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ANALYSIS OF FINANCIAL STATEMENTS

Illustration

1. Convert the following statement of pro�t

and loss into the comparative statement of

https://doubtnut.app.link/lkek2J5wfhb
https://doubtnut.app.link/MVcbJvrhfnb
https://doubtnut.app.link/MVcbJvrhfnb
https://dl.doubtnut.com/l/_uPbP0o8huRaz


pro�t and loss of BCR Co .Ltd: 

View Text Solution

2. From the following statement of pro�t and

loss of Madhu Co. Ltd. Prepare comparative

statement of pro�t and loss for the year

https://dl.doubtnut.com/l/_uPbP0o8huRaz
https://dl.doubtnut.com/l/_6nusaKX2YHwI


ended March 31,2016 and 2017: 

View Text Solution

3. The following are the Balance Sheets of J.

Ltd. As at March 31,2016 and 2017. Prepare a

https://dl.doubtnut.com/l/_6nusaKX2YHwI
https://dl.doubtnut.com/l/_2QbSpZdytgla


Comparative balance sheet. 

View Text Solution

4. From the following Balance Sheets of Amrit

Limited as at March 31, 2016 and 2017, prepare

https://dl.doubtnut.com/l/_2QbSpZdytgla
https://dl.doubtnut.com/l/_RoxcBEbqWIkt


a comparative balance sheet: 

View Text Solution

5. From the following information, prepare a

Common size Income Statement for the year

https://dl.doubtnut.com/l/_RoxcBEbqWIkt
https://dl.doubtnut.com/l/_hOosP9ThIVf4


ended March 31,2016 and March 31, 2017: 

View Text Solution

6. From the following information, prepare

Common size statement of pro�t and loss for

the year ended March 31, 2016 and March

31,2017: 

https://dl.doubtnut.com/l/_hOosP9ThIVf4
https://dl.doubtnut.com/l/_6nCcRgWK9iuJ


  

View Text Solution

7. Prepare common size Balance Sheet of XRI

Ltd. From the following information: 

https://dl.doubtnut.com/l/_6nCcRgWK9iuJ
https://dl.doubtnut.com/l/_OVxIAfspeGKP


Test Your Understanding I

View Text Solution

1. Analysis simply means_____data.

Watch Video Solution

2. Interpretation means______data.

Watch Video Solution

https://dl.doubtnut.com/l/_OVxIAfspeGKP
https://dl.doubtnut.com/l/_DqV9bepICdNI
https://dl.doubtnut.com/l/_VtdmgrriPsFI
https://dl.doubtnut.com/l/_vm6m2ZAKHJRO


3. Comparative analysis is also know as

_______analysis.

Watch Video Solution

4. Common size analysis is also known

as______analysis.

Watch Video Solution

https://dl.doubtnut.com/l/_vm6m2ZAKHJRO
https://dl.doubtnut.com/l/_hYcuXm2OwCz5


Test Your Understanding Ii

5. The analysis of actual movement of money

in�ow and out�ow in an organisation is called

_______analysis.

Watch Video Solution

1. The �nancial statements of a business

enterprise include: 

Option1 Balance sheet 

https://dl.doubtnut.com/l/_o9cA3g5u3947
https://dl.doubtnut.com/l/_zb0cJWycjpF4


Option2 Statement of Pro�t and loss account 

Option3 Cash �ow statement 

Option4 All the above

A. Balance sheet

B. Statement of Pro�t and loss account

C. Cash �ow statement

D. All the above

Answer: D

Watch Video Solution

https://dl.doubtnut.com/l/_zb0cJWycjpF4
https://dl.doubtnut.com/l/_LovjNhT8mwyN


2. The most commonly used tools for �nancial

analysis are:

Option1 Horizontal analysis 

Option2 Vertical analysis 

Option3 Ratio analysis 

Option4 All the above

A. Horizontal analysis

B. Vertical analysis

C. Ratio analysis

D. All the above

https://dl.doubtnut.com/l/_LovjNhT8mwyN


Answer: D

Watch Video Solution

3. An Annual Report is issued by a company to

its:

Option1 Director 

Option2 Auditors 

Option3 Shareholders 

Option4 Management

A. Director

https://dl.doubtnut.com/l/_LovjNhT8mwyN
https://dl.doubtnut.com/l/_8NpGG8SEJIZv


B. Auditors

C. Shareholders

D. Management

Answer: C

Watch Video Solution

4. Balance Sheet provides information about

�nancial position of the enterprise: 

Option1 At a point in time 

Option2 Over a period of time 

https://dl.doubtnut.com/l/_8NpGG8SEJIZv
https://dl.doubtnut.com/l/_JNv0bsaQAae3


Option3 For a period of time 

Option4 None of the above

A. At a point in time

B. Over a period of time

C. For a period of time

D. None of the above

Answer: A

Watch Video Solution

https://dl.doubtnut.com/l/_JNv0bsaQAae3


5. Comparative statements are also known as:

Option1 Dynamic analysis 

Option2 Horizontal analysis 

Option3 Vertical analysis 

Option4 External analysis

A. Dynamic analysis

B. Horizontal analysis

C. Vertical analysis

D. External analysis

Answer: B

https://dl.doubtnut.com/l/_LhkgkIMflwn9


Test Your Understanding Iii

Watch Video Solution

1. The �nancial statements of a business

enterprise include cash �ow statement

Watch Video Solution

2. Comparative statements are the form of

horizontal analysis.

https://dl.doubtnut.com/l/_LhkgkIMflwn9
https://dl.doubtnut.com/l/_sNak3UvlGYJ1
https://dl.doubtnut.com/l/_Z6V7AQ6SYL9Y


View Text Solution

3. Common size statements and �nancial

ratios are the two tools employed in vertical

analysis.

View Text Solution

4. Ratio analysis establishes relationship

between two �nancial statements.

View Text Solution

https://dl.doubtnut.com/l/_Z6V7AQ6SYL9Y
https://dl.doubtnut.com/l/_zcSkqYQPkChO
https://dl.doubtnut.com/l/_eKjhWeIt7hxR


5. Ratio analysis is a tool for analysing the

�nancial statements of any enterprise.

Watch Video Solution

6. Financial analysis is used only by the

creditors.

View Text Solution

https://dl.doubtnut.com/l/_eKjhWeIt7hxR
https://dl.doubtnut.com/l/_3aTX8jQBpqiY
https://dl.doubtnut.com/l/_UNZ8rVQNA8OC


7. Statement of pro�t and loss account shows

the operating performance of an enterprise

for a period of time.

View Text Solution

8. Financial analysis helps an analyst to arrive

at a decision.

View Text Solution

https://dl.doubtnut.com/l/_EP3400vkIJaq
https://dl.doubtnut.com/l/_BojRUbG7CKIL


Questions For Practice

9. Cash �ow statement is a tool of �nancial

statement analysis.

View Text Solution

10. In a Common size statement each item is

expressed as a percentage of some common

base.

View Text Solution

https://dl.doubtnut.com/l/_T8dTFl4k997c
https://dl.doubtnut.com/l/_O0MCccTc9Rcd


1. List the techniques of Financial Statement

Analysis.

View Text Solution

2. Distinguish between Vertical and Horizontal

Analysis of �nancial data .

View Text Solution

https://dl.doubtnut.com/l/_9sUo8Yhklw9e
https://dl.doubtnut.com/l/_sLZlLkY0j3DN


3. State the meaning of Analysis and

Interpretation.

View Text Solution

4. State the importance of Financial Analysis?

View Text Solution

5. What are Comparative Financial

Statements?

https://dl.doubtnut.com/l/_mElCwM6wL8lZ
https://dl.doubtnut.com/l/_UJNsw4NLVH6T
https://dl.doubtnut.com/l/_74qai8RlY4aw


View Text Solution

6. What do you mean by Common Size

Statements?

View Text Solution

7. Descrive the di�erent techniques of �nancial

analysis and explain the limitations of �nancial

analysis.

View Text Solution

https://dl.doubtnut.com/l/_74qai8RlY4aw
https://dl.doubtnut.com/l/_d7nuVDOTrHou
https://dl.doubtnut.com/l/_cvtxL2oskL50


8. Explain the usefuness of tred percentages in

interpretation of �nancial performance of a

company.

View Text Solution

9. What is the importance of comparative

statements? Illustrate yout answer with

particular reference to comparative income

statement.

View Text Solution

https://dl.doubtnut.com/l/_cvtxL2oskL50
https://dl.doubtnut.com/l/_9Q0oc7bSwbEI
https://dl.doubtnut.com/l/_tKCEsm3ZM0ZK


10. What do you understand by analysis and

interpretation of �nancial statements? Discuss

its importance.

View Text Solution

11. Explain how common size statements are

prepared giving an example.

View Text Solution

https://dl.doubtnut.com/l/_tKCEsm3ZM0ZK
https://dl.doubtnut.com/l/_imzBxxNHQ89V
https://dl.doubtnut.com/l/_Ku2oEEhEwTUS


Numerical Questions

1. Following are the balance sheets of Alpha

Ltd., as at March 31,2016 

  

  

https://dl.doubtnut.com/l/_uRa5mpuTMvpu


Your are required to prepare a Comparative

Balance Sheet.

View Text Solution

2. Following are the balance sheets of Beta

Ltd. At March 31,2017 and 2017: 

https://dl.doubtnut.com/l/_uRa5mpuTMvpu
https://dl.doubtnut.com/l/_nczuAdKidMcJ


View Text Solution

3. Prepare Comparative Statement of pro�t

and loss from the following information : 

https://dl.doubtnut.com/l/_nczuAdKidMcJ
https://dl.doubtnut.com/l/_MmfJoLI8mnw4


  

View Text Solution

4. Prepare Comparative Statement of Pro�t

and Loss the following information: 

https://dl.doubtnut.com/l/_MmfJoLI8mnw4
https://dl.doubtnut.com/l/_CF7VuFkNC8RJ


View Text Solution

5. Prepare a Common size statement of pro�t

and loss of Shefali Ltd. With the help of

https://dl.doubtnut.com/l/_CF7VuFkNC8RJ
https://dl.doubtnut.com/l/_nePnKGgRfL2Z


following information: 

View Text Solution

6. Prepare a Common size balance sheet from

the following balance sheet of Aditya Ltd. And

https://dl.doubtnut.com/l/_nePnKGgRfL2Z
https://dl.doubtnut.com/l/_q5JfYnw7Yj6b


Anjali Ltd: 

View Text Solution

https://dl.doubtnut.com/l/_q5JfYnw7Yj6b

