;%»(w sk u?c‘-m/?d/{,,m,;(w)d,%dwJuwm,}fd;%ww-z
e bl GUE SBE G et LT E nP Eugme (oS
“The term budgeting control is applied to the system of management control and
accounting in which all operations are forecast and so far as possible planned ahead and the
actual result compared with the forecast and planned over”.
_JJJUJQUJ!J.}.?/JufJ}}(dﬁg):/w/;)!rf‘at’n(#dca@}ﬂgu:’/,i
BRGNP v VN S P, _‘Lr@w}*%“&L(KﬁLJ{J
_ngy/,ffgagmd/uiui‘.:dﬂd/.ﬁj(fd%c;/y»ziﬂﬁ
RO D V0 SV EN - Pt S SRy P
LYy & LU Ll o5

(Uses of Budget) Ul L&j 17.8
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G LI i b Sl i L er SEISF ot B bl i 6 e
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:(Communication and Coordination)):l;;l;d.'.’ 722
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:(Motivation){_ /’ -3
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:(Measurement of Performance)‘ﬂ .l:;.d/ b4

Py eF Lot e bbb L £ Falepbe Lot Ut {5
_9&{?Ju’ijL;,J(Ku:u#/.iﬁ;iiu?uﬁ_tgiguﬁliiJféJrKJWL,f’_un
*(Resource Allocation) U"“{“ J J.VJ..S

Srb b unb F Sl S5 el o o L o S
_LLC(L}A S u“f; b f L Lo ;/m-‘aCJ:ﬁJLM
(Transparency)=4i2_6

ist SpE L L BT LSS S L S e s
_uthgédt&u“iL,iu:uuﬁ;t.?fw(ﬁ/,uz.ﬂ.ug&gKogwq/;%_+bn;3/3£%/g£nKmi

b
(Classification of Budgets) dﬁ:gﬂ Ju’! 17.9

Lo n IS b8 e Qe L IS nd Ut
e AL =il =5y (Classification According to time) (J4% 2. du A
e bl s F i S P Yulend 5 iy
:(Short term Budgets) (s 7 -2 ((Long term Budgets) U~ (af -1
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:(Current Budgets) u’g Uls3
(Classification on the basis of functions) dkg/}dUI(B)

Ut 2t Sk $ 1 r’” Sese A1 Z Ji1 s e Aot C i 5 S 6

:(Financial Budgets) u;;{ JQL_Z :(Operating Budgets) u’y Saasb-1

:(Master Budgets)gfio{’ JE-3
(Classification on the basis of Flexibility) (§.£:.2.2/44(C)

W= YN Y ARy

(Flexible Budget) % .14-2 (Fixed Budget) 2446 _1
*(Classification According to time) U'A?:,.?J)(}I.) (A
(Long term Budgets) Jy 84.‘),',)’-1
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:(Short term Budgets)u~ (4 4% -2

Uk Lot g wn §a U e wand L8 S S S G
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L aesdu L L SIS gl LSS
:(Current Budgets) u‘.’"uw-3
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*(Classification on the basis of functions) dﬁ:gudUl(B)

eI LA 0 bl s e AL AR U S
(Operating Budgets) uy' SA2E-1

WAL N KAF TS SE -t U S SN K2 S A & oL

—e by sy
(Production Budget) &4 (/15! i.b (Sales Budget) &4.=53 / .a
(Purchase Budget) <7 .d (Production Cost Budget) b”j:/fﬂ Salslaz.c
(Labour Budget) &5 = f (Raw Material Budget) &?'JL(G.e

(Plant Utilisation Budget) %KJW!L&%.g

(Manufacturing EXpenses/ works overhead Budget) %/Q’U”’(//}E 7 };’ #.h

1420 2 s(Administrative and Selling Expenses Budget) 256 ol 71 =33 2 sl §1 21 i

A AL

(Responsibility Budget) d’fub‘kf“/ L i (Program Budget) &5 ‘/’i/.:(i
:(Financial Budgets) U~ (b-1

(Capital Expenditure)ile* $sb ~(Working Capital) /L~ /6 lols 325 35 Bl
UG L1 £ 1 WL i Sl K S e B = G st S Gk sonl 5
e bl U B A NF 20 F s Mo uibenss os Pl FIE 5 L s K w25

(Working Capital Budget) &4 - ~ /6 (ii) (Cash Budget)&54(i)

(Capital Expenditure Budget) £5&.7 $il ~(ii)

_ujrtﬁlﬁu'ﬁ.{' &l)l.ﬂ 1421 2 s(Income Statement Budget)&?ul;’f 34TGv)

:(Master Budgets)u:'-{‘ JK2

oee bW LS b pf U5 S ¥ i U S b U UL e et
URICWA s b s gy m L LS es AR e sese B bigyes O, 0
e dugy fles Al

“The Master Budget is the Summary Budget Incorporating its functional Budgets”.

212



A5 f’ J‘u,lbat“//g/éf P e S S J;/"L ool L L5
STLGE G Ama bl S L Lo S b pf st S S mle 22 Q6 s e 1) F L
_‘L/gbb uﬁdl.*:‘“i/?/;bé
(Classification on the basis of Flexibility) (§4x.2.0/ 44§ 215 (C)
:(Fixed Budget) 256/ ™ _1
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J,Uz/LuﬂICWA_+t@g£J}Kur':/ug;ﬁu:ﬂm&/vm;m3‘:“7-L“J5Lgy/
“Fixed Budget is a Budget which is designed to remain unchanged irrespective of the

level of activity actually attained .

Pt Fe U SUS 1 e3P o a5 25 £6 (Fixed Budged, F5
g/,i/ﬂ JM%-&%UQJC’ED UE/V“ LE/U':&?J}V(—J:/‘? el g L"%Jzﬁgi/ﬂ J/'!'&ﬁ%u"
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(Flexible Budget) L5442

Sbe 088 At I o L Sy o 2 o S il
Col Wi nZE ) B e Usk i G 8 Ut o S Y e gz s E v f i 25 e
SebeautGdnubn 0 Sun /Bt ret Fabtus Siesdic
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(Differences between Fixed and Flexible Budget) J/ J Ld«fo/’ﬁg/ﬂﬁ:g 17.10

(Flexible Budget).bfuug o8l gl S5 (Fixed Budget) 246 J~
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=l 7l .f;?, 9 c«lgljié = JSemi Variable:«lgljiLFueluﬂ’,«am!Main‘[enanceQ
ool A1 méé_mgi/u‘u.{u Stz 20 3o Esd e 85 Ut ot 51 FE S 1S
-‘L&ﬂg'w&/ﬁv@m{

=y el 2 =% i//; J;lﬂ/::: =l 7l o J(Fixed Expenses)=l! 7| J&A s8] J)r’)(l%
AP et 51 ety

607 80% 100~

Capacity2 e sl 600 Units 800 Units 1000 Unit
sl g 11 Jm U5 6 Jm}.:fu J( dc«f;} J d:fU JJJ{
M| e | eS| e

Jl.(l} 1.50 900 1.50 1200 1.50 1500

S AN e | 2,00 1200 | 2.00 | 1600 | 2.00 | 2000

Maintenance 1.83 1100 1.00 1300 1.5 1500
u"’,c;m!éf‘ 2.67 1600 2.25 1800 2.00 2000

d/;r} 6.67 4000 5.00 4000 4.00 4000
L 1.66 1000 1.25 1000 1.00 1000

.:fﬂf 16.33 9,800 13.00 | 10,900 | 12.00 | 12000

- Maintenance Expenses

Sy &S 5 FUZ 611000 U 6160015142 Ut el F1Z 7 Semi Variablew el 1 (1
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e UAUIR LU 2130021 )
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:«lgi/'l/:?’+algl/'lJ‘t’yzulg!]'lMaintenance‘f/?u;fﬁ800(}”'{802
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Flexible Budget :,fuu.g S
607 807 100%
Capacitye2ho§hsl 4 600 Units 800 Units 1000 Unit
Mol g1 3 UM < J | M| S | el
ity . | S
| g | =T | de
Material J b 50.00 | 2,50,000 | 50.00 |3,25,000 | 50.00 |4,00,000
Wages 2 71 15.00 | 75000 | 15.00 | 97,000 | 15.00 | 1,20,000
Prime Cost 65.00 |3,25000 | 65.00 |4,22,5500 | 65.00 | 520,000
SRRy 4
50%=5000U xloxf—(?o 5.00 25000 | 3.85 | 25000 | 3.13 | 25,000
10 %=502/3"‘ 5.00 25000 | 5.00 | 32,500 | 5.00 | 40,000
Work Cost 75 3,75,000 | 73.85 | 4,80,000 | 73.13 |5,85,000
atgu/"léﬁ. 7
F707=5000 x 10x%= 7.00 35000 | 5.38 3500 | 4.38 | 35,000
/é"‘302=10x%= 3.00 15000 | 3.00 | 19,500 | 3.00 | 24,000
Cost of Production 85.00 | 425000 | 82.23 |534,000 | 80.51 | 644,000
(Profi)C 15.00 | 75,000 | 15.77 |1,02,500| 15.49 | 1,24,000
(Sale)=ss } 100.00 | 5,00,000 | 98.00 | 637,000 96 | 7,86,000

607 s S 2 Ut F S etk § T Glstig § UF 610,000, wolbe Sutsl 450704 5 3
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(Zero Base Budgeting) (5/6<J1»* (51| /‘ 17.11
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“What is to be done this year when this much was the performance of the last year .
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(Difference between Traditional and Zero Base Budgeting)

Zero Base Budgeting($/6.J1» (51 2 Traditional Budgeting($/§<Ji»*( 15/
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(Steps Involved in Zero Budgeting) ] u:d/g,éﬂ}"(fl/W 17.13
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:(Purchase Budget) &54 7
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Budgeted Purchase Quantity = Budgeted Consumption Quantity + Required Closing Stock —

Opening Stock

(Learning Outcomes ) é@dlfl 17.16
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“Budget is an estimate of future needs arranged according to an orderly basis, covering
some or all of the activities of an enterprise for definite period of time”.
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“Budgeting control is the planning in advance of the various function of a business, so
that as a whole can be controlled”.
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(Keyword) LS8 17.17
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Standard Variable Overhead for the period
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