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3 
To select a Company Reason for selecting the 
company as investor 
Download the financial statements 
Perform the following financial analysis and 
interpret 

 
T: Pg.No.: 10-20 

 

2 
 

2 
Common-Size Analysis (Vertical and 
Horizontal), Year-to-Year Change Analysis 

R1: Pg.No.: 13-14 

3 3 Ratio Analysis - Liquidity of Short-Term Assets 
Current Assets, Current Liabilities, and the 
Operating Cycle 
Cash - Marketable Securities - Receivables - 
Inventories - Prepayments - Other Current 
Assets -Current Liabilities 
Current Assets Compared with Current Liabilities 
Working Capital - Current Ratio - Acid-Test Ratio 
(Quick Ratio) -Cash Ratio 

R1: Pg.No.: 20-25 

4 
 

2 Debt-Paying Ability- Times Interest 
Earned 

 
R1: Pg.No.: 25-31 

5 2 
Debt Ratio - Debt/Equity Ratio 

 
R2: Pg.No.: 31-38 

6  
2 

Net Profit Margin - Total Asset Turnover - Return 
on Assets Operating Income Margin - 
Operating Asset Turnover 

T: Pg.No.: 21-32 

7 2 Return on Operating Assets - Sales to Fixed Assets 
- Return on Investment (ROI) - Return on 
Total Equity - Return on Common Equity - Gross 
Profit Margin 
 

 
T: Pg.No.: 32-42 

8  
2 

DuPont Return on Assets - Interpretation Through 
DuPont Analysis - Variation in Computation 
of DuPont Ratios Considering Only Operating 
Accounts 

R1: Pg.No.: 40-52 

9  
2 For the Investors :Earnings per Common Share, 

Price/Earnings Ratio, Dividend Payout,- Book 
Value per Share 
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Total number of hours planned for Practical –Financial Analysis and 
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SUGGESTED READINGS: 

T1: M.S Narasimhan (2016), Financial Statement Analysis, 1st Edition, Cengage Learning IndiaPrivate Limited, New 

Delhi.  

R1: Deepa Agarwal (2017), Financial Reporting and Auditors Responsibility, 2nd edition,Bloomsbury Professional 

India, New Delhi. 

W1: www.invest.org.in 

 



  

OUTPUT - I 

 

SELECT A COMPANY AS AN INVESTOR TO ANALYSE  

FINACIAL  PERFORMANCE AND INVEST 

 

 

 

 

 

 

 

 

 

 

 

 



  

 

         



  

 

 

 

 

 

 

 

 

 

 



  

OUTPUT - II 

COMMON-SIZE ANALYSIS (VERTICAL AND HORIZONTAL) 

 YEAR-TO-YEAR CHANGE ANALYSIS 
 

Common-Size Balance Sheet of Lakshmi Mills Ltd., as on 31
st
 March 2016 and 2017 

 

PARTICULARS 

ABSOLUTE AMOUNT 

(Rs. In lakhs) 

PERCENTAGE ON TOTAL OF 

BALANCE SHEET 

2016  

(Rs.) 

2017 

 (Rs.) 

2016  

(Rs.) 

2017 

 (Rs.) 

I Equity and Liability 
1. Shareholders Fund 

a. Share Capital 

b. Reserves and Surplus 

 

 

18,000 

 

4,000 

 

 

18,000 

 

5,400 

 

 

45 

 

10 

 

 

40 

 

12 

2. Non Current Liabilities 14,000 14,400 35 32 

3. Current Liabilities 4,000 7,200 10 16 

TOTAL 40,000 45,000 100 100 

II Asset 
 

1. Non-Current Assets 

a. Fixed Asset 

b. Non-current 

investment 

 

 

28,000 

 

4,000 

 

 

30,600 

 

4,000 

 

 

70 

 

10 

 

 

68 

 

8.89 

2. Current Assets 8,000 10,400 20 23.11 

TOTAL 40,000 45,000 100 100 
 

Common-Size Profit and Loss of Lakshmi Mills Ltd., as on 31
st
 March 2016 and 2017 

 

PARTICULARS 

ABSOLUTE AMOUNT 

(Rs. In lakhs) 

PERCENTAGE ON TOTAL 

OF BALANCE SHEET 

2016  

(Rs.) 

2017 

 (Rs.) 

2016  

(Rs.) 

2017 

 (Rs.) 

 

I Revenue from Operation 

II Other Income 

 

 

40,000 

2,000 

 

 

50,000 

3,000 

 

100 

5 

 

100 

6 

III Total Income (I +II) 42,000 53,000 105 106 

IV Expenses: 

a. Cost of Revenue from 

Operations 

b. Other Expenses 

 

30,000 

 

2,500 

 

35,000 

 

3,000 

 

75 

 

6.25 

 

70 

 

6 

Total Expenses 32,500 38,000 81.25 76 

V Profit before Tax (III- IV) 9,500 15,000 

 

23.75 

 

30 

VI Tax 4,750 7,500 11.875 15 

VII Profit After Tax (V- VI) 4,750 7,500 11.875 15 

 



  

OUTPUT - III 

  RATIO ANALYSIS (SHORT TERM SOLVENCY) 

 

Liquidity Ratio (Short term solvency) ratios: 

1. Current ratio = Current Assets 

                        Current Liabilities                         

A  Current Ratio of 2:1 is considered ideal. That is for every one ruppe of current liability there must 

be current assets of Rs. 2. If the ratio is less than two, it may be difficult for a firm to pay current 

liabilities.  If the ratio is more than two, it is an indicator of idle funds. 

2. Quick ratio =     Quick Assets 

                        Quick Liabilities                         

A Quick ratio of 1:1 is considered satisfactory. The quick ratio supplements current ratio. 

  

 

 

 

 

 

 

 

 

 

 

 

 

 



  

OUTPUT – IV 

     RATIO ANALYSIS (LONG TERM SOLVENCY) 

 

Long Term Solvency Ratio: 

1. Debt equity ratio =   Debt                 (or)           Outsiders funds 

                                   Equity                              Shareholders funds 

A debt equity ratio of 1:1 is considered desirable satisfactory.  It Indicates the availability of assets to 

long term creditors at the time of liquidation. 

2. Proprietory ratio =     Shareholders funds 

                                        Total tangible assets                         

Proprietory ratio indicates the proportion of shareholders funds in the total assets. A high proporietory 

ratio indicates less danger and risk to creditors in the event of winding up. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



  

OUTPUT – V 

     RATIO ANALYSIS (ACTIVITY Or TURNOVER RATIO) 

 

Turnover Ratio: 

1. Inventory Turnover ratio     =  Cost of goods sold                 

                                                                  Average Stock 

This ratio indicates the number of times stck is turned over during a year.  A high ratio 

indicates qick movement of stock and vice versa. 

2. Debtors turnover ratio =  Debtors + Bills Receivable  X No. of working days     

                                                   Credit Sales                         

This ratio indicates the speed with which debtors/accounts reveivable are collected. It shows 

the number of days taken to collect money form debtors. A lower ratio implies quick recovery 

of money from debtors. 

3. Creditors turnover ratio =  Creditors + Bills Payable  X No. of working days in a year    

                                                   Credit Purchase                         

The creditors turnover ratio indicates the number of days taken by the firm to pay its creditors.  

Generally, lower the ratio the better is the liquidity position of the firm. 

4. Fixed assets turnover ratio =  Sales  

                                                 Net Fixed Assets                         

This ratio indicates the sales generated by every rupee invested in fixed assets.  A high ratio is 

an indicator of greater efficiency in the utilization of fixed assets. 
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FINANCIAL ANALYSIS AND REPORTING 

(PRACTICAL) 

        Semester – IV 

2H – 1C 
Instruction Hours / week:  L: 0 T:0 P :2                                                Marks: Internal: 40 External: 60           Total: 100 

     End Semester Exam: 3 Hours 

 

 

COURSE OBJECTIVES: 

To make the students 

 

1. To Understand the Concept of Financial reporting standards, difference between IFRS and 

IAS and the elements and users of the financial statements for the decision making. 

2. To understand and apply tools and techniques to analyse the financial statement analysis. 

3. To critically evaluate the results of the tools applied, interpret the result. 

4. To communicate orally and in written form the financial statement analysis, and results 

interpretation of the results. 

5. To utilize the knowledge of financial statement analysis for lifelong. 

 

 

COURSE OUTCOMES:  

Learners should be able to 

 

1. ComprehendtheConcept of Financial reporting standards, difference between IFRS and IAS 

and the elements and users of the financial statements for the decision making. 

2. Understand and apply tools and techniques to analyse the financial statement analysis. 

3. Critically evaluate the results of the tools applied, interpret the result. 

4. Communicate orally and in written form the financial statement analysis, and results 

interpretation of the results. 

5. Utilize the knowledge of financial statement analysis for lifelong. 

 

 

 

1. To select a Company – Reason for selecting the company as investor 

 

Download the financial statements 

Perform the following financial analysis and interpret  

2. Common-Size Analysis (Vertical and Horizontal), Year-to-Year Change Analysis 

3. Ratio Analysis - Liquidity of Short-Term Assets 

Current Assets, Current Liabilities, and the Operating Cycle 

Cash -  Marketable Securities  - Receivables - Inventories -  Prepayments - Other Current Assets -

Current Liabilities 

Current Assets Compared with Current Liabilities  

Working Capital - Current Ratio - Acid-Test Ratio (Quick Ratio)  -Cash Ratio 

4. Debt-Paying Ability- Times Interest Earned  

5. Debt Ratio - Debt/Equity Ratio  

6. Net Profit Margin - Total Asset Turnover - Return on Assets – Operating Income Margin - 

Operating Asset Turnover 

7. Return on Operating Assets - Sales to Fixed Assets - Return on Investment (ROI) - Return on 

Total Equity - Return on Common Equity - Gross Profit Margin 



8. DuPont Return on Assets - Interpretation Through DuPont Analysis - Variation in Computation of 

DuPont Ratios Considering Only Operating Accounts  

9. For the Investors :Earnings per Common Share, Price/Earnings Ratio, Dividend Payout,- Book 

Value per Share 

 

 

SUGGESTED READINGS 

1. Subramanyam, K. R. and John, J.W.(2014), “Financial Statement Analysis”, 10th Edition, 

Tata McGraw Hill, New Delhi. 

2. Stephen H. Penman (2014) “Financial Statement Analysis and Security Valuation”, 4th  

Edition, Tata McGraw Hill, New Delhi. 

3. M.S Narasimhan (2016), Financial Statement Analysis, 1st Edition, Cengage Learning 

India Private Limited, New Delhi. 

4. Charles H. Gibson (2013), Financial Statement Analysis, 13th edition, Cengage Learning 

India Private Limited, New Delhi. 

5. Lawrence Revsine , Daniel Collins , Bruce Johnson , Fred Mittelstaedt , Leonard Soffer 

(2015), Financial Reporting and Analysis, 6th Edition, McGraw-Hill Education, New 

Delhi. 

6. Deepa Agarwal (2017), Financial Reporting and Auditors Responsibility, 2nd edition, 

Bloomsbury Professional India, New Delhi. 

7. Deepa Agarwal (2018), The Law & Practice of Financial Reporting and Auditor’s 

Responsibilities under Companies Act, 2013,1st  edition, Bloomsbury Professional India, 

New Delhi. 
 

 

https://www.abebooks.co.uk/servlet/SearchResults?an=Stephen%20H.%20Penman&cm_sp=det-_-bdp-_-author
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Instruction Hours / week: L: 0 T:0 P :2 Marks: Internal: 40 External: 60 Total: 100

End Semester Exam: 3 Hours

COURSE OBJECTIVES:
To make the students

1. To Understand the Concept of Financial reporting standards, difference between IFRS and
IAS and the elements and users of the financial statements for the decision making.

2. To understand and apply tools and techniques to analyse the financial statement analysis.
3. To critically evaluate the results of the tools applied, interpret the result.
4. To communicate orally and in written form the financial statement analysis, and results

interpretation of the results.
5. To utilize the knowledge of financial statement analysis for lifelong.

COURSE OUTCOMES:

Learners should be able to

1. ComprehendtheConcept of Financial reporting standards, difference between IFRS and IAS
and the elements and users of the financial statements for the decision making.

2. Understand and apply tools and techniques to analyse the financial statement analysis.
3. Critically evaluate the results of the tools applied, interpret the result.
4. Communicate orally and in written form the financial statement analysis, and results

interpretation of the results.
5. Utilize the knowledge of financial statement analysis for lifelong.

1. To select a Company – Reason for selecting the company as investor

Download the financial statements
Perform the following financial analysis and interpret

2. Common-Size Analysis (Vertical and Horizontal), Year-to-Year Change Analysis
3. Ratio Analysis - Liquidity of Short-Term Assets

Current Assets, Current Liabilities, and the Operating Cycle
Cash - Marketable Securities - Receivables - Inventories - Prepayments - Other Current Assets -
Current Liabilities
Current Assets Compared with Current Liabilities
Working Capital - Current Ratio - Acid-Test Ratio (Quick Ratio) -Cash Ratio

4. Debt-Paying Ability- Times Interest Earned
5. Debt Ratio - Debt/Equity Ratio
6. Net Profit Margin - Total Asset Turnover - Return on Assets – Operating Income Margin -

Operating Asset Turnover
7. Return on Operating Assets - Sales to Fixed Assets - Return on Investment (ROI) - Return on

Total Equity - Return on Common Equity - Gross Profit Margin



8. DuPont Return on Assets - Interpretation Through DuPont Analysis - Variation in Computation of
DuPont Ratios Considering Only Operating Accounts

9. For the Investors :Earnings per Common Share, Price/Earnings Ratio, Dividend Payout,- Book
Value per Share

SUGGESTED READINGS
1. Subramanyam, K. R. and John, J.W.(2014), “Financial Statement Analysis”, 10th Edition,

Tata McGraw Hill, New Delhi.
2. Stephen H. Penman (2014) “Financial Statement Analysis and Security Valuation”, 4th

Edition, Tata McGraw Hill, New Delhi.
3. M.S Narasimhan (2016), Financial Statement Analysis, 1st Edition, Cengage Learning

India Private Limited, New Delhi.
4. Charles H. Gibson (2013), Financial Statement Analysis, 13th edition, Cengage Learning

India Private Limited, New Delhi.
5. Lawrence Revsine , Daniel Collins , Bruce Johnson , Fred Mittelstaedt , Leonard Soffer

(2015), Financial Reporting and Analysis, 6th Edition, McGraw-Hill Education, New
Delhi.

6. Deepa Agarwal (2017), Financial Reporting and Auditors Responsibility, 2nd edition,
Bloomsbury Professional India, New Delhi.

7. Deepa Agarwal (2018), The Law & Practice of Financial Reporting and Auditor’s
Responsibilities under Companies Act, 2013,1st  edition, Bloomsbury Professional India,
New Delhi.
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