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3PS -1 : YaYUo of@ldhe] - T IRTT
(Management Account - An Introduction)

FHIE T FAX@T

1.0 3=

1.1 e or@ishel &1 H AR aRamsr

1.2  99=Y o@ihe HT Ypfa a1 faRivard

1.3 Y ol™lehel T &7

1.4 O o@dd 3R 96 o@idhed H 3o
1.5 YdeY ol@idhed T Hgcd

1.6  YSTYT oGl & 3T

1.7 YSeY oGl & TT T dhelih 31T Ugiaal
1.8  YSeY oGl & HT

1.9 YSeYT or@iehed I g

1.10 &rRwer

111 TR R

1.12  geed Iy

1.0 3%T (Objects)

SH 3PS T JHETTA Il & RN 3T 39 AT g Tohar foh -
o U @il FT 37T FHST TH |
o Y& olWiehel T Yepfd 3ar faRINAT Sl Heh |
o YUY WHh T &7 FHS TS |
o e Sr@iehel 3N Jaetl oEiehed T ATT Heelard HETTT X Heh |
o UdeH olWiche HI Agcd UG 32T A Tk |
o USY W@ HT Affee assiiar 3raar agfadt & 3reade & @ |
o YEH oIWhel & YHW Hidl qUT TRAHATAT T fAEARYIH ETTA AT Feh |

1.1 Y& oI@ihel T 37T 3 gRxameT

AGehel A g8 T Sl Yaotehid FHAAAT g H HgRIh &I, aotl oAiehed
FEldl & | AN R Sl arel @ AT a@ishet & &€ wred & S § |
Sl oIWT-HHD! ol STGHT Feootlel & ol T & Jeeti-ol@iehel I faoa-aeg
g | sOfe 3o fagae sa& o gaeyw & fad o@iswa (Accounting for
Management) 2reg &I ST 3% 39ged ATA § | a&d: IJg s Th
T v o gl Qe 3SR &7 731 9AeT AT &1 § | 30 fAcdig-erdiehe i
ATl HET FEadT IJIGFd Tl eI Fifh Sfel R [Acia-or@iaed &1 H-a1T
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AT gIdT §, del ¥ Yedeu-old@iched IRFH Bl & | 3T YR TdeH-olichdd,
@i 1 I e § oe eddd d@r-gIe st 1 favewor va saredn
FEH YIeU & HAGT 3 YHR SEId A offar § w38 3me SAifa
foreaRor, e, s qur Fgeaor & saf & fasaes (performance) &
I 8| ST 3/ Jaetl & Ueh Jod Hgl Al ¢ |

& SEITIE I IS THBUrEH & AR, o & FIs i FT S fF
SIAHT B AW FACTAYdh Heleled AT FAd, Yot o@iched AT ST
FhT &1

gaet-odided f Th fd wve 3R d@fercd aRemsr e el o & ¥
3o eal H "YIU-ol@ihe] H HFICY AW & § S fF geew & o
3ot gl g 1

=g IRATYT & & a1d TISC g | Igoll, Tee-oll@ihed & 3eddld ol@iched I
g FEAS & g H S § TUT G, SHR Ieddid Had I G-
AT T FAT fRAT ST § S fF Teetrenl & cua@rd & ddreld & 393190
g | GEX sal H, Yeaeu-dlished & 3eddid fAcdd oGl ¥ yied g« a
J9ey & FHET 30 YR W@ AT § a8 30 Iaad & Harelel, siifd
feiRor 3k fAeor & Wear ||

W A F AR, | TS AWHA g F YANT 3 @i AT,
ggfadl @ daheiifhdl & auled el & foiw frar Srar & o for faftise are qer
ATTAT & FASlT & T &I 30 Al Y Af&RdA o1 Il A = geldd
A & HA H T Y&l Hehr g |

HTA-HANH 3cUEHAT IRYG F IAR'TH AEAs Gl & GoT-ufa-igar
& garelel dur Afd AuRer # yaetr fr GgRIdr 8 S@-gIer 1 GEJAHoT
& Jaet-olEihe § |

SH URHANT & TIC § [ Jaeti-oidiche] 1 FFaet] AW@-HIA3T & TEJITaor
F g A TR I | IaT # vE-d@iRd 1 aead e ot #
T Y & forEer a8 § R 38 aend Ao & Fediid Jar
fhd I Gl & AT Ud SAredr deh Yoo & §HET 3Rd & d wEgd
A W § | AW F FH FhR TEGNAOT HT 3T Yol & Hrdf H
FAAAT AT BT & |

a3 I 7 o Il e F S 9 W AR AT § | 3E 3ER
"o el oI@T AT H 3T UHR Nefhelel, [A2oVT et aor sarear §
oras 9ot & werIar fAerdr ¢ |



1.2 Yeeu-ol@hed H Ypid IU fAAVAT  (Nature of

Characteristics of Management Accounting)

() vaetr-dEEa dfasy ¥ wFafeud § | 38F edda qfasy & gaieAs IR
R STd & T 9 I8 AT IdAT F FT FA G 3T S § ar R
&t F caraERe Akt & Iudteral fr maescHAS Sig d ST §
3CIEX0T & ol Jee-ol@ihed &l ol fdea0T umell, YA IReadT YoTrelr
3t |l F AT qaleAe dare Ry S €

(i) yaw-d@a g9ecA® YHfa (Selective Nature) &7 § | 387 Affes
A YPfad # AT FT JolelicAs HEITT i Falde oeve Ud
HAASS Aol T YoAld Fham STl § | S8 e I3 ‘S JEgeiehior &
Gt & THET hddl 3eal A T HAgsT [haT ST & TSAeAhl STAhRT 3Tk
fodr Fgecaqol ¥ | 3eeRor & O T 3curesT 1 9 & Ao & geeew A
TS -oI@MITe Jaed & AHET Qlell [dehedl & [aegd sl & T T Jek
¥ HT & FHROT gad A7 AFTARFT I & & 3HTehs T&Jd L |

(iii) yI=Y-AWHA FROT TF IS GG W QAT a7 a1 § | a0 & o g
AT @& o oy | Acd-or@ied & dH i AET AT A § Reg
s o & HROT 3R 3TF YA H JHEIIT d Teed-odiched F g fhar Sirar
g | veeuEiha # o & Al #el @ weeey wifta wwe sgfa
faReroT R Srar & |

(iv) TeeU-a@iRad A RAcd-d@iea 1 #ifg @R @At &1 gaq ad Ha
AT | JeT-oIEIIe Yy & fafise 322dT @ [T el & o fafde
vl R aeT wfed FgdEt @ e 39 9 AYH 99 Thar § Jur
I3 & FGEJAROT FH Il GfAHT Fodar AfFd Td aF g & T I
W g gold W T & o & geeud Ao 7 afd el R
glar 8 |

(V) Yaet-AEiHad F AR docdl B TFfA F AeTIT W @FAw IR R srar @
TUT FFEUT AeTd PR, qRadeRfie 7 3E-ReR omeral # §ier I g
gaeudhr fAviat & g geffexor [y Agca @ar ¢ |

(Vi) Seyg-or@ihed & O H FASRME, FAslfdare 3rdemes, qifead:, aftemes
nfe fAwal ¥ wdcd dgrar Bel § | gseu-omihe fr adelfedr H 3
et i ARISean3it i sow Tase fe@rs & § |




1.3 Yaed-ol@hd  H &9  (Scope of Management
Accounting)

Ueet-oIWehel T 8T ST SAUh ¢ | $HD Hecdid cAradTden fhamsil & qefr
UL AT ¥, TAAT TqUT Hidsy 1 faccy afafedt qur ygfeast @
eI AT faRemor R ST § S 3esy guensit @ geeusdt @
GaethT HATAI T AT AT Golslel H 3HaRTeh HEAdT Wed g deh
AR T 3R W AfesT & R A qalgA oRTar ST &% | 38% & &
Jeddd AT arafafaa fawat s afFafad far arar g -

(1) 9T s@® (General Accounting):- IAET @iehed &l 3R facdig-
AWRT ¥ g | Ig STGHET & S gagRi & ifFe@ § | 387 39, 39,
EEIEY &Y, geafed, aificd ud ol 1 WIftd d a1l & @ aur e
faRolt qar gfddear o1 afAa darr afFafea gl

(2) vgfaat qur FE-RAfE i REegar a1 F9sr(Method and Procedure
Design and Installation):- I§ @ JT JHifthd fRam3t &1 FHeraad
ggiadl & fuRr, 3¢ FAGE e, 3T0 dEd FHA A dAT op iR
i JHERATSN Sl & HFafoud § | Aledsd AR Solacioe giaraar &
THTEYOT FET AT Giehel T 30 QRT3 1 iy 3R eprerst off s&r 7
afFAferd g & |

(3) Fstest @uT qdRHAE (Budgeting and Forecasting)- 38#H cara@ids
fohamit & faffied 9gef3il & FoFoey A YA AR S aur fafde
faummeet & "@gde ¥ W8 & ¥ v §gEd deic (o fe Affes
famla Soret 7 e gidar §) R e |aiFAfed § |

(4) sera fAg=er 9fFa™d (Cost Control Procedure):- 3§ & [T & Sl W
aEdideh oETAl & Soic T YATGT ¥ Jofel, [a=Rol & faeisur qur yeeer &t
T W ¥ Feafeud § | caadnide Bhaslt W Fgedur & o Setedr
fAe=or qur yATa aReas i & gfFadt & AT fRar Srdr §

(5) smera 3 |If€FHAr (Tax Accounting):- I8 <Ta@T & e oman &
foT & AT iR RAYUTcA® Jad Ueel el ¥ TFdieyd & |

(6) F-AWHA aF, (Tax Accounting):- T eddid Feerd, IJSThIT dAT
T TERT @1 0 T fafded 7 & deaey & 3maeds TR TR
A, Sop 3T FAT W AU F-FTARRAT & THET GEJT el AT
F-AUROT & gead H-URA & FE G W HIarT iFAfaa gar & |

(7) emra-a@&s (Cost Accounting)- & 3R 3edikeh IdgRi H gfafse
dodheller & AT A § | W Usar A g fAfder o, s, A qur
3G W ATl T ST &



1.4 facdm or@mepd 3R geetr of@had & 3HeaX (Difference
between Financial Accounting and Management

Accounting)

e or@rd &1 3R fRdr cgga & S cOagRT &I olEdRH &
fgedl & 3HFT JE-gEaH A 30 TR 4 foma ¥ §F e & o
g 3Efe & cgaur garr #fSa o I gl Aa @ S "k gUr
ferfad [ W sgaam & nfds Fufad &1 @& va sfa @y swega e
ST O% | ik Jewy-or@iched &I IR AT a@ished & 3eddld JarR fFY
T Gl FH HERIF AANOT TF AT W Y & GHET TEJd T o
S eyt & Afa [uRer, Faes, @i qar @geaor & werdar & |
TEASTEN W e, @il T F 8 TACT &I §, T& F Tare-or@ichel
URFH BT & | STt AT feetan fArafaf@d ¢ -

1. 3827 (Object) - facdT-or@ihad &7 3227 fHdl Iq@T i 3T AT AT
aur th foifaa Ay @ 3adr fufd gfer giar & Sefe veeu-eraisa &
3T YR HI 3Th FREN F FeAAds UG & A 3naedd g
el e giel gl

2. fawg-@mad (Subject Matter)- RcdiT-ol@iehed # @ THT 3UFA & forx
IR Y S § S9f yeeu-or@ied # HAET 3UHRA I RABRT W e o
fear St @ a1 fasmeli 3MUR W gEad yare fr S g |

3. wgfd (Nature)- RciT-d@he & Fraew g@aar fagfls ga=msif
(${cricleh ) ¥ & SIeih fAccdig-odiched So@aar HiasT T gEasit &
grafead § | Acdig-o@ied # gaay 7 aedfas Rufa gl s §
Safeh Yeet-or@ichel H FIATIHT T 3T fIRATOT T eIrEar & S gl

4. faardar (Conpulsion) - RcI-cr@iheT Flefd GaRT HiAGR & f&ar arr
g STafh Jaet-ol@ichel sl TUTIT U5 § |

5. @Eq 9aT (External Parties) - TAcdig-or@idhed & 33T <IIdT & e
gell (KUT-9F UNl, KOG, d%, AU, THR 3HME) H 38H ol Td
SATHTST ATF T TE-HE AT I & AU 3ugerd I UeTed 1 grar
g Sefh USI-WiRd cIgH H oA ANl (YEeUdi) b YIET & o
HTTH Ao TJd e § Foaleud ¢ |

6. @@ f&gea (Accounting Principles) - facda-or@iea # Affie @
aUT e T-fARoll & RR A H Wil & “THAITIT Fapd Agledr
& gTeleT fRaT ST § STafeh yer-oidished & Yoy & fafdse 32eat i ofd
& o JAffes vl | 39e 39T fBged s 57 §hd € |
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7. gaT (Precision) - Acdig-c@ised # FIT HI GO Lgdr fET gidr §
Stafeh Ja-a@ished H e dr QF Ygar W Mg 7T gl | Fet-oI@idhel
# foepedw a1 yoiie TRIAT areafas TRAT @ o 7 g 31fRe Agcaqer
el S § |

8. wagar #r eftgar (Dispatch) - facdia-or@israd & Joell & Yeet-o@iched #
AT & Afader Hagad HT IMaeTHAT g ¢ | e qar aAddad g@ard &
YaetT & HRIGET HT IR gl § |

9. f¥iwad (Characteristics) - Acdg-o@ide & I3 H TRFRESAT
derar fRgerar 3nfe W Y SR fGar Smar & s 30 9w gl faeaa
T ST Jae-ol@hel # FIAIAT $HI ITAFRNar W 37IF af &1 A1 g |

10. ye1ere (Publication) - facdr Sr@r-aRumAl (amd-giflar @rar gur &afa
faawon) & aAET SFar T FEAT THEE RAT Adr § e Teethr
AGT-IRUTAT T YRR A [haAT ST § | Ted-oT@ITd gaRT IR Hr =i
I T 9fadesT Fad Jeees & 35T & Py ga § |

11. 3iketor (Audit) - e ST@T-THST FHI HFETT FFHT gl ¢ SAdfh Jaee
AWT-THA & &1 Fifh Acdg-o@ih & Vagfas, #Aifgs TJur wera
TAST HT JAET fhar Srar § Sefh yeeu-oi@ichd & quldAlcAsd, AT,
et aar sfesy & geafeua gasr &1 yaer fFar smar § |

12. gofer (description) - faciiT-of@ihed H Shad 3eal A3 H for@r Srar &
fOee HaT & § # <gad FAr ST dFhar § Safh gaera@iT o
gea3t & Tvd Aged gl & ormer AlfgE AT weiE ad o
gfaeauicAs ardravor deeidh aRade, Har & Ao # aRads 3nfe |

1.5 Ydt-ol@iehd H Hged (Significance of Management
Accounting)

Ueet-el@Tehe] &1 3gd YT 3iicafaiw va 95 YA & cgaamrdr & @y gan
g dur AHiAfPfe 7 caaERe sHsdl & fOFdR & G-y U Seey-ded
F T H A d&dl S @ ¢ | Fod HR I FEAt & FI-fAsargsr $r
digar & o wafew geewr & o 3RISR-3edlor 3aeds: g =&r § |
HRAPR-3wcR0T HI AHeIT FAA TF FHGRTE o T deq0r W R Fer
¥ | eI FT PATeAer & O geey A Qe caraaniae A
T Jid IdT 9T, Sid &l UG gl el HaTH gl O Feamsi &
Ueet-ol@iche] I T Yaethid- HAAT & fod agd 3uden gl Jaewr
AWMTTeT 1 Ig &lidcd & o ag Taffee T & Jaetehl A QAT farsr,
o, A, HAWO, FAgemor gur Avihs greeth geeudr et &
FAAqdS ASAGH H 3HTaRTh HERAAT JeTed Y | Teee-or@are & [affiest
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TR & Yool &I 3T AT W IHATH G-I T&Tld HdT gl 3MRIH
Qg &1 figdr & TI-IGrT Jg 3IRM HT ST Johdr & & Ao & geeer-
AGiHheT HI Tg AT Tk IfATRIAT o7 RN |

YeH-o1@ihe] & d¢d §U AGed HI. FRUT AcchI-o@iehet FHI 30er At off &
oo FRoT el o 3myfas yeewr & @l 3demd qof &8 & 9 |
Gt HI ST AV AT I Jed-ol@iched T HT & | 3896 AfaRaad @
facdr or@l fr gaAard Sl ST @l § | U Aaaifs 68T # Yaeu-
AGIRed HT dehellhl & JIAET H AT fAeafaf@d amit $r smm i a1
Hehell &

U il § CATGHTIS FRATHT S Hrear H R & ¥ |

2. YSeH-orE@de & AT 9ur Soies 1 Fud Ugfd & T ¥ SAaiRE

fShar3it & Haroe 7 AT ®d & | U8 Faar # Al gefd &
ATl & Y W HFd FHAT ST Hehell B

areaides Hraf @1 qg Ui gATt & Jofell dU7 Secari&¥cd dheal Sl FAeT
H I Iea0T JeTaRmell ST ST AT & |

s, faaor Ak Egeaor fhamst & @ @« & R 3§ GO &
gafeasn afadee doar RfEad goif W ifRedd a1 HAE &7 Fgder &ar
g |

Y Ya-Y GART UGl A Y&leT $HI Sl Tl a3l H FUR S—-AT ST Fehal
gl

Ut fohan3il garT AT AT IR H TAG (S T geetr g A &
§o R TFe=l & FROT @A §) F ¥ W TS HA-TEeY Fd Ry S
THd ¢ |

1.6

Jaot-old@ched & 352T  (Objective or Purposes of
Management Accounting)

THE 3337 Aeafaf@d ¢
fAaee g sAfa-fuRor & @gmar @ (Helping in - Planning  and
Formulating Future policy) - Iq@™m & #Fsey H Afa-AuRor qar

sfeod 322 $1 wIitd & v IS Jaetr &l 9@ Fd § | Jeey-o@drel
geetd Hf [USe auf & JellicH® 3/ a7 ATTST & HeJAT S¥dd AT ¢ |
T GHE § 9oy FHr A Afd T gq@T & e & YR gd § |
gaetr hr A AfAd & FEAfda gHTEr T Hodihd Y Ydeu-or@rarel &l
AT & |

e gaanst & @dgs & wer@ar -&&=r (Helping in the interpretation
of financial information) Yde=tl-of@iehel T 32T Y HI [Affea o

12



Aaol & TEr Adad F Te™IAT USld T BT § | oI@Ihe Tdh ddheilehl.
v § o veey, O fed ol @1 @das @@ ¢, 39 g
SH%h dheilchl ATl I AT UTAT ST & | 37 Yaed-ol@iche] T 3837 AT
faaRott dur 3 facda et #F gaey & FHsT R-daeih i d T
Td SR ST H GE]T RGN § | 39 30T A qfd & AT JewEr-o@re
faffes facda g@amsit &1 geeicAs faavor IR &Xar § 3R 3maas g
W 3% fSwg T W@REt q2r aret gart st yeRia aRar § |

. Asuesr & f@yesor # w@g™mar &  (Helping in Controlling
Performances) Yeet-oi@iehel Jeaet-TAdea0T &I Teh el IfFd § | Taodl-
AGIhel I FATT-IRETTA dUT T deheilch ST 382 HI gfdd Ll & | FoT
Jehailehl o TAT A & U6 oPId-Tidea0T 2T ddcAs g fguni fAgeor
H OheT BT § | ST TRE 9T dhegl & IRT X ¥ & Tl 3fHRT
& 3eRoT 3R gfcat & Pvgsd & Werar | ¥ |

. WISA A WAl &1 (Helping in Organising)-- Ys=Y-o@hd & §olc
MG 9N 3MMIE Bl & HROT FEAT H HISA-EITAT H SeaRied FUR 37T § |
. EuRe RaFaal F WAFay HA  We™ar ‘w&(Helping in co-
ordinating operation)-

Jaet-oi@ichel HI 33T TEAT & Affeed fohamhaal & dH-ag # 9oy &I
TEIT T § | 30 322 A gt & AT yerw-o@ichel A §olc JuTTel &l
weT fRar Srar § | 39 umel gart RAffed fannfa Rt @1 wafead
FAHA AR fFar srar § | 39 dfaRed focd oaes ik aRegw--
oGl & dd THeAT Yaed--ol@ichel GaRT &l TATOd fRaT AT &

. faokaa & werar Fwar (Helping in Decision making)- 9et-oidichel T
3237 YT A aQraaiide FAEART W Asadd oty o 7 @gradr
A ¥ | G ouw, TEE 3Uled AT %y, Hed AuRor nfe Ageagof
AR caaa & 3 & W & | O | gsew @ Aoy o gar ¥
gl AFC W A3 T & v gaer & HA6T dehfedeh AIensil i gelellcHs
Fufa @ geu-o@ihad & & FF § | 39F U JaU-ol@iched ol AT
afeaae, Ta-facde faeavor emer-AraT faRevor qr Yeh-uRsEr fazeyor &
dehellehl T 9T fohaT SITar & |

. HHTRAT F FARor F we™ar (Helping in motivating employees)-
GeH-ol@idhe] H 3220 FEIT & FHARAT A &A1 & Bl & IHq®T FF
el & fov IR e F gaew FHr Tgar & g | 58 Ov geey-
AGUTT Yt &, GHET Sgd W WU 3oTeh GReTT T A1
TSl Higd eI T ¢ |
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8. sdldA gaaTHT HT Wagsr (Communicating up - to date information)

Ty -oI@ichel P 382T Yo DI SIGAT h FH Agcaqul facda o=t
q NUaH 3T FAAT Bl & | Jaet &l AdAdH FIAAI HT Hagel ol
Ao o, aeor w9, FAaRAt @ IERd e qur Aifa FuRer &
foT sga 3maeds giar & | 39 322F 1 qfd & AU yeewreEdre Yaet &
HeaRA wlddes qur HESAT TROT Jgel & | Hched Heccaqol Faard
dfer YR 9 SFgd & S g

1.7

Jeet-ol@ahe] o Tod g deheileh 37UAAT UEiaAT (Tools
and Technique or System of Management

Accounting)

Yt A A FRF & Feredgdes e & v Affes ger H oawr-
AT T IHGRTRAT I § | TIoH-oI@iched H HIS UFH 3Hehell VAT Tod Tl
g S gaeudl H T THR H AW-gIAT el IMaISAHT H gfd
T | 8% AU yaey-oldised # 9T § Iod IT dehelleh AT A S0 &
& swfaf@a & -
fRedr 3ms=sr (Financial planning) - facdiT 3RS & 3R SFa9T
& HIYEUT F § | 30 et (3) faeq wifta & &al &1 g S, (9)
AT 32 F4r AR 352 o & dra snpd Aufa a&en, (@) geaa &
foIw reehrelleT T 3feudhlellel RUN Sl HAT AT e 4T () sgadr &
T T e FFEadT A PuiRa &=ear aFafaa ¢
e fawont &1 faedwor (Analysis of Financial Statement) - &
IR fOcd ffawol # wegd Y ) gl & B defas 39 @
giaursiets #El 7 e e § Sad o gl sy fashrer S & |
38 fa%eWor & U Yeee-ol@rehed &l JolellcAs [darT, Ygfcd fa2eryor, &Hiv-
faawor FaT 3regard favewur Y Fehelish ggEd @ S € |
ae@® 9Regw d@a (Historical Cost Accounting)- adfas aRegar
FI 36T gl Hr fafd ar sus grar JfFedexor tfagf@e aReawr o@iseT
Fearc § | 3EH & v ARt § - (1) F7 @ s aReme qur (2)
fr aRezwsr - ¥ ey 9@ 7 T & yow & T 39Eeh a8 e §,
Weg YA IReTTA, i fF Jewt-o@ihd FT U dgd & HAgecdqul IeT §
Sras o el aReaw o@iwa 3ifa smawas § |
AT 9Reqdq (Standard Costing) Jg 9Regdt W 'Ag=07 & T sgd &
THTERITell Tehelleh § | S8 3fecdld HRIGAAA & HHGT TR & MUR |
9% Fog I A F IRega-yAT g § & Rifid W G I § 3k
Y F-fAsurged W gU ardias aReddl 1 3 gAH & Jolelr FR faeRer
14




10.

el ST § | 3H% URATd 37 fTRUN & HRUN HI IdT oda Hiasg &
arEdideh ATl & YA ATl & 3efshel (@A & T 3TeaRdes 39
ST & |

geiedl fAg=aor (Budgetary Control) soiedl &geaor gaey 3R o@r
fAgeaor i T W TEAE & o s-fafEn, S qur s & e
fAaRa s g@ & afesmamh & § St § dur goe saeR fdes
FRAFAHT & Ickegifdcd FfRa & T arad § 3R J9 aredfds aRRoma
ATCRT 81 S § df 33! Jolerr Hfasgamol a1 soic & uiRa a@aar & &
STt § | $HY SATawTad FRATHT T HRASAT # IdT 9T ¢ |

Wawa aReagsr (Marginal Costing)-88 deelleh & 3Heddld Scdlee-9Regdr
F qRadTNe (@A) aur &R, & aoff & [enfara & arar & | 93
IRETT g W hddl IR 0T & T FY I § | 9kt &1 379
3afer & T § ured 3 F F gerr oar § 5w ¥ e g € | deea
aReaae geaetr & Ao ot # sgd @ giar § |

vk d@issr (Decision Accounting)- 0T oar iV gseyr &1 d&§d
Agccdq & g | Ao o &1 3 R & A A F Affed et
¥ gaFss fGhed &1 gAd &l ¥ § | add # AT o@ieed g yormel
T @ R Tg T ufhar § O yerw fRE F1 & o A 3fean g
gifd & =geddHd T F Tl Il ¢ | 8% folv HAd fAgervor, @A-
focde faveryor, omsr-Amr faverwor e Twelidh gater & St § | geew-
oGIdheT $HI deheliedl & MUR W A0 o & “saer AR I & sdafas
aur IARTT g & Nt & F=T S Fhell § |

fge=or Awiwar (Control Accounting) - a&dd: Jg 394 3T H Fg
AW Tgfd G & | JAT IRegyd 3R Foredl [T =t & 3e-3me
e & (foror- faveryor, gfddes dor faavor 3nfe @) aRega fAge=aor &
£ | 3o IfaRea redRe VwumA, MeaRs 3iReTor aar denfas 3isheror &
A fAgeaor & oY ger F ST S Fhar § | SHEqet aReqy g &
I 3cReIR—ca J@ieheT T dehelles T o TAeT fFAT ST & | 58S edaid
I USRI had fade7or aReadl & o & 3cRerl giar & |

q@Heas A@HT (Revolution Accounting) - 38 Yfaedde Hed @il
ot Fgd § | SHS NI FEAT A Yot & aredias et 7 gifEd g @
faeare fGemer & | cuqara & oot & A0 S 2 @ LA H @A U
STt & |

HIAT &A1 HYAT "agdA (Reporting or Communication) - ST 32T
TG & HI-GRUMAT AT 30 AgeaT azdi (Dee oo & aAifcq H

15



AT HTERTS ¢) & IR H Yo Hl ol il el § | 38 oy gfddes,
faaror, e a1 RFey gedie, ar¢ 3nfe gfFaat & ger frar arar & |

1.8

Yee¥] o®@ded & &I (Function of Management
Accounting)

q@leATT a9T 3 (Forecasting and Planning) - &1 & 3{eYeells
qUT Ereehrellel o1& AUTRT ST quT Feotehl Wit & ol AISTlr Sellell Saetr
G F IHE F § | GEGAE TAT JRST & o FFEAEIdT, gqied,
- TFaeY, M FITEThIT doheilch AT HIV-YdTg TIa0T, Foieed, Uoil-oad
TS, AT IR e Jeey-ordished T deheilch JAIT HT ST &1
Farfsa & (Organising) - Jee¥ gaRT FEipd AT & ohdeads &g
SAITATAS TEAT & 33U TdeT ARG T AT ATl & Fdfedd Ud
gaffya g & for s @RuiRa e geeu-o@ied &1 gaEr
AgccdqT T § | 396 O yeeu-o@dd 8T & Affied Faamiar &
eTfca-faeiRor qen fReR-Y@FT Har § |

$H+ AfaRed cgaay Oy $ faRrseansi & «ae & W@d gu 38 o
qaife Fd aAr Adeqd a@r-yoTelr @& fFAURer gur Aif3E va Selaclias
IFadr & FEH S v H A F1 FAURT geey-oEmed & w-aT H &
afEafaa & |

#H=aga (Co-ordinating)-H&AT &1 Theldl & o s8% Affied forar-serdr
H HHeaT T FAT HERTh BTl § | @Head § AR Hredr a6t &
JUT HEAT & o HWFdA g § | Jaeu-ad@iched Affieet caraafls fransit
H GAaT TG T § | 59 oy Soc-YuTTell Agcaqur 9T &ar ¢ |
fasurgsr W fAgeaur (Controlling Performance)-& -aRomAT $r shaAsg
ST AT A0 &1 S 8 Jeey-olETeheT aRT & FFTfed giar & |
Jeet-ol@lhed  HI FHAT-IRTTT dohellh & IRSTT HeT0T Joar  sofedr
frgeoT deeltes ¥ Frficas @ ey Paeaor @ema gar & | aweh, s|
g 39Tl gt R 3T AT @ & ol Aaeaes cgaedr i der o
Ye-oldlehed 1 8 1 ¢ | 30 & AfaRed I7F | 3R SRR G#7d
el & AU JerU-a@OTe UeeY @ 9ol FedNA lddes AT FHRRid-
faaror s R # |

e Reawor 3k swrEAr (Financial Analysis and Inter-pretation)-
faffesr orarufddear aur 3T Ocd THEET 1 GREYT U9 SOedr
376 TISC Ud ToladH & H Taotl & FHET Y& el Teotl-ollehel T
g | fachy fAeovor U deheiiehl &1 & | 38 O or &7 & araands
AT RIS ¢ | Tt H AACIIIT 5T AT T AT I-T ST § | 3
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8 FH A qfd JeeU-o@ITe € AT § | Seeu-a@re [affes gEdifad
RS, Aot aur [t & ey At 7 QoW aRar § dwr
3oThT TET SATEAT T Hediched H Jaet HTI eI HT gl

. Fagd (Communication) -Hagd & 3IREA HEAT & 3eddd  AfFadl
(JSteh] AT HATRAT) dAT ST & SfFadl (IMgehl, oleIgRT, HOTIH-L1fry,
dot gfe) @t fAder g gaor doe @ § | HET & FAIRAT F1 g fem A
fAIRT ==, s [Affes fharhadl R gsraemel AT @ Jur 85
T o & foT Jeeg # AT F IR FH HI-g -3¢ A gl IJaTH ¢ |
fRelt TEar 1 Haga 9RAT A UeeU-ol@Tehe HI Hgcaqul T Bl § |
Y-S @TaTe 30l Ufadesat dom fasmei swrefie-faaRot garT yeweehl &
IHI & HRA-GRUMAT & HGod T § | 38 dE 98 YhRld @rdi &
HIETH § HF0 & R, AR auUT AT SAdr S §8T &1 garfa
aar RUfY & 3fgerd AT § | T8 & FAORE # e & gerfa F vy
H Il ¢ & ¥ g8 dfaied @ dur RJARor IR &ar & | g8
sfaied e, T 3R e FR-FARERAT & garr nfad afdaee
quT fqROT R e AR 308 3o FAGT 37T AT W T8I e o
U -l & HFII-8T 7 & 3T § |

. Rw anra 3 anfde srewwer (Special Cost & Economic Studies)-
TEAT & ot F ofg & v yeru-o@ih § ORI sregad F1F gerdr &dr &
| 3GeXoT & fo U HagT HT AT GoleId ARd adT e &
TFaeY H 3T | SoT EATAl H ARTd-ollH-ATAT  TaReivoT, FHA-fawte ac

e derelish AgcaqET g § |
. e & e aRFERAEt &1 9% v rmIas g@ar yae Fe
(Supplying information to different authorities)- T <araaRs d¥AT

T FF Igd ¥ GHEN F de1 giar § | 93 el 3Ry fr oar-gaer
Fraeell TRIFA et B § | 30T & O 3cuea-vs=us & oy
gred 3Rl &1 faawer @fed, S fF 3Rt & o o § | 34 g ured
foel i g dhclI-fasmemedst & fod Agcaqoy gidt & St f 3curesT yaeush
& o g § | 31 UeI-oiEmaTel &l Ucdeh TAHemEgeT I HaRThdisil ar
HEUgad FETTT AT aifed R 3op 398 FFaleud aTdh o
3RT ¥AT W Ud 39YFd ® H Y& e AR | 36 F F FeAAdYES
T & ol Jaed-oi@drel Affied facda duar aRega adsT &1 darg ot
T & |

IFd fAdas & Toe § 6 yoew o@ied & FF 4T H HA §gd &
A9 § | aFdd H 3EA I @l F Y I § E yeews dr prrerar
¢ " |
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1.9 YdH-oI@hed b IRTAAT (Limitation of Management

Accounting)

I Jeet-oldichel HT fdhrg Jartrehy fAsaresl # gurR o« & 9fd s
HTed FAgeaQUT T § e sHHT goTaRierdr At sRol & AT g
2

(1) Rediw 3t @wra @@l w amnRda(Based on Financial and Cost
Accounts)- Yeet-olWichel H Fgard MRl I el of@l, o ot
g 3T ToIGl ¥ Hohfeld $T ST § | 37el: Jeoetrehry ATt & Ygar sgd $o
g1 Alfers vorgl # ggar W A @ & | sud gRafda oRfeafaat &
g fsrel I forsey @A, oY e @ e @ gee 3R g
® o 8 |

(2 wrafrya RAwat & @ &1 awma@ (Lack Of Knowledge and
Understanding of the Related Subject) Yaey-oi&@iched & Hel e T
gred T ST Tl & Sidfh Yeed &I 00 T3t vl (@i, aifeae,
3T, gy & fAghd, sfeafaaRer 3nfe) & wdfd a8, S8 saer
HIGST G ¢

(3) eaasr fAvke &1 geFaa  (Persistence of Intuitive Decision
Making)- Jcafd yaet-a@ished $ dehellenl & FROT Hedaeng Aot
e dfae Ao o od § fheg Weldr & #ROT Yeew # gEd
Iedetiea Aot i 3R & @ ¥ |

(4) fhaFaga # ddear 3R WH=aT &1 3ema (Lack of Continuity and Co-
ordination in Operation) Je=d-ai@HR GaRT fderel I fshy dd dah
FIE FAgd A8 WA I aF & Gee & T TRT W A% paeaad & o
gAfead 3R Tdd Tt o FY S | 5T JHT H G- Wiched T Hgcd
THATCT & ST & |

(5) vt &1 fa@weq gt (Not an Alternate of Administration)- Js=4 -
AWIhe] Yool AT TR &1 [dhed o161 gl | a&gd: Ig ol WRIEel @
TERIAY T I3 AT § | Affea Aot & o smawas gaad v aer
Ueet-ol@iehel & w ¢ | fheqg W0 ot 3R 3o fhaeadsT &1 &1 yaey
g g2 &I BT ¢ |

(6) fawT wx@ar 1 3@ (Lack of Objectivity)-Yeeti-o@drd GaRT Y&l &hr
TR gIA3T A AAT-AT FT dea ReTAT TdT § A I F Heholod
¥ A ST AT dF 37 W AfFed Al g AT &1 go1g g3ar & |
$HY 9T 3R - A GFATA 96 ST & |
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(7) sy WX (Top & Heavy Structure) -frey T¥amT & Yaet-ol@hed &I
YT & oA Ueh <am9eh
HarosT 3R U FI HEar H AIAT 3N cggEAm3 Hr 3aeIySHdr gt & oras
HRUT ART 1 dgd & TAlell &1 Sl & | A Ig 93 Fadr™ carl &
AT ST HHT & |

(8) dw1RA=+ 3rawyT (Evolutionary Stage)- Ysey-oi@ishel 313 379 JHhIAH
HIEAT H § | A 0 [ARQNUNcAF ITF7 9 daeiihl H UR AR fGant &
aterar (fluidity of concepts) & &RUT 3% hdleadst # IfARTdar &= g$
g |

1.10 RIeT

Jaet-ol@iche], ol@idhed HIMIAT HI H IHR & Jafieor, favewor wa
TEJAEUT & e 3T e Yy cyaary T Afadr @ AR,
ST, Gored, H-aY g fAYA0T F HF UG IGErT HIATelSd FRASAA F
qTYT X Toh |

3T YooY oIl ¥ drcad WY R s R/, ugfd vd asele ¥ & Tehar
g S 9at & ol FAATHT I JEJAHOT 3UYFd & H Y |

1.11 HEYIY 90T

JaeY of@iehel & T 3T g7

e oI@Tohe] Sl s af [aRIvdr 9180 |

Y& oldiche] T fhegl I deheilehl & o1 fAf@T |

Jao Wil & P IR 32T Id1ST |

'FHAR H FIIT H ST T Wi Pl FT gl SH FRT H HAgd
HASSV|

e ar@iee 3R Je=y J@ihd # HIS a ek AT |

YT oT@lehel T YepTd T Fehrel ST |

e ordishel & 81T H did-dhid & favg afFafea fFr s &2

Yt oI @R Hr WA F1 quied HAT |

ok NP

© ©o N o

1.12 ey I

Yt ol@lehel -UH. 3R, 37Iydrel
Principal of Management Accounting -S.N Maheshwari

a s~ w PR

Advance Management Accounting- Ravi M. Kishore.
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6. Management Accounting -Khan & Jain.
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SIS - 2 : fdcdig faaRoT (Financial Statement)

FHE A F¥Er -
20 3T
2.1  gEdEs/aiEd
2.2 facdT [AaRon & 3
23 facdT Aol & 3727
2.4 fOcdg Rawont &1 g
2.4.1 TEIfa QRO 3rear fgr
2.4.2 31T f3aRoT 372ar STH-giel SATar
25 facdT o & wpfa
2.6 fOcdT ARl & R{T @ arer 98T Td 3YANAT
2.7  facdrg faeRon & 3avdes IoT
2.8 facdg Ragon & dran
2.9 IR
2.10 <rscrdel
211 TT-RG T/
2.12 HegH T

2.0 32T

SH 3HS & IJEATA & 18 319 FH AT g Fehar o
o e fJaTom & 31 U9 32T a1 Tah,
o Ricd Rl &1 avie @ @,
. R Rl & vl a@ w5,
o facdig faaRor # R TWT Tl Y&T Td 3Heh! IUAIITT Sl Heh,
. R Reoit & 9pT v Eed aar |

2.1 YEAEA/IRET

fOcda awor & acd 39 vo@ ¥ ¢ O9d cgaug @ gFslud facd
JIaT & g5 & | T fIaRor or@iee iR & 3ed § aIR R Sma € 1 3
Sot eI @ichel & 31fodH 3cd1e el ST & |

dGihA Ulhar F (e cua@@e dd-gat w1 ifeEs, geifevor qur
Tfercciator fFar arar ¥ | e saggRt & @i & Aregd F fead w9
#H facd faavoit &1 AT far srar § O sgaay @ grafeud Agcaqot
ficds quemd 3ucietr A SN & | 5 IABN & HUR W Fa@T A
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grsfrya Rffied 9aTPR S yeawush, ddeR, &gR, 3YHIFAT, TIHR, THATT
AT 3T TFTud FEufaar Agcaqul AT o Fhhr & |

o Aol 7 3ucey g@ad Yeeudl @ [Affed St & Faree oi-
AT, I, FHead, A vd fageaor & dg™s gdr § | 37 I8
3maeTs g fF ey fAarolt & aR & quT SeRT 87 J2T S8 daR e &
qul AUl Ud HaA RAgledl & €7 @1 3 |

3T s H Y facdm AR &1 31, 387 wa 3uHr whfa & 35eage
F U7 e el & YR, 3% o7 F WABT & TR F SThN 9ed
HGT |

2.2

focdm faaRoii &1 31 (Meaning of Financial

Statement)

facda TARoT & dacod 39 Jor@ @ § 0 Iawy § eeieyd g« &
gS & | ¥ AT @i Uik & 3ed F IR Y I €, I s ey
AGIHT & Hfedd 3G Fgl ol & | T TARor A ggerm &t dferead g
TYC 0 H GE&d e & @1 $o off i § | ey gaen a8 gaer g §
St iRy dwer i fachy Rufa @ geefma et § | safor fRcdy favor
s fAuRd gag W g fr Acd Bufd qur v g@gaf fr hanit &
gRoTe F1 AF0T § | 39 9R, facdg favor & 3me 39 fAwor ¥ g S
AW 3Ef f FAIRT W Faam fF Fcdy ufa vd amaie sraf &
aRUTA & Yehe AT § | 38 39 a0 & Faifad 9R & @6 9 Y
AT AT STARRT ITed Y ST & J207 39 36 & 3ed F T 1 [Fedg
Rufy sl s & |

e {aRor e wfddesr gfhar & 309 & | Eead: e [aet &
Th R e F vh [gr, anred &1 [aRr, Ass vare [eRer gur Reufort
Td g fIRuT qUr curEdcAs ey afFAfad fr o & 1 s @@
IR Ud qEAT S g ol F o 7w ¥ yar gk @y o S g,
afFAfaa gidr & | O [& ARl 9T g g9y U9 38 Allfos
QUS AT Hed IRade & FHET & aX H g Thdl ¢ fohed [Aedry fdavon #
W AE Sy TOTAR F Uiddes, METENT VT, Y & R U9 faveor
S i facdT o ai¥s ufddea & g &, afFaAfaa 81 7 ara § |

T ey faaRor ST €@RT W S aTel oiche 3ifder@l & 3R W R
ST § JUT 3R RIR IR H THIT: Thhd @i [RAgledl T RERTIT
T 9Telel fohar Srar § |
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2.3 fAcdr fOaRuit & 38T  (Objective of Financial
Statement)
faedr et &1 AT g IUARTHATIT T HTEaRTHdT HI qfd &g 3HTaRTS
JAAT Fel FET QI § e carawmRe Aot & faw wgwa R S
ohdr g | 37 Aol & [ffea 3327 Reafaf@a &

1. EEAT F THTSNT AT 1 HATET AT ORI Ud Hodlehed el g 3HTaRTH
AT FeTeT eIl

2. HEUT & 3USY AT EATIAT AU & FHAEYOT 3UANT & v 3raeges e
YT &

3. fafedisst td oeert & fov fAffies AfARaaant & deest # o Jas
GaTEl T AT o@le, Jolell el dUT Hodkhel el &g 3HTaTeh el
3YCISE FATT |

4. Tdr AT H {AeaEHIIAT Sel 8 e qalegART et el |

5. HEYT @RT HHANSS aTaR0T A 3ooid del g [hd I HrAl & SR
e |

2.4 fcdm f@aoil @1 guld  (Description of Financial
Statement)
el off deer A 9@ ¥ & AT facdy fPevor IR 73 sma €
2.4.1 FRufy favor srrar fgr
2.4.2 3 TdeROT 3YaT SATH-gliel @rdr
2.4.1 feufa favor sryar RsT (Balance Sheet):

Rrgr e faRont & Faifte Agcaqet [aRor § | 3@ aEga: s R,
e RRufa &1 faavor, axafcadl va giifical & faaxor, A= va gridcar
&1 faawer, geufed, afRical va Fael st &1 faawer snfe @At @ o gomr
S & | R gaa # e RARed Ay Neg W gwufeadl, gt wa
TafAdr & Ra eaeth = geiar § | 3ceony, 31 A, 2009 &I F«lrm
a7 fordlt wEm & fEr 5w Ry fAfYy w e & iy Rufa vee wwar
g | 8@ UF IseA & AdEER, ' 'REr ve A ux @ S 3uwA &
FafAcagFa GFfca-Aedl 3R 37 FFafeadl & g wogEanit qur wafaat
Feai M gRIT @& 1"

3H aRHT & AR, Hedl T AR @@ g § S 9AF Ag & afaderd
Grdr & @alslr AR S FFes & ag sadr § | 39 @ar 7 e wmh
g e gEafeadl HA-HfA, saa, Afader, ey, d6 & UFs, geaey
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I3, Affed Sfer qur amw-gfa @ & gifa e 3fee A giar &, orif
R fEmr a E N, R wor (@R v sgfEe), d@@T e,
faffiea afRca T amrgfa @ &1 o Seer #fse AW gar g, s 3%
@ S § | SU¥ el 3R FT AT e & Sar & | 37 R Rrgr fFa
fAuRT A N v EelRs T f gEfcal, gt it e &
¥@ed HT [ad Hedl W [Faor § |

Ry ¥ Ot WP & AT F TG I TF 3T AT e it amert A
39ARN #T QaERor & §7 F off THSTAT ST ThaT § | 3T% afdca uaT # 3
AU (FGTfACT 1Y, oeeR, ROT 31fe) #T few@rar Jrar & fSed gl ured &
IS § TUT @HFIed 9&T H 3 FAel (A, Had, M, Thew Ife) Fr g
ST § o 37 Arget &1 39T AT R § | gk wsel H, #AEd el
WU § qUT FAET FFOTCaAr 3T § | Wf caaw # G & wher e
& @ & e @ WY, safod RE & et gelt @ @er off skre} grar
¢ | 38 T & 'R fndt e A w1 sgaam 6 R fafa #1 3my
e

% & $& (Function of Balance Sheet) :

g carr @Fr & v =faf@a e Agcaqt F17 @Faes R o § -

. wEar f fufa & aee). REr w@ffdr @ e waFaat & g &
feufa 3rafq e & gedfcadt v 3a% favg gl T ggear ¢ar § aur
Uy Afaat & 3w gRomAt Y geifar § |

. aaar Rufa i seer ;- T der & Raar Bufa oo s S ar g
AT & AR HEAT GaRT 3HF RO & ST B & AT et Sl &TAT ¥
¢ ol T g e FFdfeadl (e HFalcddl Ud dref aTfdcal &l 3feck) GaRT
R & S ST A

. AT Y AR . ST TEAT H AT ATT HATT SrbTelA FHOW F
YT I &THAT T o SeThRY Sl § | TEAT hl MUATHAT &l AT el
TFafccdl T ol aridcal & 3HeIdTd HUaT KUT-HHAT I & fohar ST Fehell
€ | O &7 39 36T HEAT T MU §TAN N @Ak H 31 & ¢ |

¥ #r 7Y F1 Feifeor (Classification of Balance Sheet Items) :

g i Fel & geffexor garT Ry Twer & ARy a¥ & gEafeaat v grfdcar
¥ grafeud 3eardl $ 38 YRR & 3T ISl & Ieqardl A1 GEN HEAT 3qar
36ANT & 3Tl & JoA d S bl & | 38 Tfoe & g & e #Act
@ 3T HUR W FElipd eh AT %A H WM S g | FFGEA
HATAIH & IgER G Fal @ gEaleadr va gifficdl & fqeiard foar sirar
¢ | gFufeadl & O (i) TR @Fafeqarn, (i) Afam, (i) @re awafear,
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®oT g 3fA, Tur (v) RAfey ar wffg cog s &7 @ = § | 38 R @
aifficat & o () 3w 96, (i) ¥99 wd anfRew, (i) gRfaa =on (iv)
IGIWT HOT qAT (v) TTe] A¥ed TS IRl H fIwiaa fmar § 1 faeg
facha fRawor & tfewior @ Ig geffeeor 3T 67 § | 31 favewor wa
e & fewor ¥ Rg & [Afdes #ar &1 geffexor 58 Rgea | & 3o
HFqieddl H Hed alfidcd ddT TATAIT & Fdcd & &R @Il &, ToFd JHR
AT ST Fohar &

. gFafeadr (Assets)

TTel FFafeadr (Current Assets)

TR Tegfcadr (Fixed Assets)

faferaer (Investment) fafay ar Tufid saa (Miscellaneous or Deferred
Expenditure)

. @fe (Liabilities)

are &1ffca (Current Liabilities)

Srsleld gridca (Long-term Liabilities)

. FarfAGT Y §HAAT A1 g AT (Owner's Equity or Net Worth)

3ter golr (Share Capital)

9T U9 INFT (Reserves and Surplus)

gFufeadr (Assets) :

wrafeadl ® et @Far & Fafica # wonfaa sl ot ot HE awge @
AT FHRT F T F oRenRa BFar ST aFar & | geufeaar s R et
g1 () BT aFd QFs), (i) AfEH 1 @ea [Qum, T 3nfe), T (i)
A U AT AC S SFGE H A IOl g 99 AT SgFET R ST d@EA
& gfafdftc sxa & | @l gedfcaat & Ry & avaar srgar wilRcaa & &A
H ST ST § | 3 FFfeadt @ FART fERIVAnt & 3R W AffeT et
H @ ST & | faRewor dr gfte & geufeaar @ e gaif 7 arer S g

. dOTe, Fqfeadl (Current Assets): el cgaar # 'arq FFafcddl & 3R
UFhs Td W 3 FFafeaddl HYaT Ul & g ooe cga@d & AT
aRares 9% H UFs & Igd T I, 9T el Jgar 39307 7T e Hir
HFATTAT 81 Hhcll & | I§ IRl T HIYUROTT: U ¥ & gial g | 3T @lef
TFfeadl @l 99a 39T Ahs #H IRafdd o F Ao F @lar S g 1 3
gerufeadl ool 3T 3eUshlollel TFdicadr Y @gelral & | 39 YR HI
grafeadt & (i) gTRY Vs T S AW, (i) wrea [y, (i) R_RAY R, (iv)
Theu-Fedl @A, - A aur @A @1, (v) G D gfasfar,
(vi) fIF T, (vii) Ghacd a7 3nfE o FfFAfad fonam Srar § |
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2. ¥Rl gFafeqar (Fixed Assets): TR @eufeqal & @dfeadr giar & foieg
ST HAlelel H AT il & T Tler Srar g, 7 &6 G S=ea o
FA & T | Fa vd AR F el #, Tyl gFufcadl, saqq@ & wardd
# ggFd VT TR vFfa f gFaieadl g § S [T & o @@ @
2 1" 3¢ 'said (Block) am 'Geiora @Fufcaar off #gd € | ¢ & sen &
o fham ST FhaT .

(31

C))

(N AT ERh gEdfeadr. aur

(@ IS TR gFEafeaar |

Ad ®wmh @Fafcadr (Tangible Fixed Assets) 3@ gidr § foewer
Afaw TawT gar § dur S IcgeT §9 ¥ @1 o ThaT g, Sa-
HA, Hael, I 19 Afe, Belter Ua fhead 3nfe |

AT TR wFafeadt (Intangible Fixed Assets) 3 @@ufeaar ghar
g o #15 #Hifds Ta®T AT gar aur 7 & [Aual JUar sy gar Hr
AT Tl siifares awq & wfafaftcd axcd & | g1ehr 3mT aeaa &
3 USRI vd AUt & § Seieh HRUT Toh cTad@T qE cFad
T gofeTr # 30w o FA f A A gar & | 3 3T gEafeaat
H Hod Y HGAT HT AHSI Afdd W TR a1 § | &7 IR &
grafeadt A (yeaifa, (i) Fcarf@sR (Patent) Td <R g, (iii)
giaforcaf¥sR (iv) amsdd. Joar (v) 3If¥&R (Franchise) @ enfder
o Srar & |

Tfa v g & faRed 3o offd @dr & | TacasR s
ASHR FT 3TART A H THATT Y& Hd & | SANRE &g $©
A, REd, ded, RBerge fe & 39AeT & 1 ThATT HRER
guta & | wfafcafer aRfcos, @ofids o1 Farcas sfaat &
3cUles U fasd e @ wHafeud § | amdw a1 3feR g s
A A TS YIA UG 3G 99 & THATT JTOHR T He=e gher
g

3. RfEAwr (Investments). @ vt Ae=or & fou fFd & c@arr gEdr
TEIT T WERT foemrat & 37 a1 ForEr 7 fafadies e sgerar §
g1 Tafaamel @1 Sdera 3T 7 & A tF a¥ § 3R¥F FAT IF W G
td @leT I & | gae JfaRed seuafy g R o Rfaxer off s =
# RER o € | g Ry F s oed Jed W Rl S 8, fhed

ST TSR Hed HIsos # fear Jrar & |
4. Ry ar Taf@a sa3 (Miscellaneous or Deferred Expenditures) : @
TFqfeaal ot 3udad fordt aof & g7 3ch, 38 997 & W@ I € | e
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¥ Tufdia g3 (Deferred Expenditures) gid & TSieTehT oTd TTAT &I 3TIMHT
FS guf do UItd @iar EaT & | sy F ¥ geafcqar off eaw @ oy ¥
Sieg oma-gifel @ & 3afaf@d & f&ar aar § | 39 &R & geafeaar #
(i) IRTEHS e, (i) 3T Td MHOET & AT W ATFONIA FARA T €,
(iii) emar-gifar @ra 1 3fee Av 3nfe A FfFAfera fear arar ¢

gl (Liabilities) :

gifcal & T & uid Sl afFaat & gt & w7 F gReia fRar s
ThdT § | gEX el H, I8 98 IR § o v dear wafdat & sfaRkea
e cafFaat & 3ol § | gufcaat &1 31y yeeua Rffes adah @ fFar srar
g | T T8 A gEmsdl, e g HomEt F Agd ¥ el R/oT o
HHhcll § | HeTehlelled RUT ATl TF HAT3HT & 3UR HFT & & H g Fhdl & I
Tl dd 998 Te §ET 3UR oA ¢ ¥ &g Id & | g% A | g
gufcaal &1 37 Jeeted A g, 37 Th 3T #F F gufcadl & [aeg e ¢ |
Nl T AARDSRAT & IMUR W S a AN () e g¥ca T4 (i) SrevepreireT
aifiica & gafipd fonam ST HehelT § -

. =1 &f¥e@ (Current Liabilities). w& favevwe & tficwior & are] affica 9
THY eqdrellel gifdcd &l & oI foh AHAIAAT Uh ay &l Jae H 367 3R
ST g § | Ay & s gifdcal o e ATl FEufcadl & ks A gRafdd
Fh HUAT AF e alfdcal & Fold caRT fhaT ST & S ITeUehloled
ST s e € | O aficT ouaE F RS ¥ IRl & HROT
39T gid § | G alfdeal 7 (i) SaMRe oeer, (i) & f{uw, (i) ¥
arerrer, (iv) 3feed oy, (v) s fafgewy; qur (vi) e a¥ fr @™ #;
MeAT HKoT 3 F@fFAtara frar sar § |

. & e (Long-term Liabilities): ¥ gifl¥ica St age 2
HITAT HH F HA UH a9 § AOF 3@ 7 fFar Sar § S aif¥ied
Feaid ¢ | ¥ gRica &t grufcadl W 9ok & 3R W “gI@a aur
SRR & TR & @ § | Qberee ¥t # () Foras a1 SvgE (i)
SR T FOT, dUT Srehlollad S HOT 3MTfe S AFATIT ham STar &1
F@fagt i @AaT (Owner’'s Equity) :

SIGHTT & TAHAT IFAURT Fgelld o, 3 TAAAT T fgd HFEgelr HI FeFdicdar
Td 385 aareet 7 et & o Ra A TR o cged war €1 g
User H, TAIfAAT Y TAGT AT 7T T TEAT F FATHAT FT g HET AT SATAT
¢ O ofd wfaat & f 1 30 g7 AT (Net Worth), 'srereniRat &
Fwar 'gg RfEAST @& o Fea § o TFIa: o Gufeadr # § o1
g giffcal (EreeTelle Td 3Tcudhlelld) I A Tl & ag AT AR & SR
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glaT & | ¥E URT AN TR g glc dfosh Hhuell T Hufeaar H IRachT
g W 3@ oY gRade g Srar g
ailfica "ear $ gFafeadl & fO%g gl AfFddl & g gid 8, S«ih
TafAdr fr THEAT caade T ¥ O%g TEfAdt & grat & gafdr ¥ |
fheq , TarfaAat & grat & i osGRT & gt Sl o861 @il § | oelaRT &
g faufa @ g1 3R 3 Hqaaw fRfea @Fg #§ e usar €
FafAdr & g aRafda gid & 3R sah af d8r & A W & Ui
N ST Fhcdl § | IRFH H TEfAAT H FAGT 379 GaRT Yeed IS F 3cesT
gIar 8, fheq I8 TFuT f1 3ol Td 3% [AROT & FROT gRafdd & I §
| HEIT ST AT 3T g AR & gral & JTfad A8 e faeq Farfaay
T FACT a7 ST U (@FQUT A1 TFH AT & Udhel W) §¢ AR J207 gifad
Fr g H HA g e | AAURAT AT TAIATAT ST FAAGT H & dcd (i) Toed
gl (i) 3T vd T g § |
. 3 qaft (Share Capital) : 83 372emRaAT garT QU 7w Fiwt & @iFAfd
fFar STar & | $@F @AGT 3w 4ot (Equity Share Capital) d2m 3ifR&Ae
3ter 9oft (Preference Share Capital) gier &r foram Sirdm § |
. 99 ug A{fUsT (Reserves and Surplus) : 381 3R gfauiRda e«
T g | Ig IUURAT ¥ TIfd i T g8 ANT § O 308 o & & A
T e § afew cumE # U forr awm § a1 oo RfEfee & e
T § | FEH (i) e F9w, (i) deied 9T IUT 3= @9 a1 Jfaaika
STH ST SITHATET & &9 # AR0T Iy g1, afFafad forar Srar g |
wufeaal. gfca ve warfaat 1 gaar & wey ¢
ufcaar Rl Teer & daye § Oeg 96l cOfFddl @Rt Yeed HISt AT
gl 3R FIfAdT ganrT Yeed @INT A1 F@IAAT HT FAGT § 9red HAT SIAr
¢ | W el A, guleaat sl fFddt v wfaat & REdea &
yfafaftcg Wt § | 30 Teu & 5T oid @R garT Yehe R ST
HhdT ¢

afed = gFafeadr - @Al i @aar ar g AAa

rear

TfAAt iy woar A g @rafeaar =wFafeaar - afde
I9gFd FHEOT ¥ Tose § R Tarfaat fr awar aed cafeadt & qfdeat @
gfd AT & T TEAT F AV TATLAT T gl § | g@y Usar A, warfdat iy
AT GET F wEheadl F g T § Owdr qvren g wEfeaat #i
AT FI& HN AT el § | AWiheT FHGOT § Y FFITeddl AT FQTfAAr
N AT AW Bl & | AT Fol FFeadl U9 glAcal # aRade & SHRoT
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gg grafeadl # qRadet giar & a Tarfad fr gAar # off aRads gem | 78
gRads 9T TG AT H & The g1 |

&% &1 9”"a (Form of Balance Sheet) :

fagr &fdst a1 @rad & 99 (Horizontal or Account Form) 372@T 3car T
gfddesr 9r&a (Vertical or Report Form) # S&dd far ST &@&ar & |
SR T faeror &uelt rfafags $r gl # (T 31) & 360ER
HRFRE: WA & § (Account Form) # & yegd ¥ o € | @
geafeadt g #eT H gUr Eafeadt & 7Y geeud & U AT ol Ua
gifca s omer & U S § | 3 drel a¥ & 3R & ATFEATY AT Ay
% 3R o T o § | U FredlaAd FEIA & 0 AT T uT Iy =

IAT R
XYZ Company Itd.

Balance Sheet

(as at ......20..)
Figure Figure Figure Figure
For the For the For the For the
Previous Liabilities Current Previous Assets Current
Year Year Year Year
Rs. Rs. Rs. Rs.

Share Capital

Authorished :
Equity
Preference

Issued & Subscribed
Equity
Preference
Reserves and surplus
Capital Reserves :
Securities Premium
Other Reserves
Revenue Reserves
General Reserves
Development
Rebate Reserve
Investment
Allowance Reserve
Debentures
Redemption Reserve
Secured Loans:
Debentures
Unsecured Loans

Fixed Deposit

Fixed Assets :
Good will
Land and Building
Plant and Machinery

Furniture and Fittings
less : Depreciation
Capital Work -in -
Progress
Investment :
Quoted
Unquoted
Current Assets ,Loans
and Advance:
(A) Current Assets :
Inventories
Debtors
Loose Tools
Cash and bank
Balance
(B) Loans & Advance :
Advance Recoverable
in Cash

Loans to Subsidiaries
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Other loans Deposits

Current Liabilities & Bill Receivable
Provision : Miscellaneous
(A) Current Liabilities :

Sundry Creditors

Expenditure
Preliminary Expenses
Bills Payable Discount on Issue
Accrued Interest of share
Unclaimed Dividend Other Deferred Expenses
(B) Provision :
Taxation

Proposed Dividend

Other Provision

gfadest 3r¥ar 37 yvT (Report or Vertical Form) :
aifast a1, RFwred (Y & sarr =1 3dad veR & fgr A fagersor
$r e ¥ Af¥F 3uAeh A Irdn, da: ™y & gfdded a1 3¢a F H
g&dd fFar Srar § | 9iddes ¥ # RE § g9@ IR gEafcddt gur 9 A
gIfAcal U4 TAIAAT & Tdcd I AT ST § | 39 YR & g § IJg Tose
g Sl & & o gedfeadi § § T arfdcal 1 " & a1g JerenRat &
Tacq fohdall oo 1 8 | 01 g &1 v 9w o feam g §

XYZ Company Ltd.

Balance Sheet

(as at .......,20...)

Schedule

Figure as at the

Figure as at the

No. end of Current | End of previous
Particulars Financial year Financial year
Rs. Rs.
Sources of funds
(1) Shareholder's Funds 1
(a) Capital 2

(b) Reserve and Surplus

(2) Loan Funds

(a) Secured Loans 3
(b) Unsecured Loans 4
Total

Application of Funds
(1) Fixed Assets 5
(a) Gross Block
(b) Less :
(c) Net Block

Depreciation
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(d) Capital work - in - progress

(2) Investment 6

(3) Current Assets , Loan and Advance

(a) Inventories 7
(b) Sundry Debtors 8
(c) Cash and bank Balance 9
(d) Other Current Assets 10
(e) Loans and Advance 11

Less: Current liabilities and provisions
(a) Liabilities 12
(b) Provision 13
Net Current Assets

(4) (a) Miscellaneous Expenditures (to
the Extent not written off or
adjusted)

(b) Profit and Loss Alc .

Total

3ereor 1 :

fArAfaf@d @Fe XYZ faffes $r om@r geas @ 31 AR, 2009 & gACT
gl arel a¥ & fow I &

The following data have been extracted from the books of
accounts XYZ lid. For the year ended 31°% March , 2009 .

Rs. Rs.

Cash 1,00,000 | Equity Share Capital
Land and Building 9,00,000 | (Shares of Rs. 10 each) 10,00,000
Payment in advance 1,00,000 | P.& L. A/c balance 2,00,000
Stock 3,00,000
Trade Creditors 4,00,000 | Proposed dividend 1,00,000
General Reserve 5,00,000 | Trade Investment 1,00,000
Sundry Debtors 6,00,000 | Advance payment of tax 1,00,000
Plant and Machinery 5,00,000 | Provision for taxation 2,50,000
Bills Receivable 50,000 | Bills Payable 10,000
Secured Debentures 2,50,000
Bank Overdraft 40,000

feouoft . wmlr FEIfcadl & Ao T Hod TR F & § IUT g Hr

TATCT TR H N IS § |

R 3WFd AGT A fAelwor & v 3ugerd fdcdig faeror & faw=arfaa

L gl
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Note: The values of fixed assets reflect current price levels and

adequate depreciation has been provided.

You are required to arrange the below items in the form of a

financial statement convenient for analysis.

g (Solution) :

XYZ Limited
Balance sheet
(as at 31% March ,2009)

Fixed Assets
Land and Machinery
Plant and Machinery
Trade Investment

Working Capital or Net Current Assets

Current Assets :

Stocks

Sundry Debtors

Bills Receivables

Cash

Payment In Advance

Advance Payment In Advance

Advance Payment of Tax
Less: Current Liabilities

Bank Overdraft

Trade Creditors

Bills Payable

Provision for Taxation

Proposed Dividend

Total Application of funds

Represented by :
Shareholder Funds

Equity Share Capital

(Shares of Rs. 10 each)

General Reserve

P. & L. Alc. balance
Loan Funds

Secured Debentures

Total Source of Funds

Rs. Rs
9,00.000
5,00,000 14,00,000
1,00,000
3,00,000
6,00,000
50,000
1,00,000
1,00,000
1,00,000 12,50,000
40,000
4,00,000
10,000
2,50,000
1,00,000 8,00,000 4,50,000
19,50,000
10,00,000
5,00,000
2,00,000 17,00,000
2,50,000
19,50,000
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3UYFd 3STEX0T & TS § o faRewor i Tfee @ g & g6 d Fa F AW
qifdd gara forT o7 T &

2.4.2 31 T3aX0T 37UaAr o187 - gl @iar (Profit and Loss

Account or Income Statement)

(i)

g @ &1 3T faavor, ey &1 faawor, e« & faawor, o v
gl T TAaRoT aur 3 vd @eif w1 {avor anfe At F ST S § | sq
ey ¥ dfold a1\ A @Aaeor(income  Statement) § | 3 favor we
IANET oreg & | IARP TEABT 7 ondr-gri o A vh AR F ® A
R AT AT § | 3T T8 38 3T [FROT & A7 F AT AT § St
HRA # arTgifa & Bae & td @d & § F IR Rar Jrar §, 3 Jgt
s H-gIf W & A § ST SIar & |

g @rar v Avfaa e & cuagrt & aRomeA Rifar § | a8
i gorm g Fifh I8 T forifad afer dr ash geanit &1 e
FLAT ¢ |

IGE TA. THATeAr & orser H, ' 'TRET o@iee 3Ef™ T AR Adl, 9T Al
Td 3 ALY el (Y€ ) &I Flaed e el ddished SfddesT 3m-
faaRor @rar end-gifa faaRor 3 @ fAaver a1 fRardemdt @ faavo)
EICI I

I T. Bleh & AN '3 Jaror ag faawor § S sgawry & v fAfRed
3af & 3 U4 T HI VG AT § Ud dgRIed @l 3HafT & o ug
gifer 7 3ifeam TR A veRia war & |

39dad IRV & MR W F@T S Tl ¢ [ gl @rar v fefaa
afr & Ramsit a1 cIagRT &1 T AT AR giar g, o 39 afr &
TFIfCUd AL, <A TT Y W H AWEH & hgledl & YR W
SHARYTT &I & YGId Tohdl ST & | 39 @Td & o 98T &l 3R SAUR &
gt oAt TUT At @ U STAT ey T 3R Fefr et qur ot #r yeiRia
forar ST & | Sl T8dt ST Hed< et AT gl hgeldl ¢ |

3T R{aEoT & S (Function of Income Statement) :

SATH-EIT WIar a1 3T AROT T Haf & 3 U9 g4 & YdIg & | Tg
HF faR0T U AT T A & gEdr Iafy i gAfeT & 9 [y 7 go
aRadat #7 it Tuse Far & | G&T F 3T {ER0r & Agcaqul T 5H YAR
g -

WAGUT : - Wl U THAIES H & & 3T U9 g7 &1 e
AR ST AT & |
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(i) Y& AT FT AT - oIWhal & INURT AEleal & AR AEEAT H =74t d

JoHTT b Y& 3T T AT T ¢ |

(iii) AT HT FAgT : Tg IIATT FAIMAAT U e G&THRI ol FEAT dr Fhamsit &

gRUTAT T FIeTr T FFIYoT T & 1"

anr-gifar @rd &1 9Ra (Form of Profit and Loss Account) : @reT-gifer
GTd & Hs IAT IFT gl & | ARAT HFdeir fafaadm &7 s ga v
a5 gy AT AT frar ar § | Afdes coreaRes awut anrgrfa ara
FI IGET S IR TF FFHET F AR AR HAT & |

FTH-BI WA I RIS ATHR TAFT TR A1l 7 fqorerd foham ST Fevell § -
(1) 3cUIesT @IAT  (2) SUR Wil (3) STH-glf @IaAT  (4) ars-gifal fadisteT @ren
39Fd #-H 3G @Al ‘3G I ANl SR @Tdl Hehel ol AT @it
ATH-GITT WA "Yg T AT §iiA" qAT oef [T @rar "omedt & FArdise
& FFY H TN Ya FAT § | 36 YBR, AR-gI WA F Th GaAT
YT oTgl & | oIeT-gifey @i &7 dis off usT A 7 g, 38§ TTAT I 31T
agr oo H Al 3T M A Feffpa o @R e arfge, afe
Yo & fau Faifte 3udeh &g & a6 | 9 & fharewamdt & aRoma
TS T A UG & T | 39 TRC ¥ Ui olH-glel @id H ol #Aal «W
3799 YhT2l STeleAT dfRT :

(1) 9 T A T ARG, (2) STGET FATeT H 3T & A,

(3) ST AT H 7%,  (4) I,

(5) I T A e, (6) YE ATHEI |

SATH-gIfT WTAT IT: T & ¥ H dIR fohar arar g, oas ar-ft 3R @3t
qUT i AR 3 FT AGr T NG ST § | OF @I F IET Jgi AT I
g

ABC Company Ltd.
Proft and Loss Account
for the year ended ... 20 ..

Rs. Rs.

To Materials

To Labour

To Factory Exp .

To Administrative Exp.

To selling and
Distribution Expenses

To Non - trading Charges

To Net Profit

By Sales
By Non Trade Receipts &
Profits

By Miscellaneous
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To Appropriations By Balance b/d

To Balance cd | .. (From Last year)

By Net Profit
(This year)

TIATH F AR T3 ZaRT T F IET FTell AN Wil IR AGT
frar Sirar sfesw T 3 fAaROT (Income Statement) d9R fFar Srar & |
Ig I fAROT & gl (1) T F&GOT AT fAGRor (Single -state Income
Statement) T (2) «EEHF 33T faROT  (Multi-Step  Income
Statement), H§ IR AT ST | |

TF TaOT 3T faaRor (Single step - Income Statement) H HEAT &Y
FATT AT & IPT H § GATT AEAl U9 AT T geT Ar Sar & Jar Qv
ufr grafeua af & gg 3 g B

T 31 faavor & gy AT §

ABC Company Ltd.
Profit and Loss Account
For the year ended 31 st March , 20..

Revenue
Sales (less returns)
Other Income
Total Revenue
Cost and Expenses
Cost of Sales
General and Administration Expenses
Selling Expenses
Depreciation
Interest
Non - operating Expenses
Provision for tax
Total Cost and Expenses
Net profit (after tax)
Proposed Dividend

Income Retained in Business

Rs .

Rs.

*Cost of Sales= Opening Stock + Purchase- Closing Stock

(2) sgFa 3w Rawor (Multi-step Income Statement) H 31T & faffesT
ARG 3rgar fHET & wRicHs Scaiedcdl & 36[ER 3l &0 H
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fod & A J1ar & | IS YR 3T A f@eT 3896 AT F
Tl FFaet SIT 3yar IR-HaTeled SIAT I HRT-37cTeT TeIR cqadr g H
T I AT AT I ol Sl ¢ | 5H TR 3T TAGROT Haeir & it
Ud HdTeei gl & o 318 399 giar § | 38 3MUR W oA garelel
Afaat & IROTAT FT Hedierd Hah AAT Aifaar FUTRAT T ST T § |
TG EINT 3T fFawor &1 9wy S e e g
XYZ Company Ltd .
Profit and Loss Account
(for the year ended 31st March ,20..)

Rs. Rs.
Sales Revenue :
Gross Sales

Less: Sales Return and Allowances

Net Sales
Cost of Goods Sold :
Opening Stock
Purchase Less Returns |

Goods Available for Sales

Less : Closing Stocks S

Gross Profit on Sales
Operating Expenses :
Administration and General Expenses
Selling Expenses
Provision for Depreciation
Operating Profit
Add : Other Revenues :
Interest , Rent etc.
Dividends

Less: Other Expenses - Interest etc.

Profit Before Interest and Tax
Less: Income tax

Net Profit after Tax

Disposition of Income
Preference Dividend
Equity Dividend

Retained Profit | | ..

JeTelr 2

36




Aafaf@a g5s v ger fif 31 A, 2009 F FATTT gl dlell ARG

framst & dafewra §
The following figure relates to the trading activities of a concern
for the year ended 31 st March , 2009.
Rs. Rs.
Sales 11,00,000 | Administrative Exp:
Purchase 7,00,000 Salaries 30,000
Closing Stock 1,50,000 Rent 10,000
Opening Stock 1,00,000 Stationery and Postage 5,000
Sales Returns 50,000 Depreciation 10,000
Selling & Distribution Exp.: Other charges 15,000
Salaries 15,000 | Provision for Taxation 1,00,000
Advertising 10,000 | Non - Operating Income:
Travelling 5,000 | Dividend received 25,000
Non - operating Exp.:
Loss on sale of shares 10,000

IR FFHHT T fIRATUT F AT IuYFT 9T A G AT FT ¢

You are required to rearrange the figure in the form suitable for

analysis.
gd (Solution) :

Profit and Loss Account

for the year ended 31* March, 2009

Sales Revenue
Gross Sale
Less: Sales Returns
Net Sales
Less : Cost of Sales
Opening Stocks
Add : Purchases
Goods Available for Sales
Less : Closing Stocks
Cost of Goods Sold

Gross Profit on Sales

Rs . Rs .
11,00,000
50,000

10,50,000
1.00,000
7,00,000
8,00,000
1,50,000

6,50,000

4,00,000

Operating Expenses
Administrative Expenses
Salaries
Rent

Stationery and Postages

30,000
10,000
5,000
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Depreciation 10,000

Other Charges 15,000 70,000
Selling and Distributions Expenses:
Salaries 15,000
Advertising 10.000
Travelling 5,000
Total Operating Expenses 30,000 1,00,000
Operating Profit 3,00,000

Other Revenues:

Non-operating Income

Dividend Received 25,000
Less : Non - Operating Expenses
Loss on Sales of Shares 10,000 15,000
Profit before Tax 3,15,000
Provision For Taxation 1,00,000
Net profit after tax 2,15,000
25 fdcdm faaxoni & 9pfd  (Nature of Financial
Statement)
faedr feror csggarm & aARE gorfd &I g&dd aa e Joi@ § | 39
e i e Ul @ welemdie 3@t & sEs A rmEr @i d
SR 9ed gl & | ¥ Ay vd gareicAs @A &, St R gear fir
Qe A FRTad Y S ¥, SR e gfades ¥ | Red Qe
g T a0 FHS f v & et 7 ArAfaf@d faeq Ageaqo’ g-
1. foteg a2,
2. OGFT H RFRME
3. Ty fafe,
4. dgfFas @0 |
39Fd & YT Ug Hged 1 faagen RArafafaa gost & & a8 ¢ -
1. fafReg a7 (Recorded Facts) : facdm faaon # fud =& @as

EaTR¥% QFdH # o8 I FagRi W 3uiRd g & SRoT fAfteg a2y
Fgeld & | 3SRy, g #§ YeRid gty V&3, eR, ueg 9, T,
TR gFafeadr 3nfg &1 amerd fafteg dea § | e 7 tagfes amerar
& YR R fordl S g, dre aerdl W Ag) | SAadide el HaudH
HErs Sigdl A T S 8, 38 qRaId 37 9fgdl H Affies @rat & v &
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e R{aRor R 7Y o & | 3 3 Aifeg va Wfae@s a2 sgan §
|

2. AWHa Fr WFRMT (Accounting Conventions) : e {AaRor IR =Y
H orgiehe [Agedl aURUN3T d WERISHT T Agcaqul T g1 & | afdiest
Fel T IoleTd TF 3merd # fasee, TRl geafeadl @1 aea & Affes
guf & e, e @ Hodihd 3Ife Offed @uromid Rgear wa
TERBT & wfad @d € | S 919 cTear IaUROT & AR Tg AT
ST & 5 U Haug AR T 39 THI dP doldl QIM oI dh ST
Junfiss ¥ F FAYA ol N G S & | FFufcddl & iR H{ed W o
@R oled Hed W I aNT Hod & F 0 €T Y @R Sar & F4ifs
Ule], SJGH 3AURON & AR gl Fedicadl o 32T Soloh Srerhiel &
39T FX ATHIST ell Bl & S X oIl T Tl oAar |

3. @y R (Postulates): ot & TaART Bged @l cgaary $r faikse
FEat 3¥  International Standard Board, American Institute of

Certified Public Accountants , Institute of Chartered Accountants of
India 3¢ garT gfaufed va el Y @ € | s Rgedr & 3R |
JrEmarel faediar fdaor R #d € | g1 TRt gart o adl B w6 Ag
AR Tl STl &, g 3o1hT T Gl HEGIEUG &1 At o g | o & Hqar
# Hed R AR I, Fadd @1 A RAfd @ A @
grFafcadl @ 3% dNd Hod W Ruen o Rfgd & 3o 3w § |
aEdids & H HaT H Hed IRAceTiel § dU7 TR FFfcadl & GEdh
Hed 3% TR Ao ¥ A g1 @rem § |

4. &aFas f@viw (Personal Judgment) : o@ied H WRERDT Td
HAUROMHT FT AT A@HT & AfFdId Ao X R giar § | o &
W &F SEf W e /AT HUa ST Fhal &, Hia-dr [ v T2
3 91d & U or@mdredl & 39 fade & HEW, - Teld dT Hodidhd
3% dNd Hed AT d6R Hed aedl # ¥ St &A g 39 W fhar Srar g
AAfehel Theh &I AeTd TUA A0 SuA fd e, sfedd 3mmm gga e,
MFa T gAY Fed W RURa & S @ § | Fla-adr [ s3mes S,
Tg AW & cFiaddd AT o AR e |
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26 fOcd faol A Rd (@ dred 987 Td 39AifErdr

(Parties Interested in Financial Statements and their
Utility)

fret carqaiRe dEar & Rarweral & AT 1 YAF JI YTl HYar
3vcTeT & A wefad glar § | safav 9 5@ TeRm & o, 39% e 3k
gorfa & 3w 3 @ § | Ry R(axor 3@ dwur & ot g2 weifd & §R
F el gmad v wia €, 3 ¥ gl oufea ey et F s R
@a § | 3 sl afFa 3R g’ Seer Acda [aro #§ Ra § 3R s %
CaRT &1 IS AT & oo o187 glam &, 3eIehl Higied faawel oot 9K &.

1. s (Management) : e faarolt &1 Fauga 39T 3 afFadr & fav
e ST & ST <IaET T ATelel g @907 i § | SWRETT &l ATl g
foAuT X aral & & UeeH FEd § | TEeY $of GaRul & WY AN gred
FdT ¢ A8 saaary & Feradr g el afdd w1 A Far ST oaswar §
dUT FGET & ATk AT gg adeqoT v fow o7 a@wa § | 3 R
faaror getr & fav 38 gaR 39aeh § 99 9eR T AfAgedr & faw dAmer
dur AT (guage and charts) gl & |

2. RffAs® (Investor) : AT fr Ao & &uelr & 3Ry qur Sedend
FUTSdT (FROT9Fur)) 3 & | 3ierenRal &1 Foeh F§ Tk Ra g ar § | Seer
ATT 33T AU I GUET d7 38 W GAied 3HT Wicd &G & | Safav
So¢ aEdT A1 IR Ffd, ool afdd, 3t &1 addAe Fog aur fafarer
N GET g Yoo @ T AE A & aR A eld gaensi @i
HTLTHAT It & | O G@AT 3¢ ey oot & grea g & |
ROTIFURT hael S & ¥ HRAET §loll A6 & o & AT &1 Soell ganrT
FOTTAT & HIAT FX &A1 IR | 36 ORE ¥ FHad HEAT H raleled
M AT & dR H AFFRT 9ed A & o & foedy Faon @ smanh @
ST ST Al & |
s R & v 8t Acd AT 31eis AgcaqoT Il e ad &
| SN AT &1 h! AN & TR W 3R &I addeh Hod, S6R Hed
aar #fasT F gred gl T SfAwd F IGAT SR ST §HhAT § | 39 e
e el & Aregw & RAfadse # Fuer 1 grEe Heredr, aed
Teufa qer smeursia &7 ar de Faare ured ghdr W|ar § |

3. &R (government): FUAT H Yeed T TAAT GUd 8l o HROT
3Rt & @l 1 G 8§ TWHR CaRT TS Floled Tl I 8 | SoT Hlofell
# U & HY Ul g Aoy Bufd & aN & W @At & 3ear
FIeAT ST 3TaTSF & | GalT & ferfaa e faavor &1 q@et & 3827 g

40




¢ [oad 9Hq@ (i) el vd AT $ 3equrele &1 3fdcilched e (i) HU &
T H HEA FHAT R (i) ST Ted FET (V) TSR 3G,
HHHT 3TecsT AT TThoT AfAAT T GeRIaeilche] ST ¢ |

. 3maeY fasmr (Income Tax Department) 3 AT cda faavor &
ITUR W & A AT 3T AT 90T HA & | JSAT IR & Tfoeanior & I
faRor 3t g € fhed R oY Ush Shuel T 3T 9T uRdd Ra T
3ifas @rdat i e gfa Heeer wel st | |

. dR(Bank): 9% 39 g A @ FRAUT e HA § | T RO I FAT
g Frau SXad 8, Fifd SeAb o F 3Uid (Margin of profit) sgd &H
BT ¥ 1RO &3 @AY dF 3 S H IRATA Tgd & T TR HOT B T
fafr @ garae wX fGar aem | sufav s i Ry Fufa [dwet
eI &THAT T SISl o o IR H TATTT FINAT FHI ITaLIHRdT 8l ¢,
S facdT ezt & & FAadr g |

. & AdeR (Trade Creditors) IR oeigR 3UR AT & T &
gd & sl qadeT edead H ST Bl & | T ;ied 3UR &7 § 9@
TEIT T A [T vd e geodl & aR # Sl aed & | GaTm o
sfafied @@ ¢ $r e & I Feur $ir woifa g Jafg | e w@a §
e faeRorT FEaT &1 GTadr 3rATd aRoidl Ta eTehlollel e &THAT Silefel
# Hgrs gld § |

. SR 9Rk¥g (Trade Associations) - =a9R uRv¥e - arell &AW
gt & et 3223 Affieat el & TarfAdr i gl o 3% fgal Hr
T AT 3T & FHE FT Bl § | T gRWS HEGET Hhufardl & g
faaRoT gred X 3T faReyor & 3T Hr yartad i ugfed @ ETTA A
¢ | ary g affeet sufaat i gfaequicrs Bafd @1 gorar o il § |

. &Y fQuoft (Stocks Exchanges): 5T ®ufadr & 372 & HI-[aehg &y
fauforat & g1 § 37 39 facdg faavon & faecvor gg a8l #fem 9sdr &
| faRevor & gred fAshst 1 3T 3Ty Tt carT fRar Smar € an
3T H gerfd Y AAFRY STAaT & S g | FhY AT ganT g
faauil & 3MUR 9T 300t &1 3T Hedrwe o fhar Sirar § |

. ®AIR (Employees) 8T & ®aary facdia Aol # ¥ t@a § Fifs
Soel o 3MUR X U T ARSI UTFd TF ScdIGehdl I SThiT FHeldr & |
¢ g3 ool AfFT F IMUR W A, FE A T G TAT HA-
Fearor FRyemsir 3nfg v Ay Hr ST §
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10. 379 Fait & faw (For Other Groups) : 3Wiad & 3faRed AGH, THAST

JURSH, M T Iotiiiaa e 6T 8 S 39T Xt § |

T YR TASE g ol § T g7 @eff & faw facchg awor & Agcaqe’ @
g, Fifch Soloh 3MUR W & d IFd JIe 3T U9 9rom & fawy & a3
HeJAT o FHh & |

2.7

facdig faaxolt & 3mags 9[uT (Qualities of Financial

Statement)

e Ao & 3= gall, Jur- Afadise, e, HOTIauRT U FuTendT,
faeda Tl Tvd WER T 3T gIAT §, 37 STH I B SH TPR The
frar amer arfge arfes e gaf &7 3maegearst & qfd g @ | T gaT
FFIAT T ISl &TACT, MY &THAT Ud SHY THTST Y WIS glad drer ey &
R w@a § | AT 5T Tl weTERt Hr ofd e & v ey oot &
Arfaf@d qor g =nfgw:

#Xadr (Simplicity) : facdig fGol # Wear ¥ a9y § & fOcd Gazon
# afFAfad 5 = arer a2 EXEdr @ ST A o’r qEdel H gred @ '
aur e {AER0T &1 R 3RS & & 97 47 g uiey | ¥ 39
JhR IR R I 91T foh s or@r aRfiAr & 9ier fohar ST ash | SeIer
feRUTcA® e cUEdcA® ® H dIR T 31fF 37T giar § |

gfear (Relevance) : e [AaRon & §&ar & 30T I Tohe T
ATl GAATT SEJT T ST AT | FFdely & HA-FHeldl T dlelHel HFdel &
3523, Nfadl v fAgeal & g 3mads § 3=ger facda faaon # cged
FI I FIAT IHIT TG AT gl | 98 fAevrer a0 forswy e gien

aeErFEgar (Understandability) : facdi™ fdaRor & & Sel arell aad T9ase
TG SREFT el AT SAdI IET Sl Hal glell AU difh UaT Shfad o
o J@r-[AfY & Agedr &1 7T 7 & Hcdy fGeruit &1 3reage & Fsay
fAFTr T | 8T dh &I & Selehl ST IR-cehailehl glell TIRT AT SeToy
®H @ (Columns) gl =Ry |

ge«g (Comparable) : facdid [dator JoelicAs 3T & AT gled A1RT
| T @Y F AR AT TaTdqT 37 YR gt AT & are] av & &b $ir
I ISt & FHDT § JoAT BT ST Fh | SH YR oics T dcideh 3Hepi &l
gl & FEATT 1 fosufed T SRy 9o gl | 3o B Jolell & qeg
e Ao Teer & 37y Teusd & 1Y 3gyd g 9 €|
JoTcAF fIaRor-aT AfEA 1T TAT & TFaeY H ATPR &d & | Hed: B
g & foT R faawon & sfaRed g@are & el @nfge e gaAmr
¥ o T S TS | ¥ gaa Rffes et & Aegdw § & 5 TR ¥ |
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o

A (Verifiable) @ facda faawo & & g3 q@ane Reawew twa
yeIforE gl aIfeT | JEl H wied YT gl AT difeh 3% SN ae
arer cafFa el o ST X d%F | fqauol & 9 99 §U AT @ e, g7
g Hdel, 3UIUI, Uh(Id Hod g Foduedl TJUT 3acd Ud HiGaY aridcdl &
IR #H SAPRT & S IR |

Qiar (Completeness) : faedi Aol & cged o=l f U9 @I TS
g TIRT dIfh gAeedT F R GO & N Ud TE gET @
GFEATGSAT o @ | 3o A0 H & 75 AT A TISC A & folv aRTSh
fecaufy sfr & o W & | FEdleud g & AeIH @ ey ot
& 3R 318 qul SR S FHhAT ¥ |

deatar (Promptness) : facd faavor faufad o@r 3@6fe & 3ed & dar
& o € | 3E® & FAETd gid € ge¢ IR fRar S @ifgd 3R gereRr
offer &) 3ihaToT Farey 3T 3R 317 gal &I gegd fhar Srer anfgd |
Agcaqul Al & Ui eg=eyor i a7AAT (Ability to draw the attention
to more significant items). e fdaioi & we9 vd RAwy g g6
R fArfRa i el g F 38 ' are cAfdFd FT €AT Agcaqul Hal
&I 3R T 3MFST & I |

2.8

facdm faaromt & @AW (Limitations of Financial

Statements)

(1) gawar F1 3#E@ (Lack of Precision) : faaoi & gl # sga 3R«

FEAT AT B &, FifF s vy a0 AWl ¥ geefeud § o
HEAdT ¥ <TFd gl [haT ST &hdl | I 92T @l AT T T3 W
meRa gid § |

(2) -AifgEF Tzat &1 @ARY T @ar (Do not Include Non-Monetary

Items) : facdiar AeRoT cgaar™r &1 Fer T S 6l Hd ¢, FAih SoH
Fao Alfge gt & & afFafaa Far sar & sefe ReaAlRes g s
SIaA & gATTad A & | 3ae0T & iU caaad $r ar@, SAarar Fi
FAlTol, Yootl I FAAA 3 | oAfehel $ef el A ey faavoi & =g
gelfar ST § I

(3) fasfd= waw (Historical Record) : facdha o tfaefas go@ 81a &,

37d: I9ET $ gaAT TAfa F1 Tgr [or 78 Fa § |

(4) aPellT "earsit W I3Ra (Based on Past Event): facdar fAaxor-

HAFTNT Tea3lt W 3menRa g § | ¥ sfasy & IR 7 ey 76 & §
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(5) 398 @@ (Window Dressing) : facdia ol & 3o fG@mar &1 @grr

JpT g&AT i BUfa A aedfaear & 318 3=aT R@rar 31 hdr § |

(6) 3=afsr wfades (Interim Report). e R{aRor 3=aR# wfades aa &,

Fifh TGHT & aXAdSd ol HI ATPRI IaTAT & AT gl o &G &
S ST Fehall & |

(7) #e= af@asr : @ gar (Do Not Reflect Price - Level Changes) :

facda Ao #eg aRadel & a0 gafd | 3 (e asf & fcdha
faavott 3 fGErr & awr Joei 76T i § |

(8) caf@aerd 9aTuTd Ud AT & wafdad (Affected by Personal Bias and

Knowledge) : iy At & s A% gd § 398 Fo ff ey
f&Tell ST TohdT §; 3d: S YR W Hrel I ASHSt & gA9ehdr &1
ITFIIT HIATT T AT T AT ISam & |

2.9

TR

facd faRor facdg @i ufhar & 3ifeaw 3carg & | ¥ faavor ey
AT 1 Higied Ud HYC F H W¥gd e & {ar g off 7@ & | oy
AT a8 FdaIr gt g ot fondly §&ar & ey fufa & arafeud gidr & |
gafoT, facdia faaor e fRifa #7890 W g'r $1 oo fufa aur
gaIG™ H a3t & aRomAr & T § | 3 gEemsi F IR W
qET ¥ FFafeud faffied gateR ¥ gaeuh, WdeR, SogR, 3UHIE,
WHR, FAS d2T 3T TFaedd HFIdl Agedqul Ao o Tl & |
facdir faRolt & 39y guad yeeust A Affes sef & daea S
AT, I, THead, A td fageaor & dggs gdr g | 3a: I8
3maRgs & O e ot & aR & qof SEaRT & aur sa dOR e F
T Haumel td HaATT fAgedr T CATeT @1 ST 3T ¢ |

e RaRor e wfddesr gfthar & 301 § | Ieaa: ey R[aot &
Th R de A T g eamagfa &1 G, Aws garg faaver qur fecaforar
TG 3= faaRur qur carearcAs et afFAferd @ S § |

facdiar ARl &1 AT 33T TF T8I & 3RS A TF gfdear & an
H e s 39cey a6, HEAT & IREres ordl &1 JAedy Fufa «w®
gTg gelelr, facdir Aol & R T@e are gaTaRi &I qaied ud dFafeed
I[N Y&l &6, cFaary i wgr v 3R Rufd seqd e aur s
foraTeReTdl &1 MUR SFgd T el § |

e off Teer 7 yaE w9 & fufd faawor qor 3mr e IR & o §
| AT sgaa # ve ufa A9 feg W @Fdfcadl, afdcar ua wartaar
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& fod wreeth gue aeiiar § | fsr gwead: weur $r fufd, aerar aur
AT &TAAT T AR S & | Farer dwr & i fRufd o gemr srerar
¢, 3@ 378 vd FoEmEnt @ ¥ Feeat fawer A S § 1 feg
el facdia faverseh duT ofeiaR §8m $ e e & A9 & fod
ST 3ol AfFT o 31 Agca 4 o & | AT T I 3794 AP oITeH-
gifer @ a1 3T fAaR0T garT aRafard gl § | -8 & & Ueh olichel
afer & 3mat f 3Tk o g FRY T St F gore i S § gur 3y
AR At F 3T & 3H 3ATT F Yg o AT g AW AT B

facda Aol &1 Ao 333 3 RO & Iq@Ermhapt & v smaas
AT 396TeY AT § [AffeeT ITARTRAT S Teetre, 3ierany, afaders,
3nfe &1 faed faavon & Rd 3re@T-3700T 8laT § | WA Th 88T & fav
3T fqaRoull & Toh W U H IR AT TFAT 16T & ol Ucdeh 3UATITehdl
& T 3ugerd g1 | Y oft, 0F faawont & wrafaehdr, steem=ardr, faRader,
geleTicAshdr qOTdr, deordr 3nfg o &1 FAEw g =@ifge | 3 I F
yfaRea fcdier el # @Xaar @ IR B 7%, el 7al # 3R
Ugel dTell &l €A TaIAT 6N gl, Ao 3reqardl & 90 g 3maedes
3T @ AN & AT R STk, 3T IO FHFAT oY 3HTaRTF § |

2.10

SEACEI

frsT (Balance Sheet) : fufaa fafdr = dwar $r gFafeadl, Rl 3Rk
TAIAGAT & Ted 1 Geceh Hedl W fGaroT |

ArT-gIfer @rar (Profit & Loss Account) : SIadg &I 3T J2m J41 &
e &1 TaaoT|

e FFfeadl (Current Assets): @Fdicadl fords T aRkdrel o H IFs
H T gl A FEATGA B § |

Ta$ wFafeadl (Fixed Assets) : @Fdfeadl fTae! SgqaT @aed # oFa
AT d FAT & o Tler e § |

TR Y @AAT (Owner's Assets) : 30T & FFafcadl Td F@TEAT 7
IAUTRAT & For T hr AR |

2. 11Fq9YT 9RA/37¢a1H

1.

2.

‘Tacdia faeror ereq I GRS HITSA | gHS YHE AN A FASSY |
Define the term ‘Financial Statement’. Explain their essential parts.

fargr Fr 82 T &1 ud e vy @l w wessd |
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What is Balance Sheet? lllustrate the forms and content of a

Balance Sheet

s 8T # R {@o drd [Affer g & fav focdg faavon &
39T T HAged H fdddeT FIfGd |

Discuss the utility and significance of Financial Statement for the
various parties interested in a business Concern .

faedr faerott $r gfa va @At & aoie RS |

State the nature and limitation of financial statement

2.12

TocdT T

TH.IRIATS © Yaet a@ihe (Al TS FHFoell, JTIR)
TH. T, 3N9are, 31 3T 9. IedT U9 3T . Ve AW (el §F 3T,

STAY)
W. TA. 3. ATl Td WL TA. @ AT ;. GEeH dA@iEd (WY g B3,

SIIY)
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shs-3 ; e f9wur fr dehelleh (Techniques of

Financial Analysis)

FHIE I TRET -
3.0 3=
3.1 YEdE/aRgd
3.2 facdT fagewor & 37
3.2.1 f3evor &1 37
3.2.2 cgrEdr &1 3
3.3  Tacd fagelvor &1 33
34  facd fagerwor &r gfshar
35  fAcdT faevor & g&R
3.5.1 fIeewor & FRAYUTT & HJAR
3.5.2 faRAWUT H Ygerd FHM & AR
3.6 facd¥ faRevor &1 #Aged
3.7  facdT feewor & demd
3.8  facd favewor fr deheiish
3.9  JoelcHs facdar faaror
3.9.1 goarcHs g
3.9.2 JolellcH® AT-gIil @il
310 HAWR fdedT faaor
3.10.1 EAETHR forgr ryar feufd faavor
3.10.2 HHAEARR WTH-glfe @rr
3.11 ygfea farersor

3.12 ORI

3.13  elegrdalr

3.14 TEARG 9
3.15 cIEgIRe 9
3.16 TeeH T
3.0 3"

3H 3PS & ICIIT & 91 1T 37 AT g Hhal .
e faeevor va carear &1 31 9ar a+,
facdig faeelvor & 322F Ud Yishar aa1 Hh,
faedr favevor & y&R, #Agead U AT Far T,
e fagewour fr deheiich ST Tk,
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FelaTcHd ey faavor vd FAER ey fFavor dur & &,
e el 1 ygfcd faveivor &7 @ |

3.1

JEATaaT /[ARET

e fAaRoT 39er A9 7 T8 o gl ATYT AT gld &, 37 5 oISy
ATt & fAT gaAdr [a2evur aer 3aRIS & | 98 YR agd i T8 &9
U oF §AT T T & [0 FAT-EAT ) qO810T (A9H) Haen Haeds
g &, 3 YR aa # el e F geo U9 oF TAT dF oG
T @A & T A [Aevor 7 3maegehdr. gidr § | RAcd fagewor &
aegd ¥ ey ot f goenst & yewy & THe 89 H 5§ YR
g&dd fhar Sar 8, [ 37 qied AT o # Herar gred g '@ |
Fellec A facda faRelwor &1 e et & faema gam & | i
faeeyor Y fFT dehelle @7 AT AT, Tg fAReVoT & 329 W R aHar
¥ | faeewor &t A IRRURAGT & regRer Al dohelieh T T T gl &
| facchy faauont & faRelyor & AU &g Agcaqol dehelleh & fSerd & ol
deheliehl 1 38 gehs # ulel fhar ar=—m § | (1) goelicrs faed e, (2)
AR facda faawor qar (3) ugfea fazewor | 5@ & # 39 AcdT
faeervor & 319, 322, ufthar, Agca duT HHBT F JETTT FLET TAT IRIFA
Tehatlehl T STTeTehIT 9o e |

3.2

focdm f@eewor &1 31 (Meaning of Financial
Analysis)

e {aRor fFdY T & FRiFaEl & 9RUMA Ud 396 Ay Bufla &
TFEY A AT Il Yo d g | I ey & & <@r sy o 3
faaRuT-97 Faer 3T & THE AT & TdId &d & o FIS AGcAT foTshy S
YT HAl hI peASr, A FUfd dr FgEer g v g A §
AT SaT 3R T Agcd $I SIS 3 FAT deh #g! gl § o9 & &
SoTh 3UANThAT 31Ta7 3237 AAY & fAT 7T Ao UF carear o T o |
T deheileh T TN T Ueh UHT dhell § o [AhAd el & foIU 3MEaeds
SN, a3 dehelieh &1 AT Gl 3aeTF ¢ |

o aur AeAaa F 3ER “Red aron & favewor wd fdas g@er &
$H YR JEJd AT ¢, [Od cIadd & Yaotel, afaaerendist aar deert
Tq 3T A, S gaarg i Aedy Rufa g aRares aRomAr & s~ w@a
¢ o & gew @ v | "
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3.2.1

3.2.2

facciT faRelyur &1 faeier ar] <gadr g $ aredides HAT & Hedihd &
3T & T H TH HAgcaqul HfAS 3fEAIR ar o7 | ¢ | J§ w6
faeRo & afeafea 3merT # Tuse = & Tgrdar #ar ¢ |
faawor &1 3t (Meaning of Analysis):

faedr fAaRolt & faeareur & 3mery g ol A yegd R a1 g2t &
frer donfas Ofa & gRuees swit 7 o= (arrange) & ¢ foad
g8 I fasey fawer o @& | RAcdy fawon & favewor & s
R 3afr & 3raeia gU Oy cgaeRt 1 JTaradcAs Jig #Y wer o
Hehell § |

A3t va AeAgT F erear A, ' 'TAcay faaon & favewor amgrfe @ra 3k
g 7 & =i At &1 31 AR Agca A FT A T g, dlfch TS Hr
gee harcas iy Afadt & A#ATr # ggradr Aa @& |

30 IR facca faavont & favewor & cgaara & fasufeq g Redr Rufa
& I H gd O ST o Hhal ¢ | fcchd faawolt 1 faResor Ageaqor
a2t AR geeudh asufed, Frdelt H pererdn, el afed wa goear snfe
T PR Y&l IR & | o= feower & ¥ g9 gaaw 3aa & T Thar
g

sarEar &1 31 (Meaning of Interpretation)

TAISHY UG QIreR & Qecl &, ' ‘WAl T A&IT 98 Fell U9 AT g Fas
CanT 3 RF 1 3 F 3T W yeR Toee R S § o3 A
SIaaTd H I AfFT UAT FASRKT FRON Afed Johe & T | "

39 YhR Acda Aaon &1 uge faeawor faar Sar & va doaeard 34
IRUTAT I ATEAT ek Faard H facdiy Ufa vd aeasar & aFaey
H sy fHeprem Sar |

faRewor Ud e A edt 36 YR 3udEd A & g Tuse g@iar §
faeewor wa e g JeerdeEr R § | e favewor & dteddd
faed faaot & gegd 63 & wHer A fFar dafas Ofa @ ghluses
HIET H IIRYT Il ¢ Sdich SAIEAT & 3ecdld 3 FHHl HI HAged TI
sy fehrell SITar & | 36 SR alel & Bhard U gl fT [ § FifE
faeeror & foar carear @ i ST Rl JUT AT & o farewor 3dEe
g

HHATIAAT 37 Qladl T FAeT A fderull & wFaey # U AT gl fohar
ST § | st U9 HeHe & HER, | facd el & favewor ua
SITEIT T VAT Y ¢ fordsdh arT facadia faarolt & &@#Fel & #Agear 3R
ey AURA fhar Srar & arfe e 3o, ¢ fafat W o (I wE
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SrEFIe g 3R SAS & HIaT T &TAAT UG TS ATHRT sifd @r
FEATTAIT T GATIATT ST Feh

3.3

facda fagewor &1 382"  (Objective of Financial
Analysis)

e faaRolt & faveor & e qaTehRl (RUTST3t, Seete g fafaaisre)
1 fdd & & | I8 R R gaerl & fiewior @ Peat-fest giar § |
STV facdiy faeRul & favevor & 327 o faffieeT "efehRl & efSeshior &
T 81 §ohd § | 3arexuny, ey uid 30 3felel UG oIHiRr $garciel 3feldrd
S 3RIT & IR Fed W 9@ 9sdr §, # ¥ @A § | edemei
EN HEAT & dlef alfdcal & Il Fel 1 Aagar, o fow =g
Frafeaal va are] ETfcal &1 faRervoT HERT® §, A I W@d 8 | gEl AR,
FOTTTU el T &1 aelae U9 eI 3ofl d FFaey t@d § | gawe
1 i ol 1 FAeaiwa v o & fow maegsdar & & | 59
TR el ol & Reawor 1 a7 3299 §, T§ 39 a1 W R A ¥
fo fazawor frees garT qur frass fav & o @1 8 | g 3 "
3T & o & s gdSed e A Fer g, ey faaRon & favervor
ATY 3% s J&T & Rg @ 3Fh M &TAdT AT L A
faaor & 3ryar gfhanst @1 geraar FUiRa e qur g e Rufa arer
Teunst H FUfd 7 Jofercrs faediy Aafed &7 Hedihed & g | " e
R & faevT & o ey faftse 337 i aftla R s €

(1) HEAT T TIATT IUTSTeT &THAT I TI2N0T T HIST & IR F AT 9776,
(2) FEdr $r facda RUfq Ta HUmaned &7HAAT &1 AT o,

(3) TEAT T SrEIehlellel T HeTehlolle] IR &TAAT T Aadd T,

(4) g&a1 & el geedr, e g fasafeq &1 faRewor g Adesr &,

(5) faferster wEum & Hrdr gorfd, TaTdR, HEATE3it a i FRaT & AT

SAMAT T2

(6) 38 3T F 3T BAT ¥ ey AFGT J Ja=udhT HAaar va FHade

dolt & eIl 39T § HFfed JolellcHs AT el |

UAgR H TARRWOT & 3k 3T @ HAhd £ | ¥ 3R favewd &
Tfeewlorzae 8T A RBa, fAeawor d aieeig gdr d IEedl, 3Ucey
faccha a2 gur g@ansit H AT T IPr-ER e Jedt W AR aRa € |
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3.4 facdg fagewor $r ufshar (Procedure of Financial
Analysis)

e aRo & RAzever & v [T [ 39as s & -

1. R Aot i @ - ey aedr & gHEqT T & & fow
aeTs § F Ry aur anrefs g F aar & R G :H F 3
YW 3Hagdl A §ier S | TR & IER, "fOw veR wE el s 7 ws
IfFaar @ e ®fed g, 38 IR aFafeud Acdg a2dt & aogl 4
3T foTseny Tt HfdeT § | Tk aR 8 &l Farl H cgafeyd & foar
S A I0TAT T @ S & |
g 9R facd faeewor &7 giawr & fow &g 3 amerfer aar dr gaensi
T FREA ALATOT F 32T F AR H A ¢ |

2. facdhy Reawer i @A AuiRa = . aaves Oreves & facd JaRon
& faRelwor & AT FURT e uscl & S 6 386 387 W AR el &
| ¥ 30T AT i yerta, Rufa @cdm) Jur adr gemaanst & IR A7
SATARRT U AT &Y ohd & | S48 Iie YT &7 &Y AT T &l af shdel
AT @ : ST e gel | dfhd Rcdy Rufa F v [y &
faeayor gar #d FEIEART A SERRY & AU garee F ufdded g
aif¥e o & G a3 remefy sTyoil &1 37reueT off T g | favewor fir
faferat &1 gara off favevor & 38T T AT W g MR gl & |

3. R favol &1 sreaysr . & facdy e & & g3 gaensit aur
3och HAGcd I Hodichel Il o [IU Jgel Ueh SR Solohl TG I il
3MaTH ¢ |

4, AT NEIF I THAd el ARevoT & fow 39aeh o ggame i
e et & yehe FE @Y a1 W@ &, 3¢ YUl HUar 3T dl ¥ ggr
& UTcd Y ol TR |

5. & &1 gieades ;| AcdT faarolt, & 3l i Ifeaar I ¥ = Io¢ W
Tl & v Hioslehedl & 3MUR W WhsT AT §olR H qUITeh &l ofell =1fET |
$H a1 it #al & 3T vd TI5¢ 9 § qafipd 6T fRar T g 3w S
YR § GeoT: gafiepd el 1T | 6T o ¥ Y&d A 30el 3R A
# TE ST TN T RARATT ¥ HF AP GEAd wrod @ S |

6. 399al ¥ FFaeH TG FIAT ¢ I3IAl & §g TFeed TAMIT R TAT
faReuT et &1 Tg €O @ TIfev F F 9T Uh g & FeEefeud § |
=0 FF & AU fevor wal & fORAVoT & 32T &1 qUT AT gl aifiRe |
facda gaemst & sy S §g 07 77 aeal @ JelelicAs wFaey
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T foFar arar & | 39 v Ry favevs Azevor i faffie deetieat
T 99T AT & |

7. geel. T fqeroil dr #wal @1 @fEed gelieur e & §1G 3eehl Hrafais
HATAT FT AT AT IARTF 81 ol ¢, Fifch RIS THb JIA-3TT H FAgcdeled
g € | 39 THR &I JoleT U &1 g5 Ay & favor i wrafeud #ar & a9
G faffest Feafeaar & gore e af¥ical, av &r fofr a1 3= #ar /)
3Uar Voo F$ au T & 3T Thdr & | 3T FTARTFT T Fedal & 3Hhl I
gt 3T YR FT e FEAAAT YA FFQET 33T & fAr IR FT v
37t I o T ST T B

8. frawer . RJffies auf 7 Ry ot & Aer 7 gv aRad=r & o To~e
AT TRT | FAfF Tad & #g IR 7 7 g & 3 7 & 3105 | 3G
aEAfd® Aged d YT Bl & I 3R Jolell e IR & A FH A & |
SAfIT a1 a & faccda fAavol & YR N S AUl Al HT Fqfed &l
AT AT TG 3oTohT [AReINUT FTeAT 3TaeTh il ¢ |

9. sy Fd %= : ey Jawolt & farawor, geer va ggfed 3w & 915
33Uy dzar ¥ fasey fAreer & | donrard 39 sest & ufadesr,
Td Y@ E@RT daetr RO 8 Wegd aeT § | 3¥ Seew @ giid
HET T FEd §

3.5 facd fa2awur & 9 (Types of Financial Analysis)

faedr favewor & dAEad: fAFT & 3R W geffepd foRar S ahar &

g feaeeror
I
l |
HIEOT FTAR Ugh AR & ATER
] 1
il 1 | 1
gifers a1 wfcrefia e a1 Rer 3IRD LI

3.5.1 faedwor i FRVOT ¥ AR :

(i) &ifasr ar sfdefier farawor (Horizontal or Dynamics Analysis): 51§ T
g &1 Afficd AR W 3ETTST fhar Srar & ar var fawewor &fasr
faReIwor Fgarar § | &ifdsT faeewor & el g d@r Siar § & JelcAs
faor & Ieadia RRms 1% R_ffier #AQh o acal F @ wgfea & § 3rdiq
AT & AT gl & WY-ATY 398 HA §S § A I | 3aewony, g A
TelRld TR geafeadi #2007 $r 3198Thd 2008 duT 2009 H Ifg g5 ©
3Yar HA | 3H YHR g Fel o bl & o &fdsr @gewor # Jerrens
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fAawor & Y T} 9AF A I1T dcd F Todd AT AT YAgR AT ETTA fomar
S § | ARR & 3ER, ' &fds fARewer Javer A AfRd 9% A &
STGER & eI § | &3S fagdwor i ufthar aeag & ve wdfae wfekar
g, Fifh 3THh caRT IRl &l AReh Jeqdsr fohar airar § | aifasr
faRewor & AT gds A #H FAT AT g H JAT g F AU FAY A1 g
1 gfderdl d eFd HLeT AU Ear ¢ | Jfavrdl # qoEr Ha g T
IR 9 & AT H HEYUEN WA A0 | YR a¥ FE @A av & &
AT A AT | AURUIGAT IR JY GRS a¥ T gar o1 Fhdl & (38
TR IR [{(fY Fga &) T v3F a¥ F VT &F Ugd arl ¥ H YR
AT ST T & (38 IRade N 3R (Y #F&d 8) | I 9fd a¥ aRads
3R gu g o TS a¥f MR g 3ol &l & dfdhe Ife TUH 3R
W @HAT a¥ § aF I8 A 31Re suged W & |

(i) oFaaq a1 R faRawor (Vertical of Statics Analysis) : & faufaa

3.5.2
(i)

3 ¥ gFafeud Ao & AffesT 37a9dl & IRTIRG Toaeel &l JFEITeT
37T 367 AT F ST TEAY T JEIAT TFadc] [ARATUT Fgelldl & | 3Teor
¥ fow, &% & & g3 e MRad R #F 7@ wfea &1 ga @eafeaar o
fohelell &7 § | 38 T ol HFdfcadl &l 100 AR 3T FFafeadr
ogad e form arar € 1 JfF 30 YR & favewer e e Ay w
TJAATT GFaH] & & Sdodl &, 39% 3<aiadel $ 78] gdelidl ST 39
fEax fareiwor o Fgd € | forewor &7 I8 Ay 31f0e 3uaeh a@ Aer S
Fiteh SHA THET FEAT &1 facdia Fufd # gU aRacsl 1 A S8 oeman
ST ThdT | oaad faRelNoT 7 e derelienl &I 3eageT fhar ST g:-
(1) AR g7 Td ame-gifel @rar a1 M faawor |
(2) TTATCHS I S Y Ud onergre Wi H Ao #@el & o
TFIY TS A & |
facdr favewor & I o= fafer (@ifasr aur oeadq fagervon) wh gEy &
[ & o fF S ARR o forr g, “8fds @ dvead a9 & e
faed faavor fAeawor gfafedt & I & g3 & | 3 ARevs & fav I8
3TARTF § F 51 Sl Y Ageal ¥ INFAT &7 | 37 P QY AT &, 9AF
T B AAT TER FT FI TET HAr & | aer g, R ua afaeie,
FFEquT fareivor & fow maeaes § 17
fedwor & yyFa @A F IFqER
FiEg faedwor (External Analysis):faeewor St TFar & HedRe T &
grafead afFd garr A8 fhar o g dur A fawwen & oaed
ITARTRATIT & TGS &, g fOeewur dgaar § | 0 favewor i
e & & & | afforal 19 voEt a% wgT A gdr © | safaT 30
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dael Hfod Td gRRIT AR W & @R T g § | 5§ IER H
fagelyor df, fafadier 3o, SeeRl, AHdst dur #ER garT f&ar
ST & |

(i) 3meal® farawor (Internal Analysis). St facdr faaon &1 faeerwor dear

& Heas ®7 & 3 e safedd. & ey ar sAaiar snfe qarr fFar
ST &, d9 Ig HedRe TIRQNOT Fgalrdl & | 0 afFadi fr der & asit
HFC@E T Y@l d& TR T @l § | SEAU I IHedRe U IUHIRIA
AFET U qEAHT § UIed AT F AHYUR R FAr S1ar & | war fazewor
31 faeaasig giar § i s9H favelve & U I 39ey gl & |
Tg UeeUDIT AUET & foT 3uael gar § |

3.6

facda faeelwur &1 #Agcd (Importance of Financial
Analysis)

facdr Aot & favowor vd Pdaa @ cue@Re @wer & ffd W@ aren
Ycddh YeThR TEAT & T Femdl & IR & 3 Tficahior & Ao o= fr
Tafa & & o & | 39 TFeey & ey [QRor [QRevor & Ageg &
frafaf@a MRt | qegifhd fFar ST dhar & -

aeat #T ISR . [Acda AR § Hhad FHS T A[HRT 9ed gl § |
Stafeh ey faveivor i @gradr ¥ GATd a2dl o §ET 7 el fufd,
STERT #T aqet Afd Tug gEafeadl 1 @ea, ofd, ue sAdar, SRRl
Goil &I AT, FFdicadl & Hedidhe &h. IR H ATTHRT IIod gl § | 39 THR
e fazaIvoT garT deat w1 Tave FHEROT BRAT ST ¥ |

Tl fAvies. acd favewor 7 i faavoi # 3ucey @#®r &1 darfes
{fT & favewor frar Smar 8, safav 38 9aR & favewor & cafFderd qamara
&I FIg ISASA G gl § | 3 588 Ao 3ifds gamdr g € |

g @Ot vd fAgeaer ¢ Ao faaRon & faveyor & cgqam & garee
g AT & v qaitd guan 3ueey @t | & | 5 ggensit &
AT ¥ Yoo Iqdd & & fohar-shomdl & aX # fasey fAereret
RIS AT GURTHE HIIaTe! F Fhell & |

e 3uaor | A aRevoT F1 Haee 3ueeT & & #H o7 g3eT fhar
ST Thdl § | 3% ¢aRT S THGI FI fazevor e sfasy & faw smaeh &
ETAT ST ST FhT § | 380 AT Aratere off Ml & Seflg ST ahell
g | AfasT A 3 arel wfSaArsal &1 M IT I & 3T FHM &
fIRAYOT @ oI ST Hehell § R30S FATUT & fov 3ugerd 3umdt & aR
H fAar fFar a1 ashar & |
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5. ® FAAAT FT JAACHE HEIT : Ay [aReINor earaaides Hrigeredr &

JoIATcH T T AT HHG T § | SHDPT HE Il & SIGATAh FAA3T
Td a1 WeT § H YA fHFAT ST F@FhaT § Hd cgaay fr Tod $o
aur & fRafa ar 38 3¢er A FRRa 3y Aaai@s sHsAl & gRaeT &
AT Fr ST Fhell © |

R @ I waeERY fr IaFFAr qfd | FIET AT & AT gaTERT
TAT Yaetih, oeleR, Taferdoler 31T &1 3(ela-37e19T o 8lar & 3 § 319+
fed & Teefrud gaamsi & Aedy Gaet 7 dera § | facd farewor
TELIHAT & YR R AfHT I&TRRT FI 3Tl I 3T I § |

3.7

facda fagewor $Hr @AW (Limitation of Financial
Analysis)

facdar faavort & fazewor va fAdas & 3Wed aftld Agea & aas(E saHr
o AT §, g T RAF T 39T F A H @ aIfRT | A
AT 37 9K § -

e RaRot i Hamet @ vl . S & @ e 7 A = g
facdr ol & 3=t wfAar § | geufcaar R & aea Jeg W ogRh
Selr € S foh e e & Beet § | 58 e facdd faeror fondr @@y faeg
W gafad TFE3T & 3gER AR R a1 § Sefe ik d @ &
JaA A1 AfasT # R @A § | $© FHfcadl va gifdcal A gefar & Y
ST | cOfFded AT off RE & TFEeT # goad A & | Redg [aror
3 HAA ¥ gfad gid & safav 3 el w amuiRa faverwor a@dg
fagaeit A& e o Thar § |

AT Tihd YA serdell T @AM : @i v gARad =
It &, AT SR AETTa: Thihd Ueeael g ¥ | R R g @Y
affea 3t & g3 fFar Srar § | e 39 [t ¥ oemar Jar § ua
saTer fAffiest X & a1eT TR ST § | 30 YR So-HUC I dgd FFATGATT
g § | gRumATaRT ey faRewor et &g & Srar § |

IPNcAF UYgel, N Fagorar fdcdig faeewor v q&r & fAsues @ r
IRHATUNCHAS ATT § | I§ FAANRAT T Gaetehl Sl JITcT, dhellehl ATeT T
FATAT HI A& Ml | 38 HNg Ay Aol &1 farewor sgawr §r
fasafeq &1 v wafig 719 & § | I8 A gge 1 ol qUIa: 398 T &
|

AT TR IRadar it e ey faawoit garr sefia aRome A &
T €, A Hew TR IR e F a8 @ o § | Aot A o F
IRUTAEIET Fehel ol 3(UId §¢ Hhdl § Sidish dedide AT H Hl
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FUR A& @ | I a3t & Hedt F Pedar § O ¥ qow @ af &
Hqurdl A Jolelm & v G A8 g | Aot A aRadd 3cures @,
fashr 3 grufeaadl & Aol & gofad ad § fSad 3rqural fr gereiar
wHTdT gl & |

&0 Rffaa 7 &F Fge. ey forewor carea@s AAer 7 ggfed @t
AT § | I8 e FASIRAT Td IRATHAcHE HASdT & o&Tol & Aafead
T § g TR 7 fvar &1 gar | yifeasw Ao & faw 3k S ger
quT fieTer I 3MaRTeRdar gl § |

3.8

facda fa2ewur &1 dehelld (Technique of Financial
Analysis)

frey cargaRs 3umA 1 facd RUfd srmEr 3R el afdd &1 ae
gred #a & o 38 facdia faavoit & #Ael 7 aifdsr 3ryar sFaaq Agevor
H AT A & fav e Ut &1 gaer fFar Sar g8, 3¢ facda
faReIwor & qehelieh gl Sar & | ey faveivess @t O e dehelienl &l
Ser foham SITaT § foheq TS1eT 9@ cepeiiehl T YRNT Sgdraid & foham ST §
g A=afaf@a § -

o oA facdia fderor (Comanparative Financial Statement)

o FAER fdcdr faaror (Common - size Financial Statement)

o ygfea fazawor (Trend Analysis)

o 3furd favelwor (Ratio Analysis)

e IV Yarg favelwoT (Funds Flow Analysis)

e %3 yarg fazelwur (Cash Flow Analysis)

o AT fazewor (Break - even Analysis)

sl yopR & Aol A 3uded Fef dereiiehl T TENT TRAT ST 3MTaRTsh
el & | aFdd H deelieh T goATd fAReIvoT & 38T N W AT & | &
favelver & v S dereller W@ @€ 81, g & AT ag SR &g & Fercl
¢ Fifd faeawor & R & fAeaAar gidr & | 37 [Aedws &1 39a 32T &
AT H WA gV faReIVOT Y Teheileh ol FoATd el MRV |

3.9

golelicAs  fdcarg fdaior  (Comparative  Financial
Statement)

Frqer yfAATA, 1956 H I cuawar § F U&AF FEdAr IO fAcd
faarolt & a1 a¥ & 3Mhsl & WU-HIY Id IV & 3Tehs T geffa &l |
$H WaUe & 333 Aol @ Joi ST g | dfed waed faed
faeevor & AT NUod a¥ & Jzaf & 3raEr Rod $ asf & gzat
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3.9.1

JMELIHAT gIdT § | Ad: Id HS auf & FHP UG JAAT a9 & THD &
HYR R Il F fashy Faer I« amfer | Aed devol & &
faffiest deal W fGaR gg JeielicAs e o IR & s & 1 3
fqeroT faffest faavont & wieafed facda fufd & Affiest deal W faar &
T whETar e aRa § | R oY RaRer A goecAs w7 & AR R
ST @& ¢ foheqg SU9ER # Faa @8 (Balance Sheet) wd amsr-gife @a
(Profit and Loss Account) & & 38 YR R HAT J1dr § | JolelcA®
faed faavolt & @FEer &I 7 IR g2ar 31 The & -

1. fa%eT #H+ (Absolute data) 3rdfd faffest #Gr 1 3% Har At W
e,

faxder gdest 7 fg ar A = e,

THA # ofg ar FA i fcerat A @,

HUTAl & & H Jolelrd Sherd e,

T AT & gfaRrd & § 7 R@Eer | ¥ gAER fAedr f&awor g €
gaeicas e Raot &1 #Age@  (Importance of Comparative
Financial Statement): Teh faRelwe & v gefelicAs facdar fderor srcged
FAgcaqUT gid & Fifh 377 dad T faor & & =Y gIae 6 g @
gfed F3 auf. T g gl § T e va wRares yafea &1 ez
frar o @& | ¥ Ry Rufa vd gares aRomAr & aRads i e Jard
g | ey geyr &1 e AfRad Ay # fRufd 3af #gcaqot a8 & &
St & 38 d¥er & sfagr Agcaqoy giar ¢ |

gaarcas  Redr fawot & @AW (Limitation of Comparative
Financial Statement): JefellcA® faccid fdaRoT IR aXd 96T I &1
@ A1t fF o 39 & RAedy faawor o 5 o7 @ € 39 3afor &
eRe ey @F®T @ IO F ThiAd el g Tdd el H fafy &
THEIAT g | Iy gHe F vedawer § B Rt e s § oa
geleTicAs e faeroll &1 Aged FATCT &1 Sirem |

gereiens fasT (Comparative balance Sheet):

T U Gled & Aeal A "JelellcAsd g [Aeiwor v € caradids d&ar &
e At & ar ar f @ 3¥s R A TA@ #el, AT F qAgg @
Garfed Far & ugfed &1 3eTTT § 1"

30 SR fRdT 3afs 7 Affes gwafcadl, afR¥ical, warfaca 4o 3nfg & g$
g a1 FAT 3T A &F URFH TT Fed & Oy T A HE Ad oS
TRl § | 3T AGl H g3 IRace sgaary af@res (Conduct of Business)
H IRUMA giar § | Joleichs A5 IR && 38 YeR & gfg ar &

ok WD
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A A SN ST THhdT § dUT FIAT A WIfd F R H [T FAR—T ST
THAT § | gola 7 TR T AT & 9AF 9aT H ar @, ar aut & e b
foT s o T § fheq SRgaRoT T dFaad fafr SgaR g ¥ |
JoleTicAs &g & o Fad [Affe AR & Rffes @rdl & A e ara §
gfew or fafaar &r afd & fg ar wr o wefifa &t S § 38 9aR sad
arEdias 3 A 39eT IRadd #r 3% Agead &Ar Srar ¢ |

gasienas A% #F1 fAd9sr (Interpretation of Comparative Balance
Sheet) : JoeicAs g &1 U #a qAT Fifaf@d @i &1 3reaas
T STar §

1. 9T §F9feadl U9 G &Mfdedl HT HEAGA: JollicHS g & fidae H
HAGYH FEAT & dle] FF9feadl T dre] alfdical H gUu aRade &1 3reads
T ART RARF T TR TS dTel afdedt T 3R HEAT BT P
qoll 8T & S fF gadT &I Siiad &d Fgalldl ¢ | are] @Fafcadl # gig
g W Fael Goir 7 gfg gel S fF dwar &1 sregeree facda Rufa &
afare g | are] afdcal # g ge W Rufa goer grefr |

2. @l e Rufa: Jdwee focda fufa & faeowor & wmi
grafeqdl, drderene gifdical uvd TarffAca SNl & g arel IRad=l &1 Heqad
o ST § | gTe drewlele facda ufd & fav a8 mavas § 6 wurl
TFEIfcadt 7 ErdwTeieT ISt @1 & R Far S, are] erfdcat &1 78 |

3. AWGRIFAT : I aY & ol # IS 37 a¥ fafdieer wbR & Fudl aur
et 7 g g$ & o 3 dead § F T i ameedr H guR g3
¢ | 3% Aol et g$ & o oottt &THaT 7 ORmae 3 § |

4. Tfewior fAwTor . FEar f1 Rl IGf, Seeeie O Rufa qur
ATHEISHAT T HEITT Flel & GRATd Tg sy fAdrer S dhdt & & a1 d
¥y & Jolell H 30 ¥ 8T H ey Fufa qur aneResar gdivsss §
1 Agr ?
3ereor 1.
vard fafAes &1 31 AR, 2008 dur 2009 & g Aefaf@a § o
JeleTcAs g aur JuT $r faedy f&ufa &1 3eagsr A |
The following are the balance Sheet of ABC Limited as on 31 St
March, 2008 and 2009. Prepare a Comparative Balance Sheet and
Supply and Study the financial position of the Company.

Balance Sheet
as on 31 st March 2008 and 2009

Liabilities 2008 2009 Assets 2008 2009

Equity Share Rs. Rs. Rs. Rs.
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Capital 3,50,000 3,50,000 | Land and
8% Preference Building 2,00,000 2,50,000
Share Capital 2,00,000 2,50,000 | Plant and
Reserves 1,00,000 1,45,000 | Machinery 3,00,000 2,70,000
10% Debentures 2,80,000 2,00,000 | Furniture and
Sundry Fittings 50,000 45,000
Creditors 1,80,000 1,80,000 | Investment 2,00,000 1,65,000
Bills Payable 90,000 78,000 | Stock 2,00,000 1,80,000
Taxes Payable 1,20,000 85,000 | Debtors 3,00,000 3,00,000
Bank 50,000 60,000
Cash 20,000 18,000
13,20,000 12,88,000 13,20,000 12,88,000
gd (Solution):
Comparative Balance Sheet of ABC Ltd.
as on 31% March 2008 and 2009
Amount Increase/ | Increase/
Assets and Liabilities Year ended 31 st March | Decrease | Decrease
in 2009 in 2009
2008 2009 (Amount) | (Percentage)
Assets : Rs. Rs. Rs. %
1. Current Assets :
Stock 2,00,000 | 1,80,000 -20,000 10.00
Debtors 3,00,000 | 3,00,000 - -
Bank 50,000 60,000 | + 10,000 +20.00
Cash 20,000 18,000 -2,000 -10.00
Total Current Assets 5,70,000 | 58,58,000 12,000 -2.10
2. Fixed Assets
Land and Buildings 2,00,000 2,50,000 +50.000 +25.00
Plant and Machinery 3,00,000 2,70,000 -30,000 -10.00
Furniture and Fittings 50,000 45.000 5,000 -10.00
Total Current Assets 5,50,000 5,65,000 +15,000 +2.73
3. Investment 2,00,000 1,65,000 -35,000 -17.50
Total Assets (1+2+3) 13,20,000 | 12,88,000 -32,000 -2.42
Liabilities and Capital
1. Current Liabilities :
Sundry Creditors 1,80,000 1,80,000 - -
Bills Payable 90,000 78,000 -12,000 -13.33
Taxes Payable 1,20,000 85,000 -35,000 -29.17
Total Current Liabilities 3,90,000 3,43,000 -47,000 -12.05
2. Shareholder’'s Funds :
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8% Pref . Share Capital 2,00,000 2,50,000 +50,000 +25.0

Equity share Capital 3,50,000 3,50,000
Reserves 1,00,000 1,45,000 +45,000 +45.00
Total Shareholder’'s Funds 6,50,000 7,45,000 +95,000 +14.6
3. Secured Loans :
10% Debentures 2,80,000 | 2,00,000 -80,000 -28.57
Total Liabilities(1+3) 6,70,000 | 5,43,000 | -1.27,000 -18.96
Total Capital and Liabilities (1+2+3) 13,20,000 | 12,88,000 -32,000 -2.42
STEAT : 3UYFd JelellcAs g & Al & Arafaf@a sy e s oasd
&

(1) T AT FFIfeadT FT AET F 12,000 T FAT 309 § | FTURY gEafeadr A
g & draelg $of FFIfcddl A 32000 & i FAT 39§ TEE IRT Tg B
5 Tarh geufeaat &1 suseue 3w @eufeaar (RfEaer qar aneg
FFATadl) ol ST IUAT HAT Ik fhar =T § | TARY FFafeadt # gfg
aur are] gEafeadt & A 3T e Nfa #1 gfdurea 78 i |

(2) TR gFafcaat # 2008 $r Jeolalm H 2009 #F 15000 %. T g §$ & Sl
fafeer35,000 &. $r FAr g3 & 31279 35,000 & F fAfAder o= 1 § |

(3) Fol TTe[ THFUTcTA TG FoT A alfdcal & TFawE Holvoledsh g7 & T off
2008 &I Jefsl H 2009 F el HequTd H FUR 3T & |

(4) HATT 3Agsh # 50,000 %. Fr I g5 ¢ U1 9T o 45,000 & ¥ ¢ &,
fheg oTaEl fr e IRy # 80,000 %. & HAY S § | A IR Tg §
FOTIAT &1 eNeeT 372 & folefaer qur afaa ot & forar am=m § |

(5) 39T faaTa & IR R FEIA H FFT A Rufy davss a8 F&
ST ehell |

3.9.2 gTeH® A-gIer @rar (Comparative Profit and Loss Account) :
arer-gifer @rar AuiRa 3af & FRIFamr & gRome - a9 T g weikia
AT & | Th JolellcHs oIH-gi Wil Teh § 3O afedr & el
aRoTH Rifar 8, foaw gaeicAs NeadsT fFar S A&l § | Jollcnsd a8
&I AT Jeellcrsd o-gler @1 7 o7 foRdeT At dor aRada & @ &
T @ s Sa € | [Affed 7l & aRadea Rder v gfaerd & & &
e s § |
goicA® anr-gi @ & fAd=ea  (Interpretation of Comparative
Profit and Loss Account) : JelsllcAs oMH-gfa WId &l fAdaeT wd a7y
fAf@a ugeRit &1 3reagsT fhar Smar ¢
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1. WFe oer Y ool : A a1 a¥ H Jolar H Feho! o1 A g gl & o Tg
TEAT & HERIRAT H GUR &1 ghias gen | g fasma iR 7 ofg va
fasrar ot 7 T ToheT T F T § |

2. WAt aTeT Y AT . Hehel o H § SR o7, fasha aur faawor =
H T W Tl oo AT giar § | I 37 oot ) uaea fAgeor w@r
S U I8 3e(Ulideh gfg =16l 8le &1 S o alelel o # gfg gl ot
o qqHT & HG—HAT # i T I gEM | FHS AUl Farelel g3t
H A & & 3fOF g gld W IRt 7 FaAr gl |

3. g AT & FAT : Hleld ol H ¥ IN-FATolA eFAT UG GIfelAl sl T
Tur IR-TaTe AT F SNEH g A AT AU H S § | AR AT a8 f;
ol & Al a¥ &I Y N doal ¢ ol Ig FaHT T FFQUT AeTerihal A
gig & Ucier gem J2m faudia ufa & &t &1 gdie g |
3areIor 2 -
aRger fafdes & g @rar 31 AT # FATCT g dTel av & fav e
IR § :

The Profit and: Loss Account of Narayan Ltd. For the year ended

on 31st March , is as given as below

Previous Particulars Current Previous Particulars Current
Year (Rs.) years (Rs.) | year (Rs) year (Rs.)
To Cost Goods 2,42,000 3,08,000 | By Sales 3,44,850
2,20,000 | Sold
88,000 | To Gross Profit C/d 1,02,850
3,08,000 3,44,850 3,08,000 3,44,850
Previous Particulars Current Previous Particulars Current
Year (Rs.) years (Rs.) | year (Rs) year (Rs.)
To Management 88, 000 | By Gross profit b/d 1,02,850
23,700 Expenses 26,400 6,000 | By interest 6,300
15,000 | To Establishment 18.600
4.300 | To Interest Paid 7,200
8,900 | To Depreciation 12,900
42,100 | To Net Profit c/d 44,050
94,000 1,09,150 94,000 1.09,150
gd (Solution) :

Narayan Ltd.

for the year ended 31st March....

Particulars ‘ Previous Year ‘ Current Increase (+)

Year Decrease (-)
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(Amount) %
Rs Rs. Rs. Rs.
Sales 3,08,000 3,44,850 +36,850 +11.96
Less : Cost of Goods
Sold 2,20,000 2,42,000 +22,000 +10.00
Gross Profit 88,000 1,02,850 +14,850 +16.88
Less : Management Exp. 23.7000 26,400 +2,7000 +11.39
Establishment Exp. 15,000 18,600 +3,600 +24.00
Interest 4,300 7,200 +2,900 +67.44
Depreciation 8,900 12,900 +4,000 +44.94
Total Opiating
Exp. 51,900 65,100 +13,200 +25.43
Operating Profit 36,100 37,750 +1,650 +4.57
Other Income :
Interest 6,000 6,300 +300 +5.00
Net Profit 42,100 44,050 +1,950 +4.63
IRl T SITET
1. G ¥ F IET AR a¥ 7 9 7,36,850 ¥ (11.96%)T & Jfg g5 ¢ |

3 AT H 9F I AT T oRIT H 10% FH g §5 & | IROTAETRT Thel
T 3 16.88% FT FE §S & |

forT tad dda o # fg & srasg IRTe o # fg Hae 1,650 T
(4.57%)T $1 §$ ¢ | SHH AT FRUT Yol <Y YATHA Y, SIS TG g
# gfg gl § | a7 gfg | (67.44%) g5 & | &9 A i 1 wiawrd
44.94% TG ¥ |

gred sarsl # gfg Faer 300 T (5%)T H S & | Y oH H TAART a¥ 7
qf& 1950 %. (4.63%)T & & & |

Hehel ST I 3798T FATold oeTd A 30 gfg R=&iar &1 v § | wegsl &t
ety afErelsT &7aT 7 i Fe @ifRe |

R8T vd SMH-gI WA Ueh-gEY & Wb T § | JolellcHd oI-gifel @i
g golicas fgr aaft @8 ey ¢ doa § SJefe 3 a3
ferar S |

3.10

FATATRR  fdcdi™  (Common - Size  Financial
Statement)

JoelicAs facarg faawolt # fafdes Ach &1 o Fwafcadr ar af¥cal g qar
T Yg TFT § TFIY dUT 57 Ui a¥ g arel aRadslr @ el gRirEr
STAT & | 39 AT & HROT U EAT & Acdid a2l &1 Jofetl o dF 387 IR
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3.10.1

T 3T FEAAT A qAT o & FFEQUT AT H HT S Fohl & | ST FAT A
R A & v TR e favor @ fwer frar srar § 1 = aur
AFAea & AdEr, "It Fufa f@awor @ a3 fQewor & st &
faeawoners gfderdl & &9 # AT SE- 3 Fo GeEafcadl, Fol arfdcar
g AT T FHAT dUT oI Ol & iRl # o o & AU vsdA
YR OR8N S § | 39 9T H RIR Y T fOedm faawon @&
AR o faavoit & a3 & S Sar g 1"
AR faarol &I e gfderd (Component Percentage) 3T ragfarrd
(100 per cent) TAEROT & a1 & 8 ST ST §, FAF TAF AGOT F°
T 100 g ST § J27 faavor & g A & 100 & IANRT & gfderd & &
F welRia frar smar 2

FAR JAT AFHET F ATEER, "TAF YA SAFAIIT AG FT 366 AT §
ey g2l § 38U AR wfaerd (FRowoneAs) [Jfr & ger &
T fA2eINOT g T 8, Hifeh [aeor 1 & AG 1 AT & giderd
& ¥ H A¥egeFd ohar Sar g 1"

FAEHR facdm Aot # #daeeRrR Bafa f@awor (Common  size
Balance Sheet)U dar @AEGR 3 fdaior (Common Size Income
Statement) 3% yafard § | Rufd faaor aour 3wy [(awor & faRked
=g @t i /AR, J2ar- FY yag faavor, amea Javorn, fJwa [,
3cUTee TAaRUT STl TAHRR ®T H UGid fhar ST FehdT & |

TAER facda faaon & faAor g Rufa fawor & fufa & o
FHfeadl (A1 o qf¥cdl Td T @) & AT & g I3 {wer f
Eufa & g O & 100 AR AT Affesr #@et @ gfaerd & &9 &
qFd fRaT ST § | AR e fAaRult &1 93T aFedd (vertical) ar
&ifast (Horizontal) @i & 9R & favelwolt &g fFam Sar & | eFeaq
faReIoT & el TR T UHh FFdel A gl 34T YPR A FFged &
g AT FFSTeUd 36ART & Jolel H fRar I § Siefe aifaer fagewor &
SeTehl YANT Huceh AReINoT AT Tk &1 FHFdell & Affiest asf & ool T
ggfed ETTT & T fomar Srar § |

FAAEHR &1 3ryar fBufa faavor (Common -size Balance Sheet)
AR Rufd faawor & g A fAaRor & 9@e gEdfed 1 el
FFIfeadl & ART § T 9A% Gicd & Fol alided adT TGHAT Yot & T
q gfaRrd Ad foRar Srar § 3T Rufa faaror & Jer & 100 AR 93@
A F IART & IfAAd & T H ogad fhar JEr g | 30 IR [Fead-THeeT

63



Rufa faaor & gfoera fafa fdaxor (Percentage Balance Sheet): &
A o S ST §

3cTeloT 3.

=T a2 ¥ gAeR Tfa faawer & @awr fifsw:

From yhe following figures, prepare Common-size Balance Sheet :

ABC Limited
Balance Sheet
as on 31°" March, 2009
Liabilities Rs. Assets Rs.
Preference Share Capital 1,00,000 | Fixed Assets 5,00,000
Equity Share Capital 3,00,000 | Less : Depreciation 1,25,000 3,75,000
Reserve and Surplus 2,00,000 | Capital Work-in - Progress 1,25,000
Long-Term-Borrowings 2,00,000 | Investment 1,00,000
Current Liabilities and Current Assets :
Provision : (i) Stock 2,50,000
(i) Sundry Liabilities 1,50,000 | (ii) Receivables 1,00,000
(ii) Provisions 50,000 | (iii) Cash & Bank Balance 50,000
Total 10,00,000 Total 10,00,000
ABC Limited
Common - Size Balance Sheet
as on 31st March , 2009
Liabilities 2009 Rs. | Common Assets 2009 Rs. Common
size % Size %
Preference Share Capital 1,00,000 10.0 | Gross Block 5,00,000 50.0
Equity Share Capital 3,00,000 30.0 | Less: Depreciation 1,25,000 125
4,00,000 40.0 | Net Block 3,75,000 375
Add : Reserves & Add: Capital
Surplus 2,00,000 20.0 Work - in - progress 1,25,000 125
6,00,000 60.0 | (A) Fixed 5,00,000 50.0
Less: Misc. Exp. - - | (B) Investment 1,00,000 10.0
(A) Net Worth 6,00,000 60.0 | (C) Current Assets :
(B)Long-term Borrowing 2,00,000 20.0 (i) Inventories 2,50,000 25.5
(C) Current Liab. (i) Receivables 1,00,000 10.0
(i) Sundry Liabilities 1,50,000 15.0 (iii) Cash & Bank 50,000 5.0
(ii) Provision 50,000 5.0
10,00,000 100.0 10,00,000 100.0
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3.10.2 AR a-gifer @11 (Common - Size Profit and Loss Account):

TAARR TH-EI T Yg TehT &1 gfeRia ariidr § S ameFglsr ard &
gl TR T AT I F YAF AT A SIRT IJTRNTT R o 75 §
| 3eTexoT & folw, Rl @Fur & g &g # A &3 3500 399 §
St T8 & o A AR § qA T A0F, fheq 30 G & d9 dF FIs Ty
ET [Aderar SI§ d& I o I oY R fohdar A #e & fow 3,500 .
TR &4 T 911 § | SEiAT ol fashar &1 URT &1 100 AT forar sirar
¥ | TcITId 3T S Ag & AR F For s AR @1 AT g 38 100
¥ o & [AFT F Gy 3qa gfad AT A S § | 38 TR AR
fRar I AH-EI WIaT AR STH-giia @rdr 3ryar d-yfaerd faavor
FEAT ¢ |
gl @rd &7 3daRe #Ael fr ygfead & IeTTT A & AT FAGER
STH-gIfT @rar 31T 39l glar § | & & I 3 asf & 3ryar Affes
FEAIT & oH-gifd @ral fr AGl & HidRe IRader Fr ggfed o1 eI
LT g1 dl Ycdeh oGl Wi &1 el 31T A 100 AT 3o¢ AT HR
& g1 fer S § | 3udFd T @ udd A H FHof W § i A
X form SiTam & | 38% a1g 3o yfarrdl 7 JofeT e 3fad sy s s
Thd & | TAATPR A-gIfa S Y dgraar & Oy ) oag fr [_ffes #Acr
& wrafaleh HET H A0Er T ST Henell § HR HE GAT & IR Jole AT Fh
3o NI 3@ e R YT STar ST FhdT & |
3T 4
ABC faffits & woeieud &5 Hael & FAESR 3T fqaxor &1 fodtor
FifaT:
From the following information relating to ABC Ltd., Prepare
Comman-size Income Statement.

ABC Limited

Income Statement

for the year ended 31st March, 2009

Particulars Rs.
Sales (Net) 1,60,000
Less: Cost of goods sold 1,00,000
Operating Profit 60,000
Add : Non-Operating Incomes 4,000
64,000
Less: Non-Operating Expenses 4,000
Profit before Tax and Interest 60,000
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Less: Interest 20,000
Profit before Tax 40,000
Less: Provision For Taxation 20,000
Net Profit 20,000
Less: Dividends 14,000
6,000
Add : Capital 2,000
Increase in Retained Earning 8,000
g (Solution) :
ABC Limited
Comman -size Income Statement
for the Year ended 31st March, 2009
Common -Size
Particulars Rs. Percentage (%)
Sales (Net) 1,60,000 100.00
Less: Cost of goods Sold 1,00,000 62.50
Operating Profit 60,000 37.50
Add: Non-Operating Incomes 4,000 2.50
64.,000 40.00
Less: Non - Operating Expenses 4,000 2.50
Profit Before Tax and Interest 60,000 37.50
Less : Interest 20,000 12.50
Profit before Tax 40,000 25.00
Common  Size
Particulars Rs. Percentage (%)
Less: Provision For Taxation 20,000 12.50
Net Profit 20,000 12.50
Less: Dividends 14,000 8.75
6,000 3.75
Add: Capital Profits 2,000 1.25
Increase In Retained Earning 8,000 5.00

3.11 9gfd faelwor (Trend Analysis)

SIH Uk Fad fhar § fEeh 3eafa ar sraafa i Sy g feer smur
¥ & " H 30h AT FHG T Ugfcd AT TG A AT el 3ATF ¢
| TFET T a¥ & @l I Sid § cIIAT AT FFQUT SATARRT I gl Sl S
Tohcl § | 3T AffieeT auf & T o IFEITTA HT IHATH & oy TEAT

&1 arer FEAIfS &7 3efATT ST ST H |
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freT 3afr oy & facdr wa fharcrAs 9Raded & Tose o &g Affe
gsf &7 Al T aeiRal Y MU a¥ & 3@ geR i #er Hr k@t 100
AR 9fded & T H Yohe har AT § | 360r & fov afe sRuae
e o, & gFafeadl 7 e gfig & W@ & o I8 @er e & s
grqicadr # fg &1 ¥@ A1 ugfed § S HFGe T WEIfd H IR & | SFh
fulid afe Raware 3eder . a1d & auf F SRR gfe fe@r wr & ar =g
gl ST o Ragare . & foramememdr &1 aRoma ufaga Rufa weila &=
w1 & | Rffie a2l & ggfca fazewor & st 19 q@iegAe H F@dr A
g

vdfed v : facd@ vd frdrcAs @He H1 gafd & vl ArAfafad
faferat ganr fasar S ahar ¢ -

(i) wgfca gfaera

(i) wgfca 3tequr 2m

(iii) foeg Y& 7 AT gede

(i) vafa wfdera (Trend Percentage) : 3@ A & 3=ada f[fdea awf &

AT FI U GRON H fo@r Srar § 3R gearard R wh ¥ & 3R
A 3T a9 # g5 g a1 FAr F gferd A9 R O 1w § | g
T &Y AT a1 ¢ fF ugfed gfawrd Fad $© Agcaqut Far & faw & A
R o € et v & Ay wEafeud fRar S s 3R g i o '
| 3ereeor & fav Ifg O & vgfea ufaerd gfg sar @ &, feg I8 asi
AT g Sefe s & gafed wfdwrdl & goem Shra A B oamrd dr
vafed ar afteres wedfeaal & wgfea wfaeat & $r s |

ECUSUILE

EfaET S T Pl grufeadt & s Aeafaf@d &
Years 2004 2005 2006 2007 2008 2009
Total Assets
(Rs. In Lakhs) 3.00 3.37 3.50 3.32 3.40 3.70

gt vgfed gforra srarfaf@a gem gier |

Years Percentage Increase or

Decrease from 2004

2005 + 12.33

2006 + 16.67

2007 + 10.67

2008 + 13.33

2009 + 23.33
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Years

39dad & Tose § f 2004 @1 et faffies adf & o wrafcadt &7 gfig &
yafed & Teaf gfg & eX Affea awi & e =g § |
vafed gfaerd 9@ a¥ & goen & o A9 R o7 Fea § | W Rufa #
YR d¥ Y& ay¥ & folv e giar § S 2005 & T 2004,2006 & fow
2005,2007 & fow 2006,2008 & faw 2007 3R 2009 & fow 2008 | 59
aF ¥ 99 3GIeX0T & forv ggfed gfaerd e 9&R gher -

2005 2006 2007 2008 2009

Percentage Increase or Decrease + 12.33 + 3.86 (-) 5.14 + 241 + 8.82

Over Preceding year

(ii) wgfea 3 (Trend Ratio) : 3R a¥ & #AG H TR &I 100 AT 3T

g dr 3HT AG FHr AR A 3R 9§ & gfded & ¥ F TFT HET ggfed

U T BT & | FEG: A AT FIhiel (Price Index Numbers) &r
AT R |

qd 3EE0T & YR W el §&8 H ol Feafeadl & Ygfed 3iqara fovest
YRR BT :

Years 2004 2005 2006 2007 2008 2009
Trend Ratios 100 112.33 116.67 110.67 113.33 123.33
3CTe0T 5 -
IATATET G & IMUR W Ueh FEAT & Ygfd ATl i a0 HIfST.
Calculate Trend Ratio from the Information given below of a
business unit:
(Amount in Lakhs of Rupees)
For the year ended 31st March
2004 2005 2006 2007 2008 2009
Sales (Net) 5,000 4,750 6,000 6,500 6,800 7,000
Cost of Goods Sold 3,350 3,150 3,000 3,480 4,000 4,260
Gross Profit 1,650 1,600 3,000 3,020 2,800 2,740
Operating Expenses 460 485 550 600 650 850
Net Profit 1,190 1,115 2,450 2,420 2,150 1,890
Operating Assets 3,800 4,000 4,800 5,000 5,200 5,500
gd (Solution) :
Trend Ratios
2004 2005 2006 2007 2008 2009
Sales (Net) 100 95.00 120.00 103.88 136.00 140.00
Cost of Goods Sold 100 94.03 89.55 130.00 119.40 127.16
Gross Profit 100 96.97 181.82 183.03 169.70 166.06
Operating Expenses 100 105.43 119.57 130.43 141.30 184.78
Net Profit 100 93.70 205.88 203.88 180.67 144.74
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| Operating Assets | 100| 10526| 126.31| 13158 | 131.84| 15882 |

fadwer : 39 vafcd 3o I8 weiRla od ¢ fh 2004 v 3r9eT 2005 H
fashT, foshla AT T AW, AFhel oH TF Y oH H fRrae 3mg & | 38%
faqlia aR=TeleT <aal va aREmele @eafeaal 3 2004 $r 319eT i g3 ¢ |
fashra aArer 1 ara F Rrae & uafea 2006 & o Sy @ | o 7 gfg
Td fSshicT #ATel 1 oot # TRiae & IRUMATTET Hehel ol UG g oeT H
e §$ ¥ I Farer st F off ofg §$ ¥ Freg s Y B R 3meTEA
FH W E | IO awi & o AT F iy A vgfed @ ¢ freg T A
T AR A P X A™F gl & HROT Fehol oA H 2007 I 3T 2008 T
2009 # fIRTge 3ME ¥ | IRaTeT FFufeaat # fAReR afg @ W ¥ |

(iii) feq¥@r g =77 wedie (Graphic and Diagrammatic Representation).
ST & FAT W @A 9 39 A (g f7m, 39, gea T 3nfe)
GART LAl &l SEJeor 8 ggfcd 9ediel & U fafer § | 8@ depeitenl
SRR 6 @A arel e o fafdes Act & ugfcd & Wadr ¥ sy
Thd § | Fad oR9eT Apm o X@fst vd sreufast garr wwgd Y e
Thd & | dgd d FFAAAT 39 aive gfddea A O a1, o gwafed,
ac I AT Gl W I 3 &1 foeg W vd e wede st ¢ Tk
T & TEAT T 3ol AT IFATT I SHRY g S § |
gafed farawor &1 Agea (Importance of Trend Analysis) :

1. vgica faRelvor garT fhell off @#Edr & qeal & AeIHA § Higied & H
TEdd foRar ST G | |

2. ygfed fazeror (Y srcded a3 € | 31 & RIfERT Sy o smaeh |
SR JANT I THhd § 3R (RO & 93T W arer FfFd 3maEr F 37
qHS Fhd ¢ |

3. gFEe & RUeT gRadel Y 3% gfard aRadal ¥ S #e 3edk @
SRR A ST TR § aur fAsey Pwe o1 Tha § B e dw f
FFEATGATT gl @il & |
ygfca farewor fr @A™ vd @Eenfaar (Limitation and Precautions of
Trend Analysis)

1. T Tk Ae A HfAd gafed 39 3T F Fgcad gt & | 3 sy
fAereret g HFaletid AGl &1 ygfed &1 0T el =@1fRT |

2. Fad ygfed gfdR@El A 3qaral & WUR W Aden = Asey dAE g
THhaT & | A ygfed faerdl U9 qardl & AY-AY @Efeud adt &
foRTeT ol @1 o eareT & T@err Ty | 3eeony fRer sa & Uiy 50 @
¥ e 60%. & ST § 3R 37 =77 2,500 . ¥ §gax 4,000 & g S g
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ar g3« Rufa & ggfcd wfarrd 60% g &1 gae grem fheg aredids &9
H WA g & g F0F § | SH R ®KON A 100% H g & 3R
afAca @ISt # 500 A FFg 8 O 3EY Hag Yar @ oar § fReq afg
rEdfds TH® q@s ¥ AT & f& HOT 15,000 & & 30,000 T F @ I §
AR FarfAea #v 2,00,000 ¥ & 3.00,000 ¥. g ™ § ar RAfd To€ @
STt & |

@R & Rgled Td 3r@uron3t (Principal and Concepts) & a¥ gfdaw
THETAT F TTelel o161 el W o7 fasewy smAes oher Taha & |

HoT TR A 9gd Aol & uRade gl W FHS ool ofg1 W@l & | 3ofeh
g A & AT 397 Hod TR & FJaR FARIIST Hell AIEH Bl & |
g IMUR a¥ &1 oAld Wl YpR 61 fhar S &t wgfed gfderd ar ygfed
T & YR W AHrerr =27 fsens srAteAss ghemm |

ygfea faReIvoT & gaetr T Frrdr H TEY ST AL @ Tl § |

sitaa AT (Average Analysis) : 3aa fazemor Yy ggfca faesor
fafr & & oftsgpa &9 & | R §81 & wafed ufaerd va 3ardr & A-
Y $oT THPT HT Jolell FFSToUd AP & THPI § A Ay | TAT Hol
¥ 3@ RAY § AT G § FET B G & et B ot B o
Fhdl § AN GuURTcA® FgH 301~ S hd ¢ |

3.12

TRTA

e faRor ot Seen & Fi@emal & aRomHA g 3Edh acdg Rufa &
Y H AT Al el R § | A foRder &9 @ @ o o &
faaRur-gx Faer 3t F T AT & TANT AT &, S P Fgcat FvwEy Sy
YU FHAF T Hererdr, AT RAfS @ gaer nfe gee @ R 8 | A
g TSRy feprelet & T gotehr fARoIwor aetr 3marass § | faecd faeersor
& AEA ¥ ey fGawon 1 gaamsi & gt & §He] §89 7 50 YR
JEqd Thar STar §, TSad cgaar & geetehi, fafediarndisi aur deiegRt va
3T At A sgad T i fAcd Bufa g aRares aRomat & s w@a &, &
Aot & @gre & ¥% |

o feawor 7 aawA RAeewor & dar FuiRa & A § | acrrad
e faaRoTt &1 31eageT X 3TaRTS AT Thidd Hid o AR I 3 Bl
ol Td faRawer & fav d@ffed vd g deffpd R Srar § 1 3ed A
faeawor f G Td wofed eITA F SIG sy qAT ¥ fAsh§ fAepTerm
STar § 3R 3o fosast & gfddest, RE va Y@fEt ganr gewwr @ Aok
e gegd faar Srar & |
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facdiar faRelwWor &F &g &7 & o Hel 7 fOded fhar S d@&ar § (i)
FRYUTN & AR fSae &ifdsr ar aifaeier aur oFead ar &R faversor
dier STer g | &ifaer faRersor & goldicAs faed fdavor dar faar Srar @
S Rt fr gfg srear = Hr o 3 gfdera gurar smar §

TFgad AWEYor # FHEESR e [Jwor IR FY sa § 58 s 7
N HYUR AT F Hed FAGl T 305 YioRld & & H AT A@T § arfed
Ud AG H Aged AT & ¥ AN fi¥e=or et gur vty oo F giaer &
| e fageror & I A= faftat e qaEy 1 g & |

(ii) faecdr faeivor &1 qErT fAerTeret I+ AHAGAR 3R favawor qar
e faeewor & fFar Smar & | o9 fOcdi [avon @1 farewor wr &
HedRes & ¥ 3 frdll safed N 3ReRr a1 ARl gann e s §
al 38 3edReh faReIwoT shgd ¢ | Jg TARANUT HUhIRIT el Td el
¥ gred I3 F MUR G FHAr Srar ¢

faeaor S GEr & Sl IUANEAHT & g@arT AT Sfar §, sew oo
FEAAT & | O faRewor 7 feeve 1 FEer & @ fFewl e goEt aw
g G B € | SHIT 38 Had YR a0 W & R gar g § |
geleTicAs e fAavor aur gAR ey fevor garT aHEad: ar asf
& JoTellcHe EATA TRl STel § | SHA ¥ g & JelellcHeh HEITA &
foaw ggfea faeewor deeiie @1 yAeT ifew 3fd g § oEd e av @
HYR AT AT auf H FIAAHT $T 360d H FGell AT § difh FHBI T
vafed &1 SR AT g d |

3.13

SEACEI

gaeieAs e fawor (Comparative Financial Statement) : fdaxor
fSree e ar 3ife ast &7 Ael &1 TdeT vd |raeT G S GFIcAIRoT fhar
ST |

gAESHR Red @aer (Common Size Financial Statement): faagor
S g7 A A1 IUR A & 3T Al FT Il & §T H GEIRor
gl & |

ygfea favawor (Trend Analysis) : 9Rf&& 31afdr $r goer # HAF auf 7
e faerort $r At 7 IRadT & T@ & YR W FEJ AT |

3.14

ALY YReT

. A Qoo & [(RAWer & 3T Fr gFEsSIa §? SH% 39T FT Ui

HI |
What do you by Analysis of Financial Statement? Explain its
Objective.
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2. faeda Aol & feawor 1 s R @ awery |

Explain the principal methods of analysis of financial Statement

. facde JAaRe & Faga ¥ 39 F21r g 8?2 Acda faewor g Haae

1 Affiee Toetiert a1 Tgfadt i dfarea sarear IS 1]
What do you understand by interception of financial Statement?
Explain briefly various techniques of methods used for financial

analysis and interception

4. afas vd Tedad faeWer & 3T FAT FHASIT 82 SART TAT WRd FHAT
fohet-ToneT ATaENfaidl & €1 H Y@= arfgu?
What do you understand by the “Horizontal” and Vertical
analysis? What precaution should be taken while using them?
3.15 IIagiReh 92T (Practical Question)

1. 9Rd faffes &1 JefelierAs fagr & fear amr §

The Comparative Balance Sheet of Bharat Limited is given below
Balance Sheet
as on 31st December, 2008 and 2009
(Rs. In Lakhs)

2008 2009 2008 2009
Rs. Rs. Rs. Rs.
Equity Share Capital 800 1,200 | Fixed Assets :
Capital Reserves 120 220 | Building (net) 660 1,570
General Reserves 400 420 | Furniture (net) 10 40
Sinking Funds 80 100 | Land 40 60
Fixed Liabilities : Other Assets 100 150
Debentures 400 650 | Investments 540 340
Current Liabilities : Current Assets:
Sundry Creditors 530 230 | Cash 230 20
Other 20 30 | Debtors 400 380
Stock 320 260
Others 50 30
2,350 2,850 2,350 2,850
2009 a¥ ¥ gU Hgcaqul aRad=T i e R |
Comment upon the significant changes which have taken place
during the year 20009.
2. A Ltd. F WFREE N ¥ dIR 6 1 Aeaei@a &g & oeead &

T gATERR R IR fifST.
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From the following balance sheet of A Ltd., given in conventional
form, you are required to prepare a Common - Size Balance sheet
for the purpose of vertical analysis:
Balance Sheet
as on 31st December, 2009

Liabilities Amount Assets Amount
Rs. Rs.

Equity Share Capital 1,30,000 | Plant & Machinery 2,00,000

Preference Share Furniture 20,000

Capital 50,000 | Current Assets 1,80,000

Reserves 60,000

Profit & Loss Account 40,000

Current Liabilities 1,20,000

Total 4,00,000 | Total 4,00,000
3. M A ¥ st & a¥ 2006 & IUR a¥ AWA go Wied fdwat

IOTAT HIToT |

From the Following data, you are required to calculate the trend
percentage taking 2006 as the base year.
(Rupees in thousands)

2006 2007 2008 2009
Cash 100 120 80 140
Debtors 200 250 325 400
Stock-in-trade 300 400 350 500
Other current Assets 50 75 125 150

2006 2007 2008 2009
Land 400 500 500 500
Building 800 1,000 1,200 1,500
Plant 1,000 1,000 1,200 1,500
Total 2,850 3,345 3,780 4,690

[Answer: Current Assets - (%) 100,130,135; Fixed Assets (%)
100,114,132 and 159]

3.16Tecd I

1. TH. 3R, A : Yo AWiEH (Al TS FHruell, TIR)

2. TH. Td. 31Hamel, ST 3. @ IC1 TF 3o : Yoo o@idel (horrer g 3T,
ST

3. 9. UA. I AT TT W UA. G AT : YA AWIHA A o 3,

SIIY)
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SHhIS 4 : HeIuid faReIoT g Feffeur (Ratio Analysis

& Classification)

FHIS Y TIX@T -
40 3R
4.1  3eErd & HY
4.2  3gard faverwor dr gepfa
4.3  equrd TARQINUT & 32 AT 3UAFIAT AT I fHAHT
4.4  Hequd faRelvor $r HAT
45  3Ordr & 39AET A graufaar
4.6  3fErcl 1 fodus
4.7  3fepardl T gatfeRtor
4.7.1 3HoYehTollel MU &THAT dTc
4.7.2 Ereerellel QMee &THAT 3eqdrd
4.7.3 SST-SEeAT egdTet
4.7.4 FOlec STHGIHRAT faRevor arc
4.7.5 framefierar segdTe
4.7.6 Yol AT AT
4.7.8 &1l a3t & v 3reqard
4.8  GRMT
4.9  regrael
410 TART WA
411 Heed I

4.0 329

3H 3PS & ICIIA & 91 7T TG Hohal :
o 37T & I FAT g7
o 3IUTd fARAWOT dr YA ST HAY |
o 3fUrd favelwor &1 $fAHT ST Fehal |
o 3IUTd TARAIWOT & TAWT & HAT F7 ¢ |
o 3N TGU ey gl sSioh A § |
o 3IUTAl & FeTRIOT ST Hehel |
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o 3oUmlellel MU &THAT & fafdfest 3rardl &1 39T @@ dahar |

o QUHINT MU &THAT & AfFe rqard’ & 3T T THT |

o MH-YEcAT AT A & AT Meqardl 1 eqqA FT Hehal |

o ZUlec AIC FHI IUNFIAT ST Fehel |

o TRATMIAT & 3MYUR 9T 79T fALATOT T Hehal |

o Yol T Ul T 3TNl AT Fehal |

o raT fAfedera3il 1 TfSe & T42eIVoT fAT 3requrcl T SR Yo &Y Hehall

4.1 3eJuid & 3T (Meaning of Ratio)

HAT FARAVUT Feholleh & Hodaid fAfRewT 3ad A1 ford o § | e
Heqara 1 3 facda faaRoi $r feregr ar ar 3ifte Far & T deaeHs
TEa-T ¥ gIr § | a9 T, TS & Qeal A, “ A ratio is simply one
number expressed in terms of another .” Jg TH HEAT A @l T&AT
¥ AT S AT foam Sar € | 9| wedr | drer @3 Srdr g, 39 YR Ar
TR HEAT Fgd ¢ | GRT TE&AT A ST IUR F&AT H Tehe fhar SAam § |
U H MYUR 1 AT ST § 3R SHH Jolell A gl H&AT &1 Fehe o
ST € | S 3l fasa 3ia whew @ dfg AT § A e §9 & 3 51
Sehe farar Sem, ¥ equra e i 9eR @ g FY o §-

(1) 4F 39 (Pure Ratio)- & #al & @I #eaedl & WY Hguides &7 #
gehe fRar Sar § | 3areRer & o afg foeedt dwm fr are @edieaar 3R
are &ffica sAw: 20,000 & 3R 10,000 & § a =@ FFfeadl 3R =Te]
aiR¥icdl & o g 3Hequrd 2 1 FHEeraT |

(2) X 39ar 'sa« IR’ (Rate So Many Times)- &1 H&IcHS T & &g &
AT AT A § 37T 5T g TS A Sar € 7R Ue wE gmdy T @
frdel a0 § | ST saET Geaey fRAT FHEAaf & giar & | 361e)0T &
for afe frelr wear & foa 3R ey &1 AR &wAT: 40,000 & 3R
10,000 &. & o aTf¥eh fasha Thetr T TR IEAT SHgerdan |

(3) wfaera (Percentage)- & #Fel & TFa-E H Ahs & AN & & H Yhe har
ST 8, ST Thel odT fasha 1 20 gfaerd § |

4.2 3UI-TaeINor fr gpfd (Nature of Ratio Analysis)

HToTohel STGATT & TR HUEHAT, d=eR our RfFwerar saa- feeror
F & 39 facdT seu=r (Financial Commitment) & 3R &0 § | T
fOcT gartrr 39e ®H @ facdy Rufa & faeewor & o off RAffes
3Tl FT & TRANT AT § | FROT Ig § AT TCAAF GHE BT &
O g8 §fig wFAd Ao e wear & o o ga & | Too asf &
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W §ga-8 Freedl 1 fawfaa e =r & Segier &Iwr & Tarfaar &1 59
st & gfel farared &y agrm ¢ |

fhrg ¥% €U W F equa- RAeawor F1§ wrey A @ X 97 O R o
#r e Rufa & wows@ &1 aveaaAE § 1 59 fOeewr & Rl focd
Ydetish T IS & TGN H GATT FATIA & dd doh F&H 3ca] gl 9red
Y ST @ehd S de & GAE goafurd @ef 3TaRysh 3fe[ardl I rorr
8T @ S | 'y @ e dre-faeR TR |l YR & 3eqardl v arorer
FET AT &1 7 308 ¥ 39 3237 & O 3aeas 3equral & oiear
AT a8 W | AT TAF fRAYE F UG f A0 F @ &A@
R s & faawor & 352t & o Sl & 3wgardr & aorer $r
SR | 38 AR, AR & MU | oy T ug=el & o fagoves
@l o YA Fafad wte @iied foad & & g oA &1 FBufa & wreey &
fAeTer I eqUTr Y JoleAT S AT F H ST Fh JUT RO f egrear
& ST " |

4.3

IO TAWINOT & 32T AT IGAENAr AT A
(Abject or Utility or Role of Ratio Analysis)

Fegard- faverwor e fagewor fr we sga & 3w R § 1 ol
faeut & & qHs AF g1d § | 31 WRUeT Hed Hgcaeol 8 ¢ | I8 fafy
e AaRolt & 37 HF GHAS HY Solad A APT Yol A § | 37 dohellsh
¥ Gd g3 HY A e 3l W el T 39 STaa@T Sealtad
IYAT ATy H IR Hbd A § | EId- faeewer AEga vd S
ATl 3h P oY, HECH U FATE TAT ¢ | SHH YHY 32T IIqT
& e Jgef3il & &g Foaey TUd e Joetl F 3Hh RS Hraif-
GEAT, TH-ad, A= 3N Haga-A HerIar ugaEm g dr & | I 39
faRewor &1 @E YR ¥ WA R ST @t I8 SAEdE¥e HASdr d guR
ol B U TET & ond A ofg A @ergew gt € | 36 T ¥ -
TIRAIVUT Soledl AU=a0T Ugfa &7 UH 3NaRTSh 39T a1 Sl § | 30 fARewor
F $© HAgcaqUl 3T i@ §-

(1) A= # We™® (Helping in Forecasting) -${dsmellel 3fedld oTd,

fasrar, oA aum 3T Feafeud dzai & Ugfcd 9 TehTel 3Told § ol 3eleh
TARAVUTICHS 37CTTT H HEIF gld ¢ | Tg eI T facdy gaey & fow
ATAT T3 & qaTgA H Igd iU FgEE g § |

(2) wA=ag # wWg™H(Helping in Co-ordination)-3ard  faReiwor & 3ee

3earel (Ideal Ratio) $r TaeTr &1 ST Fhell & 3N 9H@ eqardl & & 9
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I FEEUT HT YA SAGATAh haTAT & IS THaT & o fhar o
Hehell § |

(3) fa=aur # ®g™@& (Helping in Control)-3rJdard farelwor &1 gter foisaresir
(Performance) 3R @meral ) fAge=or & o off fFar o1 Ihar & |

(4) wagsT # W™ (Helping in Communication)-3/]aTd HEIT & HedRe
AR aET vl F 39 FFEud GEAHT & Haged H IS gid ¢© | 3eg9rd-
fIRAYUT & Ig TISCAAT ST ST Hehvell & [ Uk 3@ & quEdl 3@ & &=

FT aRade gu 82
(5) FAAAT F HedTwHT & wer® (Helping in Efficiency Appraisal)-37eard &1
AT SAEETAs AT & AT & AT o fhar S dar § | TH HERT &

I & TN Tl & 3T GEY HEABN & 36[Ad & JoIel Hh
3P FAAAT FI Hodidwel hdT ST FohT & |

(6) Rediw ataT & Fpaida A We™F (Helping in ‘Financial Strength
Appraisal) - 3fdTd- faeever 8 & ey ey & AT (Diagnosis)
H @gEF @aT § | AT IET HT Koldl, AASTHA, UG, ol
gfedeur (Capital gearing) 3¢ AgcaqET Uge3it & Hedihed EanT fhar ST
Thdr § | 387 O Ueeds &I gad@ry H fOcdg Madedisi wa
STAAAT & Hodihed H Feradr FAadt g aur &y Afadedr ar wkoear &t
FEAT FH el T HAAT o Mol & oo H A0 ot A wgrgar fAad ¢
|

4.4 3eard-faeasor Y dHAR™”  (Limitation  of  Ratio

Analysis)

TR Iard- fazavor e fRewor 6 v 3w R § feg soh
3UAAAr g8 3T 9T W R ST § | SHET ded YT Gee @l
TN Y Heohdl § dAUT FoToh ITUR G YT fAshy femrel o7 Wl & | 30
$H& YATHAT 1 FHH! WA AT gl A1y | 38 farawor i yog@ HArd
farafaf@a g-

(1) T e T F1 AT #Aged (Limited Use of Single Ratio)-31urd-
faeawor & RRET T el AT FT sgd & AT Aged giar § FifE |
fareiwor F ggfed 1 T AgcayEt gar & | T 3equTa & Hgea gt Tase
BIcT § Sielfeh 3T HEATA e Healotid Ul & A & Sy |

(2) gHET & IENcHE faRAwor F smd (Lack of Qualitative Analysis of
the Problem)-3rard- fa2ersor faRelwor (Quantitative Analysis)T &r Je+
€ | 3HH AT & IUNAF HReh (Qualitative Factors) 9 €1t g f&am
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JATAT g, de ¥ IRAUNHS ®Rb & M 31f0F FAgeaqUt FaF o g | 3qe0T
& foT omgs & 3UR &1 AU 3@dr Acd fufd & @@sl & 3R ©®
fRar STar § ot 383 38T IRT AR 3THI Jaewhig Jedar 3T acdg
feufa & o 31f0% Agea W@ § |

(3) d@mar Y Tanfad HABT F1 wAE(Effect of Inherent Limitation of
Accounting) : gf& 3rardt i 0T F@-fAA@r (Accounting Records)
T & F ST 8, I SH I Tl sfAar AR et gt o iR orar-awer 7
fegere § | 30T & fAr W gedfeadl & weafeud feqardt S aorr &7
¥ T IR Feafeadl & Hediwed i 9AT AT FH ggiad A qRade &
wenifad gy |

(4) Faforcr gs@ (Arithmetical Effect)-3rard- faRewor & 3qurdl W §o
YhN & SIARI & HHeTuIdg THd & Holdl Igell AMET | Teh hedell et
% & 398 R@m@e (Window Dressing) g@RT 3 3iqdrdl & sod aRade
o Tl ¢ |

(5) HT F YR W HE AT (Future Estimates on the Basis of the
Past)- 3Urdl & 0T Hdhlelel FHB & & SN § | Fog TdAT AT
sfasy & o 9T e AT g Ao el aldr Fifeh HHRlellel A
sifasy & gFfad gcast & et & Thar & | T AGT HeFER H
aREde g S W AT F IS & ATl H JolellcHE AT SAfeel Ud
e o & T ¢ |

(6) 3R wHTaY F1 3T@ (Lack of Proper Standards)-3teurd faReiwor & Jerelr
& fav 3Ra yAT &1 39T R S & | 9 UET g SATd 3egurd e
¢ o geleiicnss sreaae & waier fhar o7 @& | I AL, S¥asR H, sgd &
el (S T arfded, YgFd ol 3nfe) H IRAmwncA® vHEdar & 3a
Jar Affea geamsit & R g 3R & 3edX & $RUT T G801 &
HATdr T JolelT GE HEAT & el & AT FEYOT 3N & AL oS
Gehell|

(7) [edws &Y FfFIera Aegar T vaTdd &1 9HTT (Effect of personal Ability
and Bias of the Analysis)-3fard e fagaiwor & e AT g1d &, &
T H HIS AT A B | ST Ural ¥ sy faeewes i cafFderd
AT T 3Tk J&TITd & THATAd @1 T & | 3T TEl Togdl H o Aded T
¥ AT TS forswy o & T § |

(8) #a& F& A=A (Only few Informations)-3gard- faReivor fadaer g sy
&I fafdest At 7 @ e A § 3 98 @o & v 3naegs ad 3o
& @ gge R 9rar § | 3 vgd frewor g gre Avie & v ag
HETF g ST § F s ured gt & 37 @l ¥ ued azat g
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a3 & @ wAer fRar s | sar i Bierman 3R Derbin & forar g
f& “ Ratio analysis is not a substitute for sound judgment . Rather
it is a helpful tool aid in applying judgment to otherwise complex

situations.

4.5 3UIdl & 39T H HEUTAT (Precautions in using

Ratios)

(1) wH=T @Y yFfa (Nature of Data)-31Idral & YRl & FHH H THid W
1T ol TIfRT | 38 e A1y fF udes ddsd foha-fhd cgagr &I anfiar
FE T § | gl F T ugFd THS H IRHANIcAS UHEAdT H gl
3TaeTF gl

(2) wagsr # eftgar (For Communication) -3e[dral &I 0T JAUT Feafewd
IFAAT & 37 HAgd & g AT [deiFd gl oIleAr aifgd 3egr
gAeTRAT & o 3 31 g g |

(3) wFgEOT (Presentation)- 3equrd faaRmehe ¥AET @ gFafeud g @ifed
U 3¢ 34 cafaddl & THET yrdd R S S emehe @Eer
graiewd & |

(4) 3R waATat &1 fAUROr (Determination of Proper Standards)-G&ar &
HY 3 cTepTelle] 3TATcl AT 3T I 3T ShsAl & Hedral I¥ €A &l
§¥ Y% VAT WAEN & HFaeY H Tsh AT 3760Td ffEa & o =@rigd
3R aredfas eqardl i g1 qd AR reqardl @ ool e @i |

(5) AgT TR H 9Raaw (Price Level Changes)-3ie[drdl & SAhdl &I 3eh
IR R fAshy [Fehrerd THT HeFER & qRacdal ol e I@ar drigd
IHTAT TSRy wHE o & Fea § |

(6) @TRTa (COoSt)-37eIdTcll &I IOTAT ST SAETT Ieofeh FAT H e o & 38 =787
gl =gy |

(7) gerer (Comparison)-aeft 8ff CEY &7 HEAT & Uil T Jelell o181 el
RN Tl IgFT AR At T oAk Agedr H Powtar g yar s
I9H H GFdieud o &l |

(8) 3r=w uwgfadl &1 wAkr (Use of Other Methods)Jg &I @ aifgd &
e~ favelvor oidas fr ws AT A d e R § | 39 s@ [ &
feprer I fasest T fAager aa TAT 3T Feaeud azal W Y €aneT e
R |
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4.6 3eJurdl &1 fAdTe (Interpretation of Ratios)

A T A FIS WET A BT A T R A fr Rufa & fvewor &
qrereT AT | SAd 3TN So7h Adad F § | A d W s [AdaaT &
e IR aler -

(1) & IFS FqEET F YR | Adwa- $o eqod W § S W@ 3 &
AT fvhy & § | 3areRor & o Al 31ud F PR fRtae 3R Ter
aF o6 38Fr 1 ¥ o & g e B & My arferd g & gdie A 57
THAT § | W U Igd FA & oo O el v gafaa & 3k
e 3o & IS 3T fAshy el ST @ehd &l |

(2) aFafeud Ul F @A & IUR W PAdwe- Jgd ¥ 39a 0 § O
S 3qUT ARy Rl g@EY eI AT IOt & WY @R & e S
FHdl § | 3807 & [ AhT W a7 & 3eUTd &1 Agcd I §¢ STl &
STefeh SET LA Yol AT YE Hed A 1T & Hegsl # & |

(3) o asf & 3requral F Jow F YR W fAdwsr- 39 T F 3eadad 719 +3
ISt & T & HIUd & HEIAT & MUR W Aol Fqfeadr A $r S &
AR 38 fshy el S § | Fiwslt U 3eqad & o ast & 3itad @t
YATT AT 1o, a9 & fASaTest &1 Hodidws fohar Srar § |

(4) ITa-BA oo & YR W Ad=ar Bl o Fr anfas Bafa & qeains
& o 38% 3eqrdl 1 38 3T N 3T AT & AUl F HYAT 39T
&I HATT BAT & TG & AT § golell S S § IR sy e S
g |
frdt wat i Rfy & Traewr & g qer wdr fagewor & o s |sf
fafert &1 waer foRam o Tar §

4.7 3FUTdl @7 FIRIOT (Classification of Ratio)

Jequrdl @1 aeffeRtor faffes ger @ fFar Sar § | a¥gd: gg gefieor
favervor & 33T, IR Tur 3ueey FAd W R aar § | e &
geffeor & foeet i & 31f8% FAgcaqu §-

(1) @@r-fater  geffetor (Statement  Classification)-3ieqardl & gaffeor &
WFRET & T8 & | Ig effnor Affee 3rgaral & 3ot & o 3mavas
AT T I&TeT Flel dTel ol @M -[FaR0I & TR IR fRAr A1ar § | 36 AR
W T 3rgardr B e e el 7 Renfora fear e -

(31 T 3equia (Balance Sheet Ratio)-fg @ =gl & #al 312rar #Act
& o GGl & T HT T IS [T FEATal & | 39 FHel-wel
facd@ 3qaa (Financial Ratio) #ff &gd & | @ Rgr 3equa
farafafaa §-
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C))

(W)

(i) dref 3T (Current Ratio)

(ii) @< 3 (Liquid Ratio)

(iii) TanfAca 3regurd (Proprietory Ratio)

(iv) TRl "#gicd A (Fixed Assets Ratio)

(V) I gfeaesor 3rard (Capital Gearing Ratio)

(Vi) 9fd 3131 qEdsh HeT (Book-Value Per Share)

amT-gifer @rar eqard (Profit and Loss Account Ratio)-eTa1-grier

T $r el ar Aar & @9 #7 IgUT WH-EIT @TdT A FEerar

g | 3HH e e 9HqE &,

(i) 9R=mersT 3tera (Operating Ratio

(if) a7 3-urd (Expenses Ratio)

(iii) g omT i (Net Profit Ratio)

(iv) Fehel omeT 3fd1d (Gross Profit Ratio)

(V) EhetT 39 391 (Stock Turnover Ratio)

faffa sgara (Composite or Mixed Ratio) - 38 YR & 3Heqdrai

H UHh AC IT AG & GHE -l Gid ¥ TUT @l #AG AT AG &l

THE g & forr oar € | v T AT e 59 TR &

(i) ST gE | 93 (Return on Capital Employed)

(ii) 37ereamdr &N 9T AT (Return on Shareholders Fund)

(iii) =meg, HFafea 3mad 391 (Current Assets Turnover Ratio)

(iv) SR & 3ad 31equrd (Current Assets Turnover Ratio)

(v) TRl gFafeadl @ g st &1 31 (Ratio of Net Sales to
Fixed Assets)

(2) JaETRAT & JTUR W Feftetor (Classification by Users)-

(31

C))

ye=tr ¥ fT 3 (Ratio for Management)

(i) 9R=mersT 3t (Operating Ratio)

(i) AT gE | 9@ (Return on Capital Employed)
(i) T 3maa (Stock Turnover)

(iv) SIeRT &7 3mad (Debtor’'s Ratio)

(V) QATET &TAT 3T (Solvency Ratios)

ATert & fad squra (Ratio for Creditors):

(i) dref 3T (Current Ratio)

(i) ATErTETAAT 3equTd (Solvency Ratio)

(iii) ATERT & 3Mad 391 (Creditors Turnover Ratio)
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(iv) TRl "#qicd 39 (Fixed Assets Ratio)
(v) g#Fqfca Hax(Assets Cover)
(Vi) T ¥ar 35T (Debt Service Ratio)
(@  3rauRAT F fOd Ui (Ratio for Shareholders):
(i) 37T & AY W 94T (Return on Shareholder’'s Fund)
(i) IS fAesT 3requra (Capital - Gearing Ratio)
(iii) @maTRr-shax (Dividend Cover)
(iv) 9Tla®ar &X (Yield Rate)
(v) EaifAca 3regurd (Proprietory Ratio)
(vi) @marer €3 (Dividend Rate)

(3) IWEER  I¥AT FATH® Jeftdtor (Purpose Wise or Functional

4.7.1

Classification) -3msier faaRur-geffrtor & qEwREEa Ifd & T ®
IATAt & AT AT T & AR FIAOT T IS 3UFFT AT ST § |
g gaffeor e faRawor & & t@er arer Affiesr gl & rargswanit &
YR W fFAr rar § | 38T & AR Heqardr AT et 7 drer o
T &-
(3r)  eMerraTHGT faRAWOT (Solvency Analysis):

(i) 3cUelelled MYUAGTHAT ARAWOT 31Uar Reldl fdgawor (Short -

Term Solvency Analysis or Liquidity Analysis)
(i) EdFreller  MuT-gTAaT  fagelwor  (Long-Term  Solvency
Analysis)

(@  «mervEar farawor (Profitability Analysis):

(i) GAET emvear faeryor (General Profitability Analysis)

(ii) 9ot @meTgear fagewor (Overall Profitability Analysis)
(@)  framefierar f@Rawor (Activity Analysis)
(@ gt wgen f@Rawer (Capital Structure Analysis)
(3) s RfAFaEt & AT s (Ratio for Prospective Investors)
AT 38 TafeRtuT o TR WY 3eIdTdl & faduel fohar am=m § |
FoqaTelle oMUl &THAT (U HUAT Reram A FAEMeAT (Short Term
Solvency Ratio or tests of Liquidity)
ST ATl FT 32T TEAT & HeTalalled AUl ¥ 3Hb HeTdleld Gidcdl &
HITAT e HI &THAT T TdT M § | Houhiae ey fufd garr I8
Ol oERAT STl & o &/ =re] arfdical &1 gled $PeTcllel @1 Weha? ol Te],
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faedr FRufa 3=y €2 a1 wla oo &1 9ody ForeT 3T & @ 87
ST AU fAFAITRT T F ATCIH § HEX-
. fa¥sr %= 3requra (Absolute Cash Ratio)

UH3 Y Cash Reservior
= AT or Current Liabilities
qre] giffcal # UUR& oelgR, ¢F f9F, amgwt & 3fA uifta, %
yfafdwy, Fhe A1@, Hocd oI, UEAAd CITHIRT, STl X ol W &
WIGUTs, & X g AT alfdca Sl WM AT # rdreT & 8, A
gl & |
UHs Y H d @7, 791G TR, [AHT AT Heddele IR-cAIie fafazrer
@R Hed W) eNfAe 8ld & |

. 3=due AT (Interval Measure)

e 1 ot ufafesr 7 serg gt Ao aREres <aat @ $ITare & A
$r 7 §-

Cash
Interval Measure =

Average Daily Operating Cash Expenses

. dTe] et (Current Ratio)

Current Assets

Current Ratio = .
Current Liabilities

e FFEITt # s, dF AN, g &AER, wow fAud, Fean, gl @
I AT & T, Foudrald I g %o, [Quoe Aeg R e
gfafadl @R #Aedl W), Ydecd ¥ 3UMoId 3, APH F A
IS ) 3T (I g ) g 3§

e, AR EEA A 9§ A s o gH | e AT A
Tove d A8 § 1 Red d i Rfea afafaat  sremersreer 3neet &g
Fad § | AR FAE 7 43N FAS A 3 ;2 3 | gRE uAF e Hr
SpTd 3Tela-37elT Bl & HRUT &g Gy AT HUTRT e 3T 7@ §
s 2:1 &+ 3T AET &

. AT, R, dcle. AT IFd GNETOT 39 (Liquidity , Quick or Acid
Test Ratio)

Quick Ratio = "

Current Liabilities
e, alidica # d fUfdery g Fohe @@ HT Big AV = AC AAA © |
STafeh aXel FFafedar &1 3 | e FFdfeadr H ¥ ik I [@acd T
gy AY R & § |
. AfOrcaRa 3r[aTa A1 qUF aerar Ui (Super Quick Ratio or Absolute
Liquidity Ratio)

Quick Assets
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4.7.2

Cash ,Bank & Marketable Securities
Quick Libilities
AT AT F T A I FTheY AGd, GlgR IHMEd, olelaR 3ad
T SE SIS H A FoRArRNerdr 3t Mvew H §a W § |
Tl YT &THET 39T (Lomgterm Solvency Ratios)
SYTHI & ErehTolls] ROTGIATHT T 3T &THTT T ST & AT SoAepr 3uNer
¥ -
RUT-HHAT edd (Debt - Equity Ratio)
I HAledReh TAQT g a1ed AT External - Internal Equity Ratio & &=
TFeeY fq@me arer 3 §
Debt-Equity Ratio = Outsiders fund or Total Debt.s
Shareholders fund Owner Equity
e aiffical # el d Heudleld Hell alded nfae gid § foeg 30
focars sad Seereld giffica affAe o & 987 & § | 39 g #H 39
SGSIGECAICl
- DS | vt i A, R S
gfauiRa 3o, faffies IR & o g 3mmw g afFafad & aa § |
$o fagars @R 3ier got 3 aeg AT 7 fad A & |
Yg AT 1 1 FedY Sidh AWl S § | I 3HeqUd e wA g,
STERT T 3 &1 e [Fufa gl foheg g d M8 & gl 9T 3ereniar
&1 zfSe & 3remere ¢ |
¥aficd 3rqurd. (Proprietary Ratio)
g (AT HEAT T ol FFdfeadl d FTAMAA & IS & AL Foaedl hod
AT § 3T H 3T & AT A BT § B cwgary i o grafeaat &
TIfAAt & HI9 g @A a oot g § |

Proprietary Fund
Total Assets

g 31T foIefer 31t gram, §em e €S & geg -Ax e |
3CEY0T . U fo. I Qe HOREIRAT & HIY 300000 T A_AT Fol

FFqfeadr 6,00,000 %. & ar T&THACT AT g1
3,00,000

6,00,000
HAT T PN FH 50 YT FAAAT & FIY g AV 5o gfaerd awed arfdear
q @@ foRar ar g

AU &THAT e (Solvency Ratio)

Fo FHFfeadl @ Fof aficdl & @< e Jarar ¢ f aeatas weafeaar
fehey aTedr arfical T QT Ao ¢ |

Proprietary Ratio =
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Total Liabilities
Total Assets

Fol geafeddl # 3T GFdfeadl nfAe @1 § dor IR AR, afiaresT
TFEIfcadl, Heddld TFcadr #Y o nfder aar 3T 787 ¢ |

3RO, Th GH H ol GFdfeddl 5 a@ & & & fo@d 1,50,000 & #
3T FFafeadl afAS § | 98 qdcd 3.5 @ . % § | BH @ e
&THCT 3eqdTel SIT3M |

_ RS3,550,000 _
"~ Rs,;3,50,000

3 gEdfeaar el erffical & g 7 et & |
. Tl gFafed - YEAFT AU (Fixed Assets to Net- Worth Ratio)
g AT Id1aT & & qg Hed &1 fhdar amer Rl grafcaat # Rfaafaa
i.llb\.to N.W. Ratio = Net Flxed Assets

Net Worth
YE AT AT TMfACT HIY & 7Y qF & FAT # adr=™n o g ¢ |
. Tt weufed - gor diwrelle F1Y U (Fixed Assets to Total Long
Term Fund Ratio)
Yg g gardr & & el aifcal &1 fhaer dmr ®rRl gEdfeadt A
fafaafaa &

Fixed Assets Ratio =

Solvency Ratio =

Net Fixed Assets

Total Long Term Funds

3CTEI0T : Ueh A & KOT 99  dh KUT AT 3 A & 9 1 @ & & ¢
Safes AMT , YA T HaA FAW: 2 T F T 1 @ & & & | 3T TR
Tt a Qe afficT 81 § | TR geufed & $of Grodrels S A

3egard AT
3,00,000

= =.75 1
4,00,000

37T Ereehlellel gIfdcdl T 75 Yfaeld TR TFdicadr & JfEaea § |
. O, §Ffeadl 1 FEIfAe@ #FN ¥ euid (Current  Assets  to
Shareholder Fund Ratio)

Current Assets

Ratio of Current Assets to Proprietors Fund = -
Proprietors fund

. HOT-¥T Iurd (Dept-service Ratio)

U HOT-3MSOT 376919 (Interest Coverage Ratio)#l &gd § | Ig 3iequrd
Tg FdT & T addAe 3 fohder TR <t fr qfd e H AT g | T8
3eqard TSIq=r 31f¥eh glom, 3der &1 RoreniRAT & v 3fd W& |

Net Income before charging interest & Income Tax

Interest Coverage Ratio = -
Fixed Interest Charges
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4.7.3

3CTEI0T. Ush Fdsll & &l d X § qd 3 10 oW & § dur faggA=
HUT $6 YR &.
10 gfaera &reerreied %oT 40 9G¥
10 gfderd adstfaes fHaa 15 @ %
12 gfaerd d& HOT - AT o Fr cgaear g 25 @ ¥
3Fd I3 § <TreT <A1t (KOT-aT) 3Hqurd AT HU -

10,00,000
~ (4,00,000+1,50,000+3,00,000)
AT, YA I ST T 1.17 I A 3T ¢ |
dT-gedr 3eard (Profitability Ratios)
STGHTT T ATH-G&dT foshr T AT, oAl g faecha @t & Herel IuhqeT W
A o § | 37 favawsi favewor g e IR 3regurdr & 3R W8
o{ieTor foRar Srar € | faffies emdrerIedr 3equra it € -
Hohd T eI (Gross Profit Ratio)
g Whel ol @ Yg 3T & I I aarar § | Ig SAOIRE FRAT
TEAT HT ATH FHATT T &THAAT HT Iciieh gIal & | Ig TSAdaT a1 grem el &
TS T

Gross Profit

G.P. Ratio = —— x100
Net Sales

gfRErers 3e[ara (Operating Ratio)

g HaTd IR STl T g S F TFeey §aar § | I8 cga &
HIEGRACIAT T TSI & T AT Il & | T e i el glelm &,
IR aRares cgat A @@ W F T 3a & 3fAF ey et g aur g
arer ot 31T ghem |

Cost of Sold + Operating Expenses
Net Sales

= 1.1764 times

Operating Ratio x 100

9 3era (Particular)

YA I Y AR F Yg T &1 90T G AT WA & | 3H e &
Aodr ast & fFedl 3qural 1 Jolell N TAF JT AG & IR H JolellcHS
SITARRY 9Ted T ST Fhell & |

Particular Expenses
Net Sales
g @t Hegard (Net Profit Ratio)

Yg IIIT AWH A H HRH FT YA W ORI § | TG AT A
FI HA FASA AT § T & F@fAA f o W AfEgw & fow 3R
T T ST T 8T &l § | ¥E Ui F qd o AT A Hhd § | T

Expenses Ratio = x100

Yeetehld HATAT 1 TGl AT &I Hehall |
, . NetProfit After T
Net Profit Ratio = ——————= x 100
Net Sale
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5. gRemers @w7 At (Operating Profit Ratio)
g 3T TohdicHe HIAETHTT 1 SHId Xl § | I§ cqradrde fhansit &
TSR AT b oIT Hcaqul 3e(drd & | [Scer 31feeh Ig 3equra ghem
3T & TohaTcHs HIIGTHCT 31 giem |

Gross Profit — Operating Expenses
Net Sales

6. RfEAfSa gt W v (Return on Capital Employed) Jg 3fequrd
ST G g ot & deeey #. Udhe AT § | Ig TG A FAIT
ATHEIHAT AT Fel T Fafedd I & | I Taedha SRIGRredr Ad
FA g SUHRN ITANT FAT § o U g H F I AN ol @ ar
TETHT T Jolell e § Al 'SAST T W geard " SHT HT IR HLar |

Profit Before or After tax

Operating Profit Ratio = x 100

Return on Capital Employed = . x 100
Capital Employed
or, Return on Capital Employed = Investment Turnover x Profit
Margin
Sales « Profit 100

or Capital Employed Sales

fafaafaa & fAeifea e 3ref & wer 3 & -

(@) por REAET qo- TR g O gEdfeadt A ¥ & osEE FhE,
IHA (HeT geh) FFafeadr A el & |

@  Ug AT G - Fo FFafeaar - 9] afded § § 31Yar FE&rAc
FIY + Greerelel alidcd 4 ¢ |

@ e RERR iﬁzmmqﬁ;mm%ﬁ

3rar
e AT qelt - 1/2 & a &A1 & 416 & g e
1. Tarf@cd HNY W 94T (Return on Proprietors fund)

qE IO YE o d URAT & fAfeer & fia @oey gd@n. § | I@
AT 31 YT DA T AT F AT HUR YeT e § | g 3rerenfay
& HolT &TAAT ATl § dAT I e[ AT IoTed &THAT & qateret 7 o
ETH ¢ |

Net Profi

Return on Proprietors fund = ——— x100
Proprietors fun

2. WA st W 94 (Return on Equity Capital)
qE JITd FACT RreiRAT & AT 39y T & 3AS PV F HIAT & |
Ig FHAT MTRAT T ATHTSTT &THAT AUl T Hdlcdd AT § | TP ATCIH
¥ RfFESE T6R # GHAT 93T & § Jolelr Y AT & ar 7 a1
& AU o Thd & |
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4.7.4

Return on Equity Capital =
NET Profit after tax — Divided on Preference Share Capital x 100

Equity Share Capital
3aeeor - fAEifed et @ @hd o eud, 4§ H IFegaid U9
AR o187 3eqdTed ATl
1. fsshrd &t &1 oerd 2,40,000 %. 2. ¥ o 60,000 ¥ 3. I
gR@relel g 5,000 %., 4. i@« <@ 20,000 %, 5. IR gR@rere

3mx 2,000 &
] ] 60,000
Gross Profit Ratio = X 100 = 20%
(2,40,000+60,000)
] ) 60,000—20,000—5,000+2,000
Net Profit Ratio = x 100 = 12.33%
3,00,000
60,000 - 20,000
Operating Profit Ratio = x 100 = 13.33 %
3,00,000

FUeT ARG ar favayor 91

saH! 0T fohar R_AAST o W 9@ & &9 & qF # gAY o1 ghr §
| Ig ¢ UF IANFT FFdelt g -Ulec o FAYYH HUeA HFTedl & ATHGIRdT
faReIwor & gAler forr a: 38 39 AH ¥ GHRT ST o4 |

Return on Capital Employed

T
[ |

Profit Margin i.e. X
Operating Profit Ratio (Multiplied by) Capital Turnover

l |
2 + + s
Operating Profit (Divided by) (Divided by) Capital Employed
l | [ |

- Operating Net Fixed + Net Working
NetSales | (Minus) Cost :sse):: (Plus) Capital
l I
l I [ |
Cost of + Office, Administration, Selling Current . Current
Goods Sold | (Plus) and Distribution Expenses Assets (Minus) Liabllities
4.7.5 farefierar s (Activity Radio)
HEAT & 3Uele AL T FAAAYGh T oIeA9e ST § SAer fomar mm § ar
€T, ST VAT T TIRAVUT 37 Ieparat A AT ST ¥ -
1. ¥F=Y Had It (Stock Turnover Ratio)-

T§ eI AT & 3Ed Tk aur o TS el F AW & drg gEaey
JATAT & | IE 3O I & fF fhdel SR TR & fawd gam g | S
AT AT ®9 H 30 o7 g ATdr § Siafh Arar equd Thew # 3fUe
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fafeer, svafod e & $o Ty # 3RF ST g gAfdr § | 3mey
HeITd & AURCT 38 AT 3T $T IHfd T aha Afd | R & g |
mmm - Cost of Goods Sold or Net Sales

Average Stocks
v Opening Stocks + Closing Stocks <
o wie =

2
Average Stocks
Cost of Goods Sold

. &AGR 3mad Ut (Debtors Turnover Ratio)

I T a¥ @Y € 3UN fhr T 3d SERT & S @Feew 99 § | 98
HITd T & & olaR forcett efgr A & gRafda &id & | a1 3
AT AT HT I § | 3 3ad & gemasierdr o 31afr & g2 3reqara
¥ Jolell X T Sl AR |

mmm — Net Credit Sales

AVErages Receivables
Opening Receivables + Closing receivables
Araa g = 208 B

2
Receviables = Gross + Bills Receivables

. &@IgRY &1 39 (a1fa) (Debtors velocity)

IqE IHeIUIcT I8 AT odran § STHH SolaRT & &l &1 agel gl | I§ 3ae
fshar &1 HAAT T AR AT AT § | FATIA: T§ 3 qG Joet] |
feoquft aar & |

372qar A d@agor 31ate (Average Collection Period) =

Average Receivables
Net Credit Sales

. @eER 3rad Iuid (Creditor Turnover Ratio)
g 3eUT 3YUN T T MRS ofelaRl & & e G2 ¢ |
FASR 3Ead 3 = Net Credit Purchases

Average Accounts Payables

ﬁ i . - _ Opening Payables + Closing Payables

2
. 3l gara 3@ (Average Payment Period)

g I % AT Saar § e oeert @ prae fRar wEr & | 3
HATT AT A I AW TG FAGAT Forel § aditeh Mer garaer Tl
I @RMAT § | BH & oo aul & HJdd ¥ TR Jolell X saAT Feraeierdr
S Hehd g |

Average Payble

Stocks Velocity = %365

x No. of Days or month in a year

= NeteredicPurchases X No. of days or months in a year

ST YR TR FFafed 3ad 3HeqUTd, Il GFdfed Tad 3691d, Yg FFdfed
3, Yghied e nfe o A Y S Fd |

3eTeor - fAFAifhd FEamst ¥ itaa dag 3afy g wU -
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4.7.6

Fo f9shr 150000 ¥. (s7ehc fashr 30000 &. Higd) WRIFHH ¢sigR 20000 %.,
fead &AeR 18000 %., IR wrew faux 1000 &., 3ifeasw e faux
2000 ¥. |

Average Collection Period = 12200500000 x 365 = 62.35 f&=T a1 62 &t

- (2000+1OOO)+2(18000+2000) = % | 20500

39R fa%a = (150000 - 30000)= &. 120000
3ETE0T : oot gEetr3it @ 3d $ardeT 3rafer A &
3YR %I 750000 ¥., %T JT9HT 20000 &., =GR 140000 ¥ |

140000 _
73000 365 = 70 fam

Yol ®X9eT U (Capital Structure Ratios)
gt gfeasor squre (Capital gearing ratio) =

Variable Cost bearing Capital or (E.S Capital +Reserves & Surplus)

Average Payable Period =

~ Fixed Cost bearing capital or (P.S Capital + Debentures +Fixed Loans)

e gRace el oEd Yot FRR derd ot @ &A § df 3T Glededor
Fgaldl g | Jg ShigdA qor fufd §, 3T dead W & 38 3uaer afgd |
O+ AHWd Rufad faed gfedaor Fgardl § | SUUR & IReH fae
Gledeur ¥ el A1gd, a1 H KOT N d o &Y ¥ gled W 3=
EiedeoT ST YT = Thd & |

2. T WA 3@ (Debt - Equity Ratios) = [@ & #AgAT IT &7 § |
3. @9l #T A Y& W I3 (Ratio of Reserves to Equity Capital)=

4.7.7

Revenue Reserves
— x 100
Equity capital

go fafraet #1 dewreler gt ¥ g (ratio of total Investment to

Long Term Liabilities)
_ Shareholders Fund + Long Term Liabilities

Long term Liabilities

s RfAFaEt & e sequra (Ratio for Prospective Investors)

¥ T IIA g ey et F farewer & wEEe fd € | A eud
fafeisrent @ 9fd 30 qeas Hqeg, 9fa 371 36, Hed-3101, Fmeer ardre
3nfg Fr g@aw gt X AT [ 7 dJgre giar ¢ |

gfer 3rer 3m¥ (Earing Per Share)

EPS = Profit after T;):);:Esqil:;(::;fei tax their on

TE IqUTd foIder 3T gl SR # HFdell & 3R # Hed 3 & s
g |

gfar 3rer A%¢ 3T (cash Earning Per Share)

Cash profit available on Equity share holders

No.of Equity Shares
gfar arer @memmer (Dividend per Share)
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Dividend Paid to Equity Shareholder

No,of Equity shares
TE T SEIIhl & o HAT A8 & fhed Uia 37 fhcem omer Aer &
SH T e & |

4. qTsTer Wit 39t (Dividend yield Ratio)
Dividend Per Share x 100
Market Price Per Share
g U A & SR Hed & AR W 39A7 A6 W adfds g
& §dreT & |

5. @THTRr Irare Aeurd (Dividend payout Ratio)
Foy st e 109
IqE 36T IdIAT & fh HARY I I FT fohdell HRT JeniAr Hr fGam aw=w
g fehcelr Aepr arm

6. ¥R HeT d AT T AHUd (Price Earing Ratio)
_ Market Price of Equity Share

Earing Per Share
Ig Jegurd fREr off 37T & Hed # HalcdHw AT § | 3HA HET SR Hod
fAuRor & wergar fAerd ¢ |
4.8 ERIA
HedTal & Hed®H doenm (Inter firm Comparison) a 38 ®F ¥ gelelm
(Intra-firm Comparison) & folT @a8® 399T 8T § | 3edReh Jaadeh,
TAfATRET 1S gaRT Soteht 39T N sy g fAdasT e & Ao o
Tohd § | 3o TSt &1 39T 3T g USE & T gHET T SIS gl
€ | IS UHd 3ATd SAET 3UARN AL BT §, fheqg O 3adr & UH @I
faeeivor g fdesr & germdY Tt fod o &@&a € |
4.9 QregTaell

1. Fhw weufeaar 3 grafeaal S Aeada it 8 freg iee @edfea #mer
forar o & S 3fel & e W gEr, aRfEAs @+ osnfe |

2. FAE wEAfeadlt & TEATCAAT S 3RT @ & fheq AR #E T BS Hod
giar § 3 &fa, 9eee, ¢sAT IS |

3. Tffic@ #I¥ 3yar Y& -FAaT (Share holder funds or Net Worth or
Owner Equity)-8HdT +37eqai+ qaifieR 32w qair +30eh I olH.+ Hafrse
g

4. I=aX WA goe (Intra Firm Comparison) Ue & Yfa & e v fFufa

F HUH FH JolAcHS AT fRaT S1r § | 38F Heddld FA YPpiad g
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ST TAT &7AAT A7 Yo arelr T3t & gl & Ed & 33 THE F
weh faflrse 3ger & 3reqardl & Jofer ax sy g Adae e s § |
3ed: A g (inter firm comparison) - 38& 3feddld Tdh FERT 39
I & f39d $o auf & [Affest rgardr $r goer X sy g fAdee
el T TEAT i T va oSy & I F FTERY 9red war § |

4.10

ALY YReT

© ® N o o ks wDdPR

10

11

12.

Y TYRIcHS Tl
HedTal & 3 FasY | 30 fhdel FeR ¥ fo@r a1 gear 87

feramefierar 3eqardl ¥ 319 fohet-foheT 31efardl &1 enfder #yar?

AR 3T @ 3R &1 dleqd & | 38 3e(Uid & uce 1 i@y |
A &THAT AT T 8?2 SHH A i@y |

Yol EfedehoT AT T BIeT &2 FAT FE HOT-HAAT AT & |

HET GA&TOT AT AT BT 82 FIT 38& GFaey H dlg AT FUiRT 82
TSt Ao (Y& 3feldrd T giell &2

YE-HHAT g F 3T FIT FASIA & |

ay #r fShr 6,00,000 & § @ & 40 gfaerd sl 3MUR W § | SoAGRT Hr
TIAGUT ST JaA™ 1.25 A § o 3T SAGRT &T AR Fasy |

(37,500)

.16, aIf¥cd 24000 ., ¥CIH 15000 & AT 3Fe GETOT Hqad 15 § | @Te

3qaTd IR Hiferd |

.are], gFafeddl 80,000 .. ¥iH 26,000 TAUT IFel GU&TOT 3qaid 0.9 § |

TTef 30T &Y 0T Hiferd |

T a3t & el AFATET IO W 9aaT § & AT Hifed |
ay fr g foeh 2,75,000 &

FoT GFfed 3Mad 6 times

fashr 9T g o 4%

(24 wferera)

YIS TR

3eguTd faersuT 1 HAT @y |

2. W # G FFdeaar 1,50,000 F. AT | g ®H o 30,000 F &F dATe] alded

T STt X f&T | 38 STl o RN ], 3He[dTcd 2 : 1 §3iT | 3T &
ggo dlef &Ifdca &hr A Farsy |
(90,000 %)
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are] arff¥icd 40,000 &, AT gaft 4,00,000 €., JUr TARY FFAfeaar
28,80,000 & § | Ao U Ad Hfd, Ig A oy o Srdewre
faferier 77T & |

(3ITe, 3TeqqTe 4:1)

Te], 3 4 : 3 T @aRT Ui 3. 4 § | Ifg @aRa wwafeaar 72,000
®. g ar sl gElt aur ®&ie AJd S |

(32,000 ¥ T 56,000 %)

TER A Ha Ad FIGY AT 1 a¥ = 360 oA, T e uRTFeE
10,000 ¥., HfedHd 25,000 ¥.

oelgR- URfFHE 80,000 &., 3ifead 1,25,000 &, %I- 8,00,000 ¥., o
¥ 10 wfaRrd e IR 9T § |

(60 f&=1)

6. HeT-3old T FAT Bl §?2 SHH! VAT fhd ThR Hr ST 872
7. fOFT gt @ g Afated gelt W Seard & aurer i -

ay 1 g fshr 2,75,000 &., Fol F4fcd 3G 5 AT

ICETICTY A A 4%

oTe], &Tea 15,000 &.
6 gfaera drederreiled HoT 20,000 &,
(30.5%)

AertTcHs e

1. 3Tl & SANT & HAG ol Sl dlell AIaUTi=iar HASTSY |
2. gUleT I¢ H [AEAR & THSI |
3. 3MqUrd & 3 §dld §U Ui [aNor & 3287 HHAsSY |
4. @ faffes #7 31 AR, 2009 & A G gu Fufd faazor & o S
(i) =g 39, (i) caRa 3rqara, (i) HOT-@AAT 3f9rd, (iv) EEMACE
e,
(v) el 3eqard, (Vi) 4ol Gfedeor A |
Liabilities Rs. Assets Rs.
Equity Share Capital 8,00,000 | Fixed Assets (Net) 22,00,000
6% Pref . Share Capital 2,00,000 | Stocks 8,00,000
Reserve & Surplus 5,00,000 | Debtors 3,00,000
5% Debentures 10,00,000 | Cash at bank 2,00,000
Term Loan 5,00,000
Creditors 3,00,000
Bills Payable 2,00,000
35,00,000 35,00,000
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I (i) 2.6:1; (i) 1:1; (i) 1.33:1, (iv) 0.43:1; (v) 0.57:1, and (vi) 0.76:1
5. ey fAfAes &1 31 A, 2008 &I GACT §U 9¥ T MUK UL I @rdr

AT R &

Particulars Rs. Particulars Rs .
To Opening Stock 2,40,000 | By Sale 16,00,000
To Purchases 10,08,000 | By Closing Stock 3,10,000
To Carriage Inwards 6,000
To Wages 16,000
To Gross Profit c/d 6,40,000

19,10,000 19,10,000
To Administration Expenses 3,20,000 | By Gross Profit b/d 6,40,000
To Finance Charges 22,400 | By Income from Non-
To Selling & Distribution Exp. 51,200 | Trade Investments 13,440
To Loss on Sale of Investments 1,600 | By Profit on Sale of Land 2,560
To Provision for Legal Suit 4,800
To Provision for Tax 1,00,000
To Net Profit c/d 1,56,000

6,56,000 6,56,000

aorenr AT - (i) IR 3T, (i) IR oeT 3, (ji) e

HET I (iv) g T Hedd, (V) IR S 3791d,
3eav (i) 83.2 % (ii) 16.8% (iii) 1.85 times (iv) 9.75% (v) 23.2%
6. TFH, a5, o3 @S 1 31 AR, 2009 FT G T TR § -

Liabilities Rs. ‘000 Assets Rs.’000
Creditors 600 | Cash 500
Bills Payable 1,000 | Non -Trade Investment
Outstanding Expenses 100 | (10% Govt. Securities) 1,500
Provision for Taxation 1,300 | Sundry Debtors 2,000
Total Current Liabilities 3,000 | Stocks 3,000
10% Mortgage Debentures 7,000 Total Current Assets 7,000
10 % Preference Shares 1,000 | Fixed Assets 18,000
Equity Shares 5,000 | Less: Provision
Reserve 4,000 | for Depreciation 5,000 13,000
20,000 20,000
@GifaRea ga=m) - Rs. '000
(@) Ug faehr 30,000
(b) S T AT &I R 25,800
(C) I g H Yg 3 2,000
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d) H & e H; Y I
et 3tequrat @ o AT |
(i) =g e, (i) FOT-FAGT HqAd, (i) FTACT A, (iv) TRerar
3eqErd, (v) Hehel RIS GEll W 9@ (X 99910 3 W), (vi) FHAT
JTRAT & Y W I (ST 10 gfaerd)

3eav (1) 2.3:11 (2) 1.3:1 (3) 5.1 (4) 1.3:1 (5 5 gfaead (6) 9.89

1,000

gfaera

v fafAes &1 o g @rar a Rgr FH ar gar &
Profit and Loss Account of A Ltd .
for the year ended 31st March, 2009

Rs. Rs.
To Opening Stock 90,000 | By Sale 9,00,000
To Purchases 5,60,000 | By Closing Stock 90,000
To Wages 2,14,000
To Gross Profit c/d 1,26,000
9,90,000 9,90,000
To Salaries 16,000 | By Gross Profit 1,26,000
To Electricity 10,000
To Misc. Expenses 10,000
To Depreciation 30,000
To Net Profit 60,000
1,26,000 1,26,000
Balance Sheet as on 31st March, 2009
Balance Sheet of A Ltd. As on 31 St March, 2009
Liabilities Rs. Assets Rs. ‘000
Equity Share Capital 1,80,000 Fixed Assets 5,40,000
Reserve and Surplus 1,20,000 Less : Depreciation 1,50,000 | 3,90,000
Secured loans 2,10,000 90,000
Creditors 90,000 1,05,000
15,000
6,00,000 6,00,000

fAFfaf@d Agccaqw! #rif g FHAEIAAT 3T A WS arer 3fErdl @
T HIIT v el gEgar vd sASAN W FAager HiG ¢ (1) SRerdr
3eqUTd, (2) MY &THAT 3TeIUTd, (3) SMHGTIRAT S 3Heqdrd |

et (T HAUIT 2.33:1,RedT Haicdl.33:1 FOT FHAT AT 1:1 AvereT
&HAT AAIT5:1, FH @ HAIT 14 % Yg BT 9T 6.67F Y&
fafaifare geit v 9earr11.76%)
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4.115cy T

R.N. Anthony - Management Accountancy.

2. Khan & Jain - Management Accountancy.
3. Charles T. Horngreen - Accounting for Managerial Control.
4. Man Mohan & Goyal - Management Accountancy & Principles .
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ghls -5: Tacdid 3fedral 1 HEdT ¥ faeda faexor
foraToT
(Preparation of financial Statement through
Financial Ratio)

FHIS 1 TRET -

50 37

51 TEATAT

5.2 3frdl & FRIAT & AT ARAT Y 07T
53 Taffest aomem AT 1 g 39T

5.4  3{eUral s WA ¥ 3ifeasd @it #r fHHor

5.5  glecrdelr
56 T&EWE W
5.7 Heedl Ty
5.0 32297

U SHIG & FFYUT IEITS & o1 39 37 AT gl Fehdl o -
o 3fUTdl I HEFAT ¥ AT TRAT AT N Fh |
o 3EIOTAl T HEIAT § W1 BIfel WA &1 [AATIT AT ST T |
o 3foardl T HerIdr & g AT FEA AF TF
o JMUTATHT &I WA Follel & [Aeet FAEHNIOT T FATAT ITANT STl Feh |

5.1 WEATdAT

faaT ey 7 3T TARWWOT T AT Y §HA UE Slel b 3reqard fordl
JhR T AT o ST § T Soiehl &7 39AAr § | I8 Tah fadeard faaror
& faeavor g fAdesr 1 9HqE dehels gl

H WU H gH ey 3aral @ iy avor fFa ger IR & s
Fhd § IE STl I YA HLT | H g Ugdl Hequrdl N GgrIdr & 3rad
fRrt & aorer @ |

5.2 3UTdl & HEAT & 3 AR/AAT hr 70T

At F facdT RAROT sid & qF §H g ST a3+ § & 3eod

Heg FI3T § R 9HR HAIT AG AT W Thd ¢ Fdieh Jgl FAT AG

g o faaor sa= A deraes gielr | fpely off 3o & 15 e g

AT & aF T &Y AT F AT A AT IR A & | W UPR ar
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(31)

()

(#)

(31)

()

(#)

3T AfAAT g v & 3equrel & FAN A &Y FHAOT A AT FW TP @
YT gEdl ARAT T 3T Y I T2l 7 39T X Ad IR T ¢ | A
o a1 3erEol & s Tuse T T -
3¢rgor (lllustration) 1:
] IO 3:1 § TUT el 36d 1:5:1 § | F&hetr 90,000 & § d <o
aTdca foraer &2
vy fo. $r gg o 2,00,000 & ¢ | I Thetr 3T 4 I &Y A A§ F
Hed H Thow A AR A1d FO I ¥ & IRFH A Jolm H a¥ & IHed &l
Thetl 1.5 TFT &
T o & @] af¥icd 2,00,000 & § dUT Reldl I@d 311 § | Tl
50,000 ¥. & d dre[ §Fafadl T aTe] HqaTd AT HI |
g
Inventory = Current Assets - Liquid Assets

3-15 =15
Thet], 15 § YT 3T ART 90,000 &. § IHd: AT gifded

90,000
TR 1 = Rs.60.000
. Net Sales
Opening Stocks + Closing Stocks /2

AT & IRFAS T x &
2,00,000

X+1.5x/2
2x+3x=Rs.2,00,000

5X = 2,00,000

X = Rs. 40000=(YRFAF Fhed)
37 3fedd T = 40000 X 1.5 = Rs . 60,000
Acid Test Ratio

Inventory Turnover =

Liquid Assets _ _ Liquid Assets

Current Liabilities 2,00,000

Liquid Assets (LA) = Rs. 6,00,000
Current Assets = Liquid Assets + Inventoty

6,00,000+ 50,000 = Rs. 6,50,000
Current Assets (CA) _ 6,50,000
Current Liabilities - 2,00,000

Current Ratio = = 3.25:1

3¢rgor (lllustration) 2:

oz for. &1 3Rt Hr @Far 6,00,000 & & | For GFafeqar ierenir
THAAT HT 60 UfaRIT & S9fh TFfed 3ad 4 § | I FFdel T Theyr 3ad
12 § a ey A1d U |

gel:. Total Assets = 60% of 6,00,000 = Rs. 3, 60,000

99



(31)

Sales Sales

Assets Turnover =——— I 4 =———— IT 4 = Sales 4X 3,
Total Assets 3,60,000

60,000 =Rs. 14,40,000
Sales a1 12 14,40,000
Inventory Inventory

14,40,000
AT = Inventory = T

Stocks Turnover =

Rs. 1,20,000

3ergor (lllustration) 3:

arg for. &1 Tie 3,60,000 &, AR 2,30,000 &. JUT The¥l AET 6 ¢ |
ol TdhT T Tl &1 Tehel oI 31T 10% § AT Fol foshT &1 ‘Jolell 7
3T 3YR foshr 40 wfderd & | degel 7 3ikaa ageh 3rafd 360 e &r aw
AT U AT il

[

Inventory Turnover = Cost of Goods Sold I7 6 = Cost of Goods Sold
Inventory 3,60,000

IJr Cost of Goods Sold = 3,60,000 x 6 = Rs. 21,60,000

Add: Profit % x 21,60,000 Rs. 2,40,000

Sales = Rs. 24,00,000

Credit Sales : 20% of Rs . 24,00,000 = Rs. 4,80,000

Total Receivable

Average Collection period = ————————— x 360
Net Credit Sales

= 239099 'y 360 = 172.5 days or 173 days

4,80,000

3ergor (lllustration) 4:

T GEIT 1 SRR Yol 2,40,000 & JUT 3G dTe] 3T 2.5, aerdm
AT 1.5 JUr TfAE 3eEd 0.75 § | o ffaws 30000 ® &
ST ®OT 9 $REA Feafeadl 767 § | 99 g 30 90000 & AT
GledeoT 3qUTd (HHTT 3R1/ATUATT 3721) 2 § |

IRIFT AT & AT I -

(1) I TR gFafeadr (2) TR FIV (3) AOAT T FAAT Yot (4) TTe
gFEafeadl g ure] e |

T

AT 6 e affica X Jur are] §Fdfaar 2.5X § af el qef=2.5X-
X=1.5X

3d: 1.5 X = Rs. 2,40,000 X= Rs. 160000 (Current Liabilities)

3d: Current Assets 1,60,000 x 2.5 =Rs. 40,00,000

Proprietary Fund
Total Assets (F.A.+C.A)

Proprietary Fund = 75 F.A + 75X Rs.4,00,000
= .75 F.A + Rs. 3,00,000

Proprietary Ratio =

100



i QrresT alfdicd ofef @ 37d: TMAcT HIV=F¥rly FFafadr + FRRfa G
F.A. + 2,40,000 = .75 F.A + Rs . 3,00,000
.25 F.A = 3, 00,000-2,40,000
25 EA = Rs.60,000
.25
Fixed Assets = Rs, 2,40,000
Proprietary Fund = .7.5 X 240000 +300000 = Rs.480000

Preference & Equity Capital = Proprietary Fund - Reserve &

Surplus
= 4,80,000 - 90,000 = Rs . 3,90,000
AT & FHAT ol X &

Gearing Ratio =
S S
T (3,90,000-X)

or 7,80,000-2X-X
or 7,80000= 3X or X Rs. 2,60,000 (E.S.Capital)
Preference Share Capital = (Rs. 3,90,000-2,60,000) Rs. 1,30,000

3¢rgYor (lllustration) 5 :

E.S Capital
P.S Capital + L.T .Loans

fSifohd 3Ths T FFUa &, § - Rs.
AT 37T 92
g @A A &1 whe 52,000
Jraa darger Efer (et #) 77
=P 2,12,000
fSshra aATer i amTa/fAfET At F 1 e 12.20
YE 3T I 3Hd are] FFafeddl W 3rgard 9.80%
qe T 9,00,000
Fol Tl FFafead 4,25,000
FIfieT gl 3mad 4.50
3WIFd T A FIfG

(a) FrIRfer i 3regara

(b) For aer FFUTT

(C) a§ & 3= #F wreat F AT

(d) 3raa are gFafa 3mad

gol

Current Assets

(a) Working Capital Ratio (or Current Ratio) =
Net Sales

Working Capital Turnover = ————— — = 4.50
Working Capital

Current Liabilities
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Rs.9,00,0000
4.50

Working Capital = Current Assets - Current Liabilities

Hence , Working Capital = = Rs. 2,00,000

Current Liabilities = Current Assets - Working Capital

or Current Liabilites = Rs. 4, 25,000 -Rs. 2, 00,000 = Rs.

25,000
Working Capital Ratio =

(b) Total Quick Assets :

. . Quick Assets ick Assets
Acid Test Ratio or —— = .92 or Quick Assets =0.92
Quick Liabilities Rs.2,25,000

(assuming Quick liabilities to be equal to current liabilities)
Hence Quick Assets = Rs. 2, 25,000 X 92 = Rs. 2, 07,000
(c) Accounts Receivables at the end of the year :

Rs.4,25,000
Rs.2,25,000

= 1.89:1

Average Number of Day’s Sales Uncollected

Accounts Receivable Accounts Receivable
360

= X 360 = 77 or 77 =

Net Sales 9,00,000
. 77X 9,00,000
or Accounts Receivable = T Rs 1,92 ,500

(d) Turnover of Average Total Current Assets :
Finished Goods Turnover or S2tofGoedsSold 45 54

Average Inventory

Cost of Goods Sold
or = = 12.20
RS .52,000

Hence, Cost of Goods Sold = 52,000X 12.20 = RS. 6,34,400
Net Income = Net Sale -(Cost of Goods Sold + Expenses)
Net Income = 9,00,000 - (6,34,000 + 2,12,000)

Rs. 53,600

Ratio of Net Income to Average Total Current Assets or
Net Income 53,600 9.8

= 9.80% or = —

Average Total Current Average Total Current Assets 100

53,600 X100
Hence , Average Total Current Assets = Y

Now , Turnover of Average Total Current Assets

Sales 9,00,000
= = = 1.83
Average Total Current Assets 5,46,940

Net Income

= Rs. 5,46,940

5.3

faf@esT 0TI FAT T IATET ITTET

ot el a3l # $© W T o A98T 3HHs S F© AT FIAe
oI5 & St § ol R & 3R A A e & SWIed SFUR g AT-gliet
Trar g Rufy Jfarer (@) it IR &= Ta § | W o gAg oo
A # Y GaRT 96 I TS 6T T Jefehl SUTEAT &l AT a2 &
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| ST IUTART I A TAT [AFAllhd THBION T 3T JHTET 3YANT F
e

(1) aFcl omH = AHT - Tshra AT Fr omerd

(2) feshia ATer 1 @RTd = fAHT - Hohel oTH

(3) Taw = foshra AT & SeTd + Hehel oA

(4) TR AT T ST = IRIPHE Tl + FT + Tt T - Afead wels

(5) uRaTed omH = Hhel oH - IRATAA T

(6) URETelT g =yemalas T + 9% T fadwer <@g

(7) 9RETelT oI = fashlcd AT Y deTd +9ReTelel <3

(8) Tawmu= uRareld aeTa+ IRTelT &8

(9) IRETelT oI = fasha - qRETele aTeT

dAle: FATT: AT Al & WAl H FIAT & AAG H Ig AT ol g & R
g &3 Td IR gRErere 3T &8 § |

(10) =arsl @ & & q@ 3T (EBIT) = aR=reed ome + 3 aRErele o - 3R
el <

(11) =X ¥ 9§ 3T (EBT) = A7 @ & A 99 IT-a

(12) X 9 = 3T & H & g4 31T (EBT)-+ (T)

(13) sUST d W ¥ 99 AT = IR & RIAIT 3T + TSl + F

(14) 3erenRAT g 3UcY WM = F T AT W Yd oH- (AT + H +
JaTflhR 31T ITHTRT) (372dT) = & URATd HI-YaITUehR 37Qr arsier

(15) RIS 46 = wrl grafaar = sl g6

(16) e wFafal = rpRler qelt - @re], aflica

(17) aref FFITAT = ¥l F HRRMNS ol + IS T d8F A
A AT FHal & Y& H AT I & AT H qdacd &I 81 o, I
AT ST § |

(18) TRe wFafaarl - AT FFfeddm - Tl

(19) RfFAST qoi=gg FHAT+ JEFelT adca or RfFANT &= dddr
Qe+ aaifaeR gElt + U 318 +EEaele alfded

5.4 39Idl @ WAl ¥ iedd @rdl &1 AT

feFaifehed 3eTERull @ 3eqErdl 1 Fergar & facchy fqewor fAAor dar S
T &

3crgYor (lllistration) 6 :

farT g & Roa T a-
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Liabilities Rs. Assets Rs.
Equity Capital 6,00,000 | Fixed Assets
Retained Earning 6,00,000 | Inventories
Creditors | e Debtors |
Cash

gt fArifeRa sfaRed gaane & a§ § -
() (P FOT g HAS F7 2/3 § (i) T Feafd 3Mad (Fasha w) 1.8(iii) 30
T & R T o SR § I(iv) Ty 3mad ([Sshia Aer &I omeld W) 5
I (v) foshia At 7 @t 18,00,000  , AT (Vi) dRerdm Heqard 1:1 (vii)
ay # 360 fea #fr

gl !
Balance Sheet

Liabilities Rs. | Assets Rs.
Equity Capital 6,00,000 | Fixed Assets 8,40,000
Retained Earning 6,00,000 | Inventories 3,60,000
Creditors 8,00,000 | Debtors 3,00,000
Cash 5,00,000
20,00,000 20,00,000

Frefier fecqforr

(i) Total Debt = 2/3 of Net worth or n Rs. 12,00,000 X 2/3 = Rs .

8,00,000

(if) Total Assets = Net Worth + Total Debts
or = 12,00,000 + Rs. 8,00,000 = Rs. 20,00,000

(iii) Inventory Turnover =

or Inventory =

(iv) Assets Turnover =

Inventory
18,00,000

Sales
Total Assets

Cost of Goods Sold

=5 or

_ Sales
2,00,000

18,00,000

Inventory B

= Rs. 3, 60,000
r 1.8

or Sales = 20,00,000 X 1.8 = Rs. 36.00,000

Average Details Sales= 36,00,000 +360=Rs. 10,000

Debtors = 30X Rs. 10000 = Rs. 3,00,000
E.S Capital+Retained Earning+Creditors= Rs. 20,00,000

or 6,00,000 + 6,00,000 + Creditors = Rs. 20,00,000

or
(v) Acid Test Ratio =

or Cash + Debtors = Rs

Creditors = Rs . 8,00,000

Cash + Debtors

Current Liabilities

. 8,00,000
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or Cash = Rs. 8,00,000 - RS. 3,00,000 = Rs. 5,00,000
(vi) Cash Debtors and Inventory are Rs, 11,60,000 Hence , Remaining
item fixed Assets i. e. 20,00,0000 Rs. 11,60,000= Rs. 8,40,000

3grgYor (lllustration) 7

Th HF9 & 31 AN, 2009 & T ¥ ¥ 7 U Feafaf@da §

FFIeA T TeT TAR-
Rs.
RECUR 1.0
qre], GFqfeddm 2.5
ATeldl 3T 1.5
Thetl 3T 3109 (TSI AT T AT W) 6
TR gHEufa 3mad (AT W) 2
el o X (AFT W) 20%
3ad Hagor afe 2 months
Fraefer f{\Gﬁ Rs. 3,00,000
AT q;sﬁ Rs. 5,00,000
g T IR Rs. 2,50,000
gol :
Balance Sheet as at 31st March , 2009
Liabilities Rs. | Assets Rs.
Share Capital 5,00,000 | Fixes Asset 7,50,000
Reserve and Surplus 2,50,000 | Current Assets :
Long -Term Debt 3,00,000 | Stock 2,00,000
(Balancing Figure) Debtors 2,50,000
Current Liabilities 2,00,000 | Cash / Bank 50,000 5,00,000
12,50,000 12,50,000

Frefler oo ¢

(A) Calculation of Current Assets
AT & e aR¥ica X . &-

and Current Liabilities :

Working Capital = Current Assets and Current Liabilities :
Or Rs. 3,00,000 = 2.5-1x

Or 1.5 x = Rs. 3,00,000

R Rs.3,00,000
X(Current liabilities) = T = Rs . 2,00,000

Current Assets = Rs. 2,00,000 x 2.5 = Rs. 5,00,000
Or = Working Capital + Current Liabilities
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=Rs. 3,00,000 + Rs. 2,00,000 = Rs. 5,00,000
(B) Calculation of Stocks

Current Assets — Stocks

Liquid Ratio = ——
Current liabilities

o 15 Rs.5,00,000 - Stocks
fr — =
1 Rs.2,00,000

Or Rs. 2,00,000 x 1.5 = Rs. 5,00,000-Stocks
Or Rs. 5,00,000 - Rs . 3,00,000 =Rs. 2,00,000

(C) Calculation of Fixed Assets :

agel ToshT &1 IM0TAAT TR 3TacT 3f0aTd & T Srel-
Cost of Goods Sold

Stocks

Stocks Turnover Ratio =

6 Cost of Goods Sold
Or=-=—""—m
1 2,00,000

Cost of Good Sold = 2,00,000 x 6 = Rs. 12,00,000
Add : Gross Profit (20/80) = Rs. 3,00,000
Sales = Rs. 15,00,000

. Sales
Fixed Assets Turnover =

2 15,00,000

1 Fixed Assets
15,00,000

Fixed Assets

Or =

Or Fixed Assets = = Rs. 7,50,000

3¢rgor (lllustration) 8
AT R I 3rqural -ud faRed g@er & A W &1 GOR td gt

aur Rgr d=rsd-

1. Hhel T Hedd = 25% 2. g M eqard 20%

3. fasa/Fhetr 3egura=10 4. g A/YET 1/4

5. 9olt / $ef arided = 1/2 6. TR FFafeaat/gaN=5/4

7. TR gFafeadi/ge ame] @R fcadi=5/7 8. TUmRY @Ffeadr : Rs. 10,00,000

9. Hfedd Fheel : Rs. 1,00,000

gl !

Trading and Profit & Loss Account of Shri Ramesh
Particulars Rs. | Particulars Rs.
To Cost of Sale 7,50,000 | By Sales 10,00,000
(balancing figure)
To Gross Profit (25% on Sales) c/d 2,50,000
10,00,000 10,00,000

To Expenses 50,000 | By Goss Profit b/d 2,50,000
(balancing figure)
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To Net Profit (20% on Sales) 2,00,000
2,50,000 2,50,000
Balance Sheet
Liabilities Rs. | Assets Rs.
Capital: Fixed Assets 10,00,000
(Balancing figure) 6,00,000 Current Assets :
Add: Net Profit 2,00,000 8,00,000 | Stocks 1,00,000
Total Liabilities 16,00,000 | Current Assets 13,00,000 14,00,000
24,00,000 24,00,000
sreler fecafor :
1. Sales / Inventory Ratio = Sales, =10
Inventories

Sales = 1,00,000 x10= Rs. 10,00,000

2. Gross Profit = 25% of Rs. 10,00,000 = Rs.2,50,000
Net Profit

3. Net Profit/Sales =

Sales

Net Profit = 20%x 10,00,000 = Rs, 2,00,000

= 20%

4. Fixed Assets / Total Current Assets = ;
Total Current Assets = 10,00,000 X g

Less: Closing Stock

Other Current Assets

5
5. Fixed Assets / Capital = 2

4
Or Capital = 10,00,000 X g = Rs. 8,00,000

6. Capital / Total Liabilities =
Total Liabilities = 8,00,000

><l\.)|l—‘

Rs.
14,00,000
1,00,000

13,00,000

% = Rs . 16,00,000

5.5 <QIscIdell

. Net Worth (yg ##d) = Capital Employed - Long Term Loans
2. Capital Employed (@f@affada q@) = Equity Share Capital +
Preference Share Capital +Retained earning + Long Term Loans
3. Equity Shareholder Fund =

Surplus

Equity Share Capital + Reserve &

4. Working Capital = Current Assets - Current Liabilities

5.6 TIYY YW

AYeRICHE TR
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B &I ATl FFdfeadr 1,50,000 & o | a9 B 230,000 ¥. & dTe] &ided
@I, oTehe YA H f&AT | 3 I & URHIT o 3Heldred 2:1 G |
$ITATT § Ugel =Te, &Tfdcd hr IR A |

(3eaX : 90,000 %)

are] &f¥icd 40,000 ¥, fafAafaa gaft 4,00,000 &, dur TR gFafaat
2,80,000 & § | A U A HfGA, I§ AW Nfod & Srereprelet
faferier 77T & |

(3caX : Current Ratio 4:1)

qre] 3 4 3 JA @Rd Iqad 3 ¢ 4 ¥ | IR @R @wdfeaar
72,000%. gF dr &RRfie 4ot aur weid ad HT |

(3caX : 32,000 ¥ , 56,000 ¥ Respectively)

gAGR TIRUT Ay AT A, afg 1 a¥= 365 o

ol fasha 96,000 &., 791g fasha 9,000 &.

fasa argEr 7,000 ¥., 9rog fauT 6,000 &,

fafay ¢aier (3,000 &. TSI & 9dTd)

(3’ : 73 =)

ATCRT T AT AT AT w0, AT 1 a¥ = 365 A

URfFA® Tid 1,97,000 &., 3ifeaad e 5,000 & 3w §

fa%a (at 20% Profit on Sales) 16,36,250 ¥.,

URT#A® dledgR 88,000 ¥.. 3ifedd d+lgR 2,00,000 .

(3ea¥ : 40 &)

fArifra g@amst @ g fAE

(1) aref, afiea (2) TTel, FFAfAAT (3) el FFEAfAr (4) Fh

T AT = 1.5:1

e U = 1.2:1

Faefier it = 30,000 %.

(3eaX : (1) 60,000 & (2) 90,000 & (3) 72,000 & (4) 18.000 %)
ATERT & AT Fr 3af A A (1 a¥ = 365 =)

URTEHH Tl ¥. 1,97,500
fasrar (7ishe foshr 5,00,000 &. MRS HA §Y ¥.16,00,000
Hehol W8T & oleTd 0T 20%
Jfeds T T UREHS Teih W 3T ¥. 5,000
T foa ¥.41,000
AeTER ¥. 2,00,000
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10

11

(3ca¥ : 66 &)

HACT 3RIUTRAT & HINT W JIT Hr T AT IS 9%
SIS g FX { qd a¥ & o 3,60,000
AT 37T IAF 10 T 12,00,000
10 gfaerd HfOATT 3720 YA 100 ¥. drel 5,00,000
T G IMEFT (T gifed @I Ffeel) 4,00,000
6 gfderd ®oT 93 2,00,000
FT FI T 35 YfAerd (SIST & TR TH W), T omsamer o 11%
X

(3ca} : 10.67 wfaRrd)
RO-GAT 36T, () $o ardcdl W, AT (i) EErele ai¥icai’ AT
HOY :

JHAT 3T gl Td+ 100 &. 20,00,000
8 wfaera 3fRAE 3ier yd% 100 & 5,00,000
AT T9g 1,00,000
ROT OF N Y 2,50,000
ama-gifa @rar (hfee) 1,50,000
6 Sfderd %or 9 4,00,000
d% FHOT (ErerpTelsT 2/3 3reuereile 1/3) 3,00,000
eR (¥ fa97 10,000 ¥. eMfAe X §9) 45,000
3ecd g 5,000

(3ea’ : (i) 0.25 : 1. (i) 0.2 : 1)
et Faamsit & 31 AT 2009 H ARG Rgr s ¢ F.

el goh 1,20,000
T g ey 80,000
d srfafasy 20,000
TR gFafed/EarfAca FIY 0.75
GGG eI 2.5
AT 3eIUTd (Rl GTidcd 9T 3TUTR) 15

(3ea’ : AT &1 AT 5,60,000 w.)

(Hint : ¥ ¥. 1,10,000) &.

fFT Faamsit & 31 A, 2009 F IR RgT T3,

TTis afariierdar (Velocity)6

TR FFafed 3TaeT 3eqard 4
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Qo 3T 3edTd 2

Hhel ol 20%
3ad @Igor afy 2 Months
ACR AT 3t 73 days
el oA 60,000%.

e e fasa o 3meiRa § |

3fedd Teheh, WI. Td & 5,000 & 370F § |
(3cax : R F71 Fr 1,99,000 ®)
(Hint :3#0 &R F&afaar & 21,500)
12 3 GIe3 & HfAhdH FIAC A U F@MfAca HIW 1 fFRO-IT TR

HifoT :

ErEiTeleT &1fdca g HHF Fwafaar a8 § |

aTe], 3rgaTd 2.5
AT 3eqard 1.5
AT AcT 3T (IR FFafagi/Eariaca Hiv) 0.75
Nl Rs. 60,000
EIBICED ) Rs. 10,000
U g 3 Rs. 40,000

(3ca} : F@IfAeT FW 2,40,000 &. ¥R FFufaar 1,80,000 )
13 T A g gurdl & 3R W ArAfaf@d arffe Favor o @ Ao -
Profit and Loss Account for the year ended 30th June , 2009

Rs. Rs.
To Cost of Goods Sold 6,00,000 | By Sale 20,00,000
To Opening Expenses
To Earning Before

Interest and Tax

To Debentures Interest 10,000
To Income Tax - | By Earnings Before

To Net Profit - | Interest and Tax

Balance Sheet as at June, 2009

Rs. Rs.
Net Worth : Fixed Assets 20,00,000
Share Capital - | Current Assets :
Reserve and Surplus - Cash
10% Debentures - Stocks
Sundry Creditors 60,000 Debtors 35,000
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(i) g oy 1 fasha W 3t 5%

(ii) =TeL 3regarTer 1.5%
(iii) Y FHAT W AT 20%
(iv) Thetr 3Tad 15 times
(v) (fSshia AT &1 deTd W)

(vi) 3121 9T / EO 4:1
(Vi) 3 &T 50%

(37av : Operating Expenses Rs. 11,90,000 Earning Before Interest
and Tax Rs. 2,10,000;Income Tax Rs. 1,00,000; Net Profit Rs,
1,00,000 Share Capital Rs. 4,00,000 ; Reserves and Surplus Rs,
1,00,000; Debentures Rs, 1,00,000; Fixed Assets Rs. 5,70,000;
Cash Rs. 15,000 ; Stocks Rs . 40,000)

5.7 Hegd T
1. S.N. Maheshwari - Management Accounting .
2. K.G.Gupta - Management Accounting
3. N.M. Khandelwal - Management Accounting
4. Ravi M. Kishore - Advanced Management Accounting
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3PS 6 : PN - Yag [GaoT - Teh IRTT

(Funds Flow Statement - An Introduction)

FHIS T TRAT -
6.0 3=
6.1 JEATIAT
6.2 dunfae fEafa
6.3  HIY FH AT
6.4  FIY YaIg H AT
6.5 HIY yarg faaor @ HY
6.6 IV yarg faavor & faRIvant
6.7 g & At &1 TUSe AFToT
6.8 HIY Yarg fAaRor & 9T I1 3T
6.9 Y Yaig fFavor i @AY
6.10 Y yag famwor va g 7 3R
6.11 Y Yarg fAaoT T 31T fqaR0T H ek
6.12 SIY & AT TT FAET
6.12.1 FINT & ERT
6.12.2 PINT & 9T
6.13 IR
6.14 ersgrdelr
6.15 TEOWRE R
6.16 TegH T

6.0 32T

3H 3PS & ICIIT & 91 1T AT Fehal fF -
(] mw%‘?
o FIY & 3T AT Fhar |
o FIY YATE FI 3 A Fohor |
e FY yalg AT fheder T 3UAN §, JgdreT Toher |
e PV yarg faavor &I AT ST Fohal |
e FY yarg [T 7 T F 3R I TFhar |
o FY yarg FaUT T 3T [FIRUT & 3=k FHST THhaT |
e FIY Hidl &l Ugdlel Tehal |
e P & YT & AT SATeT Thal |
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6.1

YEATIAT

frgr qur omergriel Wrar fohdl sgaErr & ar IR facdia feror gl &
Y Iy, ¥ [AGROT TWOAA, JaUar td [ & v 39 cgaa
TFa- Agccaqul FIATC Y&lT aXd & | el U 3R o - gifed @rar &
ffad 3@f® # gu 3l W 3T & NS () U1 T W I &
afaeT (gifer) 1 3R &I ARG FaT g, T g@d IRMeEr th
fafyr W cgaar & afdcdl, ot va weufcadl &1 ¥ase R0 adr 81 fheg
T el facchg faeRor §eT & gaey & AU & 3raede Il Y e
H med 1T § | Ife TEar &7 32T T AT & fF Uk Wi afy 7
frder 1Y 3uceyr gU 3R foed 3221 & T 31 ISt &1 3udrer frar arr ar
¥ faROT 38 32T I YchaT Yd Al A & | fheg el e & fav
BN FI 3TATAT UG 3efoh 3UANT o IR H SAABRT Iod AT AT Aa2TH
g 1 3 REr @ ameE @ & 3fARed & 3R [ARe sww $ir
TETHAT & S AW & e a v 379 [ 39307 fir TEery &
Tk | wAr AaROT FIY yarg AaReT wgedr & | 36 HeAfai@d A & e
YHRT STl §-

e 'HINT & FUAT 3R IYIRT T fFaRor

o Tl ¥ 3T, HET IAT fFROT

o 'faccy Rufa & 9Rad=s & [avor

o FrE T /AT I T[N/ AT Fr fFaRor

o 'HIY fIaROT

6.2

defeleh TEufa

IANFA 3-EIeYe 3 TRfwIss dfeds THBecd (AICPA) & oldiche
fAgle=d ASeT (Accounting Principles Board) & &elg-19 (Opinion No.
19) # 38 3INMURAT fdccig f9aor §d@ | 8 AR ' 'Ueh AEdIdS
e Fr e va afaaer st aur e i & oy Rufa aeer
oo facdr el & Iuadieedisl, [dve Fafddl td oert & fov
e AU gg RIS ¢ | o9 faedra Fufd aur aR=mes aRomAr
SR & T faccdar faawor gegd fear o a9 34 3af™ oas faw 3w
faaor g¥gd foram Srdr &, e 3muRed e {awer & & 7 Reda fRafa
#A gRadar & R § F T Qawer off Sy fFar ser ke | 5@ yER
TgFd T AR # i Rufa & aiads & fIwor & iy [Javoi
& Teh AT & T # TR HAad § | fheqg AR 7 AES o@marer $H qer
(ICAl) & o Rufa # aRads &1 FRRfa G & 3R ) faaor IR
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e Td G el & AT ol@iened ATh-3 Y fhar a1 St fob 3reRiATCHS
qT JUT O A a9 of foldr I § 9T A9 39 T W A 1997 &
AW HATR-3 (FANRT) S fFar § | 3HH IR Ak g Vs JoF
TFfeaar § | $H 1 39d, 2001 § & facdw faavoi & @y yene
AT & | ISt A FrRlier gt IaurRem S quta: caer o g

6.3

PIY ST 3TAT

FIY-yaE fAaoT # gFd 'RV Asq H gAT fAffet raf F A Smar §
eI H FH Aeq H 7Y THE o1 aTel & Gl 3 IMTIHABT F HFAR
st & STTar € | 3197 EfIa 31 F g 3mT A%s (Cash) & fo=m Srar
g | W FV-ROT A Aehs-varg [AaRoT Fed § | 37T Jhs-vare fFaRor 7
FIY 3R Ah3 Th g & qAIar gl § |

9 'HAT ;R A H IR 'Y FA & (Net Working Capital)
T AarT § | Y s T Tg Y & 310 yafad & I Fiv-yag [aor &
SHHT JANT 3 T A § Frar arar € | s ¥ fgae 3§ e &
fordr ‘srelier o &1 faeivor arergrer &1 g e aF Had A € | o
i ¥#afcadl (Total Current Assets) 3R Fo de af¥al (Total
Current Liabilities) &7 3=’ g Faele Yot &lr ¢ |

6.4

‘PIY-ATg T 37T

PIY-garg & IR Rl cgaar 7 [Affes caaga@e fhanst & Aread O
FINT & YIHT H IHA-S ¥ gar § | LfF Po-varg Aawor # 'S 2reg &l
weT QI FIRMS Yo & ORIV 3 H fRAr Sar §, A R e & A
& yaTg I AT SaT § Safeh $88 Y& HrRhd Jolf JHTad &l & | &iv-
gaTg & TFeee & AT fAge Agcaqer §-

(1) 3fg frelt S=-gaT & gt FFEafeaar 3R aTe] affica T Ay @A & I

wofad gld & ar sE9 T TFdcadl 3R dTe[ arfdcal & AR A 3Ry
akadel & IR fheg 388 Yeg HRRAA Yol A1 HEYAE N Fo ff 90T
ST&T IS | 3GTeR0T & ol Ifg T &F o A1 oeigR 1 arare fhar Sirar &
ar A Uw 3R A AT Afdcd A gy 3R gl 3R I FEdfeaar Qs)
& gl fheg o Yaa FERME Goll TR A GBI AL I | A T
FIY-YATg A ATl AaT HEARA |

(2) 3fy TRl =13 ¥ TR grufeaar 3R ®RY ef@ic 3rar &R 4o uw

YT FAT & & GHTAT B & df S8 ad HrIEhd Yol 3IaT HISYaE W
Fo W UHIE @ 9SI | SN 3T got A kurud AT e e w
FAT | 3 old-gT ¥ TR Yol 3R Tur geufeaat aat & a@e &7 ¥ afg
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gt fheq saaT fga HRRME Golf W &g THG 6T 99T | 37 G oot

&l Y-yarg et grm3il # & & wehar §-

(i) dA-SeT FT JITT dTe] FFafead IR TR gFafed W 98, S aAohg A=
T HT FT |

(i) dA-SsT &I gHTd are] FFafed IR VR aficd W 93, S HOT-93t &
Ak & HIATH FAT |

(iii}) SIT-&eT T 9T T afdca 3R TR it 91 93, SR 37er 4ol @ Serdr
H oA |

(iv) ST-CeT T T 1o, &1 dcd 3R TR FFdfcd W U3, S8 3UR AWM &7
FT T |

(V) ST & YHIG T alfdicd AR TARN gRcd W 93, ST Ui
ATERT AT dh-31fRAfEHY & g H Koray AT e |

(Vi) SIT-&eT T ST TTe], a1f¥ica 3R TR ot WX g, S qaTfRer 3ier gent
& My 7 <7 fgor (Bills Payable) TEO&R & |

$¢ O @rT FASET I &

HIY YdTg I FHTTAA Sl drel sFagR (Transaction Affecting Fund Flow)

Liabilities Assets
Non-Current-items Items of Non-Current
of Liabilities Assets

| S |

Current Items of Items of Non-Current
Liabilities Assets

Weg 9 IR- A WA H F RER FAEER G & IEr e @t 7 &
WER TAER &l & al 37 cgdgRT § HY yalg JHIAT &7 giar | & HRoT
g & U cgagR Iy yarg AT & g7 g S |

FY Yalg H YHIMAAG F & gl sgagR (Transaction Not Affecting
Fund Flow)
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Liabilities Assets
Non-Current-items Non-Current otems
of Liabilities i g of Assets
Current Items of | Current Items of
Liabilities Assets

IWIEd el A A TR & AT A e TR g2 W AT yag fGereruT
H @A Je dlel SYAERT H TIT TF WA AT el T§ EROT @ H
gfaur & § -

FY Yaig H YAAT S @ T 7 FS g g9eR  (Transaction
Affecting & Not Affecting Fund Flow)

R A @ | No AR a1, g Ry
(Non Current Liabilities) "| (Non Current Assets)
Yes

Yes Yes
y \ 4
HTe], <1 " No A qle], GHRT
(Current Liabilities) (Current Assets)

6.5 HIY-Yarg TIaIoT &1 37T

T cgaa & o el & &g cgaary # N & yag Hr Tafa Fr Tase
A F AT FIRT T FIITOT FIV-Yarg AGOT Fgeardr § | Bied & QUsal H,
" & G AR AT & faawor ag g S o At & o
A 3UHA & fAcdig o@l # gRadsr &1 farewor & & far dar
o Srar & 1
JaE Al F AR, 'F-YAE AR 37 Al F1 quT a1 § oo
TARSFT PV vag FF = I 3R T 5 PN 1 99T HAT I=AT |1 37
Tee § & gg fQavor o Al & =gl & 9w [JAffes gwafeaat 3R gwanst
(Equities) # T IRl #I Yaid Rl & | I H. aBl g & HFAR
B garg fqawor e fafr § o canr gA @ aHT Wegst & & e
PN & YATg F NEITA T ¢ "
IR T TR & IqAR ey Fafa 7 aRads &1 favor a) &0 7 aRads
3af & e ey vseus g RfEAST F heasy @edicaal, afi¥ical g
AT @il A gU aRade &7 aredr axdrg || §e9 #, J§ faavor e
TEAT & e o & gRadal A gehe T § |
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6.6 Y yarg fQawor fir [Awan

(i) Y vag oot el A RIY # swra & ek fafa &1 Jaror #7861 &

(i) FIY fARU-97 AH-gIfd @I gl § Fifh A A A H AGl &
@S & &0 # v U o fe & At # gU qAET Ageaqul aRdcEl @
TR gRifg STl & |

(iii) T& Tacd TRt & Tare, aRade vd varg & gfdr § |

(iv) I 39hA & A fufa 7 aRads & 3caier gl @ drafeua Rt
A dfecd &7 F welRig aar ¢ |

(V) I 39FA & gl @iad dar Y &1 TUEYeT FgF g dfesdh 3T [eb &
3 3usmd B facdy Rufa & 3y aRadar & Gem va A fr 3=l
STARRY ST & |

6.7 g & At &1 Tuse [AFqor

frsT (Balance Sheet)

afca gaT &1 7Y Fafed vatr Y A7
(ltems of Liabilities Side) (Items of Assets Side)
(Non-Current Liabilities): (Non -Current Assets):
. T@IfAc@ W (Owner's Funds) . H{d Ug A TR gFEafeadr
. Yoll (FF9elr HT g=m H FHAAT U9 (Tangible &  Intangible

T 3rr 9ol

. 99 9 IR (GEleTd, 3med,
ey, fafse, duflae  wa
Tikos T99 d a-gile @ #
Hisc V)

gfasfa @fFAwA (Securities
Premium)

Ysit Tao (Capital Reserve)
e §u9d  (Revaluation
Reserve)

FOTIT M HIY

(Debenture Redemption

Sinking Fund)
durfaes 9T (Statutory Reserve)
AT TIT (General Reserve)

117

Fixed Assets) ®&aifd (Good
Will)

A (Land)

HaT (Premises)

HAY T A

(Plant Machinery)

390T (Equipments)

FFegX (Computer)

argal (Vehicles)

HeitaR (Furniture)

TehEg (Patents)

Fd FaiiAcT (Copy Right)
Goled g @AfFd (Capital
W.1.P)



3. @ gARESr @99 (Dividend

Equalization Reserve)

T 37Yar @99 Y (Reserve of
Reserve Fund)

TR EASRAT @I (Contingency)
Tas o e & A = 7 @
FS TR & IgA domr S
Tl § duT Ig Y A9 @ g &
wiasy & 15 - grem 3ryar 7
| (for which it is not definite
on the balance sheet date
whether there will be a liability
or not in future or the liability
neither quantified nor
estimated.)

. desele ®mOT  (Long  Term
Debts): =ugs  (Debenture)
focda deamsd, dai 3nfe & %or
(AT & HAET A Eprold AT
ST)

. d¥weil f@gdg(long  Term
Deposit):

I & HAT H had @819 fer@r
gl 9T 3TcUdhrlld AW Sd & |
TqseqAT Sl forEr gl W I
el TR AT &

3T - Deffered Tax, Future
Taxation, Creditors in respect
of purchase of Long Term
(Fixed) Assets, Long Term
Cash Credit &  Overdraft
Facilities Granted Bank, etc.
.3 P A oW R A ang
gIfica Td 3marets efi¥eh & 3feeld
fegrar s @@ weg OEs
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R =g (Trade Mark)
asd-d td WfAT (Licence

and permits)

. fafagr (Investment)

AreereleT fafaaer

(Long Term Investments)
(e & 3HE A fafEer
TN A ST gl SRS
afader AT Qe
g1 &)

. fAfdwr =3 (Miscellaneous

Expenditure):

Aty =g fivw & e
celig 915 AC &¥F Ud gl
gt g, e g & Ay a=
sufaf@a & fFar o @ar &
| ¥ 7 TR AT B
F med ¥ | e s R
ag #E (A FFafaan AeT
ST g1 39 five @1 wfaud
A Fafaf@a g § -
gRfFHe @ (Preliminary
Expenses) 372t Td :oT9ar &
foEs g9 e A+ @eEa
W} 2T U9 H1ar g (Discount
and Loss and Expenses on
Issue of Shares and
Debentures), &l & 37T
W wuE & T W
3Tt AT
(Underwriting  Commission
on Issue of Shares and
Debentures),

FFYAT & FFHolA, ThIRIUT Td
e & HEY " Sy



e @ 32rar RaTe @ &
Fraey #H TISC HIAT HUAT Hehed
gl 3a- Deferred Tax, Future
Taxation, Creditors in respect
of purchase of Long Term
(Fixed) Assets, Long Term
Cash Credit &  Overdraft
Facilities Granted Bank, etc.
fecgof: - &g s” Provision for
Tax U©d Proposed Dividend @r
R T gRca AR TR gl
A H G gl & SHRUT 3 aF
are], Far @ o WA AS AT o
& 3ereXor ff 9 S § | e
ATt wEafed & Hed &9,
gfaeasr nfe & O ggx 37erar
g | Qe RAfadeEt & qeat 7
oA & o 3maee o dR-
U HE Bl gl HEGST  anT
feifaa st & aFsey & 3R
gred Al Td 3 AT 9 gred
e TR Tad o 3w ded
Fryarer e $r Ay a 76 g3 |
H f TOfACT Y F g 3T
AT 39T ¢ |

T AW (Current Accounts)

aTe g1fde@ (Current Liabilities)
AT Ud ARG <Al & HeFdedl H
delgR (Creditor For goods and
business Expenses) ¢J faux
(Bills Payable)ssre dm@ (Cash

Credit),
d& 3fafgey (Bank Overdraft),
3eed g 3urfatd p)
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(Company formation
incorporation, amalgamation
and reconstruction

expenses) ¥R T I
(Deferred

Expenses)

Revenue

. o - g1 @ @1 3fee A

Ig EACT HIY FHI Gl drell
A &, a3 oY R T A
AT ST 81

. 3eg B Ag o9 g 7 a3

grafed  ®oT  wd HfEA
(Current Assets, Loans and
Advance) i # T IAT
¥ | Reg SO a8
& FEY H TOSC AT 3HYdl
Thd @ o FHAEAr wd
IR A A va HaT HT
LT 3YAT Hae AT H &g
& T =mor va 3H, EEl
AN U9 e TR & 9
gfaefa srar e &

STHAT IS IS ARAT 317 |
g @Fafeadl  (Current
Assets):

FTd AT # T (Stock of
Raw Materials), 3E@AfAa
AT (Work in Progress),
R AT & Tiw (Stock of
finished Goods), #ET & AT
(Goods in transit), Tslec,
U@, HF T TI 1A
TMerAT fe & 9 @ g3
A, W RBow (Bills
Receivables), o IALd



(Outstanding and Accrued (Debtors), 3 T

Expenses) I U AFf&A wed (Advance Tax), Ydged <II
3T, HeTahlelld Td IEART HUT Uq (Prepaid Expenses), 3uifoid
STHT (Short Term and 37YAT 3ecd 3™ (Accrued or
Temporary Loans and Outstanding Income), &3
Deposit), dTe[ FFcddl & Hed Q¥ (Cash Balance), d& W
T S 90 ®KUT U4 S, Ad (Bank Balance), 37cqshrele
iy q IS, ¥ I Jgar e wyar e
(Income Tax Payable), & #fam I fafaaer (Short Term or
Igr @rHmer (Uncalled or Unpaid Temporary or Marketable
Dividends), & & o 3maS or Disposable Investment)
(Provision for Tax) w&dTad T, A, TR, 3UHTT
amstier (Proposed  Dividend), aHd, ga MR e &
FFEA AR A gg AN el |

(Provision for Corporate

Dividend Tax)

6.8

HIY-arg aaRor & gIeT a1 3297

FIY-yaTE fa0T &1 J&T 33T & FAefa ey & fig sriela 6 # go
IREdA & HRON I JhRT STelAT Bl & | Ig fJaRor ar gl & g Fr afer
A il FTuaT 3R grufed faEaR & @y & gu 9g@ IRadar AR geth
Afa Aot & gefia aar & | aeda # 38 AT & A gaard gred giar
g o fF ey Aot & FE wrog & o7 Fohdl & | 3 IadTde HEAT &
Yl JAT 3T S8 YeThRT (3AURY, %, 3roudhrells HUGHT 30f) &
fow I faavor sgd Agccaqot ¢ |

ga=dhT yaRT (Managerial Uses) HIY-9dig faavor T Agcaqul Jeetehid
I7 gl U facdia-vesy & v s8% Agccaqul 39T eeAtafad &-

(1) R Rrawor ik @w==or (Financial Analysis and Control)- ®IY-yaTg

o crgar f ey Rufy &1 fRavoners [T geqd < § | sad
T ¥ T Ry YaeuE Tg S @l § R sawe § weia G
foret-foret T & Yo §$ AT 3HHT 3UART FHFA 3P 30 GHR HdHloie
oAl & AR W FHrAehe ot & o e 3R 38 W @geor w@r ar
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THAT & | I8 fAaR0T yeetr A ATT & A A7 FAgecaqul I erel aHam

2

(31

C)

()

@

®)

G ST &1 FT §3HP SN Seo oAl & &0 # aRa fear
ST Eehdl § AT TARN GFdfeddl & T 3T KON & JIdeT H o@mar
ST Ol & | SHaET & ol # gfg & dTds[g amier des & fou
FfT-plT Abs HT FeY g ST g1 Ig [AROT 3TF HRONT W Ihrer
STelcll & |

HIET AT IIAA oAl & fAF e AR FH TEAT gIm
37UAT SIS gifel T G2 H STHIeT HA Sier I’ g2

qaHg # Yed W H e g W Yeg ue geufeadi A wHr &
FIT FROT g7 JYAT IqAT H Y&d gl &I &M H ag a1
FFafeadr 7 fg Fa g2

T gEgfcadl & fAFaR 3rar %o & I & fod wist
YTEAT HH g2

TRt grafeadl & fasa yar 3 9 Hor-udt & AT & grea
JUhg T YT FFE YR & BT w8

3Fd FEAAT F YR W Yooy Afasy &7 FRfa ot &1 e
fATAT X FhaT & TUT TIET F Ufdger Igfeadt ¥ ST ST FohelT § |
(2) s FA@T-ge (Future Guidance)- #Iv-ydig faazor & faeewor & ot
g Fgcaql It i g & FEd & S F aEmeE st

(Rrgr 3nfe) & & gred @ | IR N F$ avt F YR | 570 AR
IR AT ST & A Tg TH Fg & Hgeaqul fIROT & FheT § faRwd: 39
g # Safh FFEufcadt & 3ufaf@a aur yftfefEa 7Y s & FRor [
Hfgaer 3 3ase g T @Y | ST AR F UR W YEey Ao HiE
facda-faat &1 @A = awar & |

(3) TE TARUT UF JelellcH® LA H HEIIAT JeTed T & |

(4) T© HUGIAT &3, S dF, AT FFOD e U amEH W OHKOT HY
TP &7 ¥ @ 309 dgd 9 GIa (S 39fad HoT @ 3029, AT Hr
ad, HId F G 3fe) AR § O e Rcdu-gye-us 3@ faawor &
TEIAT ¥ QU7 42 & AT et W Thel § |

(5) sraaER¥% Rl U 3 WUel § Utd HINT & IFFAW & YR W
e ysets AN F T AT A ASAT § ThdT § | 50 TPR Tg
fgaRor At & dear & TH) Tod o Hifd FE T ¥ |

(6) I8 faavor wa¥ ¥ ooy SAfa , TEew 7 Afadern, G =g e &
I #er & off TErd giar § |
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=g ga@er (Other Uses)

PIY-yaTg [GaRor cgaa g & dEd USRI (SR 3UYURY, HUGKT. d&hd 311S)
& foT o Fgcaqt & | 38 ARer @ ffadear dear fr ey st &
T Y 3cTes] A I &TAAT I AT oLl & | 38T & & da T 37
3cUehTelld KUTGIAT TRl cTadril &l HUT &od H JN@H Y ATAT T Hodidhed
A ¢ | O TH IFUUN FEAT &k YSeUH H AT T HIAST Gl &
JHTTRRT T TEAT & JIHATA PN T GATCAAT JAT Jaee T $dT DST=Ar3i
fE & FFaey # AT IIed T § | a9 30 fGaxor I Fgradr ¥ & a1 #
SATHRT AROT & o 3Terets RV A AT [T wear & 3R 39 _farer
W T WIS T FEHTGAIST I AT of@ldl & | afad # ¥g faawor
FFgelr Hr Aedi Afa &1 I serg & oY 3eor daEs & | 39 [Awor &
$eT UBTHRT &l FHFdell T HRRME Yol 1 AT qur & 3afeat & & sae
§U UNAcH & HRUIN & IdT STl § AR VAT STl FI Geaetr i e
Afa &1 AT 8 ST §

6.9

Y yarg faawor $Hr @A

R FY A7 FT ITAT A - FY yag [ART [T v awrEE @a
gl H 3AF HAgccd Pl IQTU Yo Rl g fheqg 38A WY AT &
Faftd oedeal @ FiFAfad 6 forar Smar | gafaw 38 Tt @ I8 fcdy
oo & w7 o & |

Hawrele fRRAVOT - FY yarg fAawer saFeN e § wfow FEfa §
Fifeh Tg 3T d2T FI 39PR T & [ I 3T 7 Fa1 g g1 ¢ | 399
Tg UdT S8 SRIT S Fehell § [ sy & aww i Fufa ar gl 2 agaf
I 3FST & IR R Fao HPAT 9 S Fevel ¢ |

yHE fAsey- FIY gag [Aaer @ I Afd & aRads & gaear 7@ @
ardt e T Al # gred ol Wb AR FY T ol A=A Hr SARR
8T e Ol | 38 $ROT I fIaR0T HAE TSHY qegd X §hdT ¢ |

AT GAATHT FT AT~ DY Jaig fGaR0T ganrT Faa T Fr facdra Fufa srmar
39+ gRade Fr FAifeles FIATT Ired Al aial | 39 fAaR0T garT Fad [gr a
ATH-gIfT WA E@RT YeRid It & &7 gRafda & 3ar o faearfaa
ek SEgd fhar Sar ¢ |

6.10 Y Yarg faavor tg [Ig # 3}

Hed¥ FT YR FIY yarg faaor fRraT

1. 33T SH Sl I 3537 Ig Ad T | 3 Tl HT 3237 g Fr Ay

BT § T T & R e | & ogEr fr e =g
F 39T R 38T g TR | qeter § |
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. uefd

. 38T

. 3afer

. Ave A&

T

g e & fAufaa fadw
faaror-aat # gl a8 =it
& fI2eoT LT FT dhelleh § |
SHH ol 3egl HGl I A
fFar ST § O Y (e
Fraefier oM

EENEC RGN

FIY varg fderor fhedi & forer
fafat & mew 6 39 & T
daR R ST

HhaT & |

TN TEIdT ¥ dEm # R
TWel dlel U8TPR Weldl & Td
gy Aoy o & T&# g
g |

Y yarg [qaRor F1 FS ARG
UG ST glaT § aur sEa fod
STeT arelt

Al & @@ &1+ [T A
o e T

FY yag fqaor &y @
A ddl & dfed [P
awor g7 § | s AT et
tq o e At & Rg @ ar
At & #ey & 3afer omrgfa
I &7 TERTSdT gt ¢ |
HRd & fdegAe &gl Td
AR oWl Aol & 3IHR Y
TROUTIT R &A1 I7ETH
et Bl
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Jg HENT H yHE Rl
faaRor-a7 gl

sad g & Ay = cgaa
d THES (A Ud IR
Fqicddl U9 arfdcal &I gIrar
cIcI

fgr FafAa s @ 9@ o
gy @& gatg A [T I
areleud glar & | A g A
gag i T 3@ [/ &
Afeam aag faeg 61 @ ¢ |
TEIT A @A @A drel 9&ThRI
F AU o & 9@ g Fr A
T TARROT AT g

e TEmst & o
Fafeed JAfgAr  37ar
fames gftsRar garr /R
&1 9&g fAuiRa ferar gam giar
g | 3 fagr 3Er AuiRa g
Td Al F RURT = A
Ue T ST giar & |

Rgr s &g FIV vaE e
HI TARTHT Taf gl



9.

3gAfaar
Td YahleleT

TEAT & HAS Td GHTE e RNeh
Yeetsl g Yeeud 99 Ud HEAT
HT Srdreld facd UeTeT Fer arer
& fo Iy garg faavor & AT
HI IRISAT & | U FFTr S
affe RUC d ydIRid aer
Yt Y gTer W IR Y |

AT & Yaeusd U FEAT A
ffd W@ ar e walt &g
g fr g

gl & HRUT HFG T ¥
RAE & RAF & gpreT HEr
Rffear affeat & 3gER
AT & |

6.11 Y yarg f9a3or vd 3T [Aaor & 3o}

3o I ITUR

FIY g f{awor

3y Raor

1.

2.

3.

4. Qyg-grea

5.

3afer

Sffaariar

CIRSCl

327

HERTehdl gl W fhegl &
fagr R F 7ea fr 3™
& fov sy faRer 93 s«
ST &

AR A TacIATT frar o et
37T SIGihel HIR & eddd
Y ydg fARoT 9T §AEr
sifaarr 78 €1

FY yag fwRoT T A
g g g 7S fomar &
AuTRa e A & |

PV yarg faaRor A 39 FagRI
F AT SR Sar & fSew
gear f1 FRRie qEt # gfg
3uar wA g § | suA gufs
m wE Raw G o
Tef, FFafcadl g ] &fficat &
ALY gU gRade &1 <FRT g
GE

T Hel H g IROMH
IRl & o 31Yar gl &
A W ST ST § |

FIY yarg Ao dled &7 3827
TET A g HRMer e A7
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fTafAd § ¥ 9% o Er A
g gAfed W AR gl e
3afr & oY 3y [T F=
Srar g |

A A faegAR HEel
sfafaas, 3mger afRfATA o9
fafse gt fr FufEEk v
TEABT W onET FAfEAEr &
MR W 3o FEABIT & ol 31
faaRoT Sarr Srar § |

3 faaxer yfRfAgAr vd 39-
At F g ¥ uwwl ud
fGem-fgel & IgER s I
gl

3 fAaRor @i & &fse uar &
A TG A Ud 3f9e gar A
I TG gl geis ST g 1 A
AE AT AT TaEId HY
g & |

3T fAaTOT AT IRT TET F [P
o@E® $r IWEH TT FT &



6. IER

8. YR

g & fafaa aar @ e
Al T AT AT T aAT
3 RoAdl &1 g 3@ F
fordr 3uAer @Y @ 8, 9dr oemer
gl

Y yag AROT A T &
o ar Rffe At F /g
g & fagr At & #eg fr
3af & oHE wa o
AT e ¥ ST ¥ |

y | Py yarg faawor A& ueRAa

Al TEAT F YeeEh U
gEar & R @ arer

3T el garT aas favy
d&s Tgdd H 3ched HEEH
Il & |

gear fr aifes RAE #§ @I
yarg faavor &t anfAd = 39
YRR @ dr durfes
MERIHAT gr & | 3T aif¥eh
RAE F sHH FAEQY gaeteht
T sTeT W AR T |

YR W YT cdRl A@rare
# 3T R W g g
T AT AT BN ¢ |

3T fAROT & FdAld H Y Yag
favor hr ATt @ 39ART S8
glar & |

T fAaRor # gefRla gaeamsit &
farewor & W @ frafa
Jaare AT g 39l g gl

3T fARer dufae & F aifies
R &1 Agcaqet e faawor-
gy § dur 5@ Jurfae RaE &
gfFAafad R IHRId FEAT BIar
gl

6.12 Y & I T FAT

6.12.1 HISt & @rerT
e e-&t & FRoT FrAENe Gelt 96 A §, I FW F HT AT § | T
SGHTAS HEAT 7 HIS § W AT g a8 -

(1) sggE™ HaTE §:- TEAT GaRT AT a¥ H ATd s AT PN & FAd A6l
A & | P GIftd FT Tg HEE HAgecdQUT T § | SAGEIE ot &
TFfeadl # g A1 qfdcdr # FAT AT MRF § H FFafeadr 7 g 3R
IR & 7 ai¥cal # oAl gl & | ol [OhT 3WH A § 9 T Al A
AT AT 3 <qY Tl Halolel § g 3T AT Y 1T A fham Sirerm g,
fheg I8 Yg o FHr TR g & FN HAEH F FY F S g ¢ |
SHHT FHRUT TE § b Yg o7 N 0T H g @ # 0 dgd ¥ oW
R S € o 5 sl GG &1 gefaa T aRd | SHHT A0 F aih
& IEAAT 37ITell SIS H Bl |
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(2) drd=rrelier Hot |- SrEFlelle] HUT, AGoleie AR, JHs H AT Far-99
e & FRRAE Goft 7 gig 8IdT § | Fifh 389 dTef gifdcar & waifad
o @t wrafeaat & gfg gl & | 3 ¥ S & ST AR SR | T8
eI T & ROuE & gred g Ui @GR 9 HoT @ &l gee g
NAIA g gred TR & HT 1 FAT Fgardel | "k & AFfaRked fmar
3T gfawd # (G TR @Ffd & deo A) A9fAEd wmorust & @t fr
oIS =gt gieir g

(3) 3er ol # fg & 3 GGl & AT & wied g AR (Felddr gemx aur
NATH ASH) HIST HT TS Bl § FAifch 3G 9T T &Mdcdr #H IR
g U Tre FFafeadr # 3 gidr § 3rdTa FRRfer 4ol s e § | afeher faelY
Tyl gedfed & % & fav FEfAa sier G 7 afg @it @1 @ a2 gl

(4) Tarh weufeaat & R @ Ife frdt Tl gwufea R ofA, s9a, €37,
Qe e (G e f[Afeer 3nfe) & oar arar & o saa ey
rafcadl # HAr qUr 9= urel arfdcal A ofg gU Uy FEafeadl (Uehs A1
STeRN) H I Sl § | A oA f9Hg § ued IR (FFT W g I T
I &1l & FfFAfad =d g FIY F T & §9 # G@err sl |

(5) R-caiE wiRaat F:- RN e et @ gca IR S [_fEEeT &
3, 9Ied SR, &, 3UER, HFHeH H Yred g 3fe ®IS & Ed & §9
F e s & |

(6) wrdefier it F FAY- I FS F TAT FN F TAT ¥ 30F F A Tg
3R FRfe Goit & FHAT FHgaldl & | 30 IS & T alel AET F T@ae
At et T et FAew AT ST §

&g H, et Fr TAAR (Srewrells ®OT, 37T Gair, JHr TS 3R A g
qAT gEqieadt & S At & F=aT @ § |

6.12.2%Y6t & wANT
e -8l & FROT Yg FrARNS Golt 3 & ST 8, 3¢ PN & AT FHgad
g | ¥ ArAfaf@d & dha §

(1) =gqaT HOTeT @ gife- G & g5 gl & wFafcadl # & a1 et 7
g B & | gER reat A, < gifa & SROT SISt fr AT FA FA 3
€ | 3T W IT d N & FAT & Heddld @A S IT HIST & Fid &
TET A "eT AT T | SHEY AT T UlRAT 36T 3 H qars IS § |

(2) Tl gFafeaal &1 wa- A, How, TIA, Suweld R_fAEeT e wurRh
HFqieddr & %A, § Tl giidcdl # FAT A e are] Feafeadi 7 wAT 3
€ 37U 388 FMT Yol FF & ST § | 3d O GAS HIT BN HT FANLT
Fgardel |
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(3) Turh IR T IdT- TURN K0T T ROL-TAT F HICAT o], FFd et
H wAT A T | ST HIAA A HIA H IR aredfde TRr QU W)
WiAgE AiFAferd k) g SINT &1 yAeT gafl

(4) 3rer oIt T M- AMET 3R Yoll & MY & ATe], FFAfeadr H HAT 37T § |
A MU W AT
TfRd S1oTaTa &1 aredfas TRY & Fst &1 ger gl |

(5) ATHTRN FT HICART- SHH HRAMA Yol H FAT AT § | 3d: T§ PN H GAET
AT SRET | 31T a¥ &1 YEATAd SATHIN AT ATe], a¥ T HedRA SATHRN alaAr
FI Al IY FH HIAET AT ST & 3 F HO & TA97 7 @erd o § |
YE AT TET AR b STHIRN T I HINT T FANET Gl § AT Shael
Tehc;, CITHTN &1 TSI ol AT FgollaT |

(6) 3T WAWT- &7 & HROT g, HFcH H TT YT FFGAT g7 W e
I g, g I A wrARier G 7 FAY (areg @FEdfeat F Fr & HROY
A R | AT T AW F G F T FH @y S |

(7) Friefier geit F fE:- SRRl GG @7 gy & 9 sl 6o 7 g
FIN & g F & R@emar Srar § Fife g8 wIt & & & ART FT AN
AT & RT 91 3T g & |

6.13 IRIA

AR ¥ H 96 e § HIY &1 3T g FIfe 4o & g € | UYg
FrNe Gt A IR Y yarg Fearar § | HIY garg fGawor v o fafy
¢S @ R F 9 F F gr oRae fr e & § 1 R Faa
I RRafa & sarar § Sefd FIY yarg Rl TSET & 39T g T&d T
STHRT ST § | o gifel @I &7 38T U @nard & 3o omer gl At
AT & SR PY garg &Y g F T AT & T T 3IAT AT SAHABRT S
g |

6.14 2rscTdol

FIY- gHH T et Fear 30T &7 ORr a7 § S I &9, &l A,
FIMNT ot FIY | Weg 30 AT F HRAT ot & §9 7Y forar = ¢ |
FIY FaTE - Yg FARMe ol & gea-de ¥ § |
FIY garg faaror - gy At & &g Fde g &7 aRad=t & R &
arerT feRoT 97 Y yarg faavor 99 Fgardr ¢ |

6.15 YW Y%WT

Y TYRTHAF T
1. I &7 30T a3 |
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N o o M

SR

=

PIY GaTg HI 37T A3 |

SIGRT ¥ UhsS UIed g5 ' dd8d 30 SYIeR & HIY W YHG 98T A7 a0 |
Y garg faaxor &1 37T FaAm3 |

fregl TR I a1 FFafadr & a1 foar |

"1,00,000 & Hed & A HT I FAT HIY Yarg g3
fregl o I Tt gRcal & a1 forar |

T IcHE T

AT & fheg! I ATEAT & AH ford@l |

HY yarg fqazer $r daw for |

Y garg faavor 1 39T Fd13 |

Y gaig faaxor T qunfae Tufa &1 eor@ a7 |

B FIST FH T § ' FUT THASISY |
fAeruTcAs v

HIY yarg [Aaxor g g # ek Iasd |

2. ‘@Y yarg faaer g 3y R[awer & 3eag sans "

3. “Ueh HISAA GART HINl & YaTg ol [aelWor Yool & T agd 39l g1 Hehl

g 1" 39 AT FT
Tgse Hif |

5. “PIY yarg fGavor 3T fqavor &1 3eaT WA § |17 fJaga fifad |

6.16

TocdT T

P w NP

3R, Tel. Tedlell - Uaetl oldiehel
UH. Tel. AGRT - Yot ollichel
I A, R - YT A@iehel
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ShIS - 7 HIY Ydlg TIaUT Sellel FI deheilch

(Technique of Funds flow Statement)

FHIS T TR

7.0
7.1
7.2
7.3
7.4
7.5

7.6
7.7
7.8
7.9
7.10
7.11

32T

JEATEAT

rdefiel Yol & gRaclel 1 fqavor ar 31egee
Y garg fIaor 1 9T
qRATeleT & HIY ST I0TAT

HfaRea g@=e & g3 g9 W 37 A4l ¥ FN & Fd g wAer dr afr H
T

7.5.1 9T &I gl Pl h TOT

7.5.2 TR gFafadr & wI-AwT

7.5.3 &gl afaaet w1 wa-fawg
7.5.4 3 9ot T Sreerele gifdical A gfg am e
755 I & AT A=ET

7.5.6 UTAIAd STRI UG 3Rl SITSTRr
7.5.7 o gl @I & AV Fr equieafa
7.5.8 fafdrse #Agh & cgagr

HIY Jdlg TAaUT dde ¥ FFfeed 3G80T
g&ifd FIY yarg faavor

HRIA

rsTdell

FTARE R

Hecdl T

7.0

327

SHS oh EITel & dI Ig THST Thel H THAY gior-

3T FRfe ot 7 aRads 1 fAaRoT/3eedl s ¥ doer |

HIY Jdg TIGIOT I UFT FAAT SATeT Fehal |

gRaTeled & IV &I I0AT WG Tehar |

faRed gaaw & @ | FIY Jarg [qaRor Jard F7T 3 FAl & G Hr
foraT €T T Hehal |

Y JaTg faavor Feley & IROT A TRl |

3ETeR0T gaRT HIY YaTg fIGROT THST Tha |

T P Yag a0 AT ST Tehal |
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7.1

YEATIAT

FIY yarg faavor I $r ar /AT § - 4o I a1 oI AT HIURTT R
3meRa Teelter g HRfe Yol IGUROT dehellen | f39Td 318 & IY &7 319,
Ffier Goft 3rauRom & forr a=—r § | 37 30 e A ST dhellh &
AT § FIV JAE [IaR0T gl 9 GRRT @SR S § 59 &q & AT
g Sl giaT -

1. Frehe gt & aRade @ faavor 2. @Y yarg faaor

ge 3T HHSAT I 8 |

7.2 FHeNe 4ot # gRadsr &1 faavor ar g
ar gt i afaal & &g FRle 9o & Fr a7 ofg TTa A & T @
IE g IR & 1T § | 3§ Aedifohd 9T F FAR—T ST § T et
fAa#Ar & 39T S -
1. T @Fafd # i & g€ Frmfa GG 7 g 8 & |
2. G FFTHAT H AT @ g HrRher ot 7 FHaAr gl € |
3. dIq af¥cal # g & g FrIS Yol 7 HAT g ¢ |
4. e Al F FAT & g PN Lol &7 gfig @ & |1
Ifg FIY & EEal H ART Y & 3990 F HAWS gidr g ol Ig gealedd
HIT H Y M Gl F g &1 a& ¢ | 386 A9 FI¥ & Fdr &
AT FY F 3TA F = T § A T T @ty F g7 wRhe o
H gS w1 FIF ¢ | 38 [QAa0r oF #1 gy Aefed § -
Statement (Schedule) of Changes in working Capital for the year
ending .....
Items representing Current Amount Effect on Working
Assets & Current Liabilities Capital
Beginning of | At the end of | Increase in | Decrease in
the Period the Period W.C. W.C.
Rs. Rs. Rs. Rs.

Current Assets

(A) Total of Current Assets

Current Liabilities
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Rs. Rs. Rs. Rs.
3) Total of Current - - - -
Liabilities Net Working - - - -
Capital (A-B) Increase

/Decrease in Working - - - -

Capital

Ale: 1. 3 g gAY R J § 9 faRed g@emsit W) eaer 7@ & @
2. T ST AT “GEATAd oIHIRIAlS o7 Hal @l dle] alfdca AT §
ar & 5@ faaRor & et sgar A |
7.3 9IY Ydrg faaior &1 9y
g faaRor ufddee & § & S—1 ST § 3UaT o & & H TAIT AT GovdT
g, aldl g & UY fAe=Ifhd § :
(i) wfodes & w0 &

Funds Flow Statement

Sources of Funds : Rs.
From Operation (Trading Profit)
Issue of Shares & Debentures
Raising of Fixed Assets / Investment

Sales of Fixed Assets / Investment

AR R N

Non- Trading Receipts

Total (A)
Application of Funds :
1. (Trading Loss) Loss from Operation
Redemption of Preference Share & Buy - Back of Shares
Redemption of Debentures

Repayment of Long Term Loans

Purchases of Fixed Assets / Investment

Payment of Tax , Dividend

No g kMo N

Non-Trading Payments

Total (B)

Increase/Decrease in Working Capital (A-B) -

(i) ¥ F w7 F

Funds Flow Statement
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Source of Fund Amount | Applications of Fund Amount

Rs. Rs.
From Operation (trading Profit) - (Trading Loss) Loss from Operation
Issue of Shares & Debentures - Redemption of Preference Share &
Raising of Long Term Loans - Buy -Back of Shares
Sales of Fixed Assets / Investment - Redemption of Debenture
Non-Trading Receipts - Repayment of Long Term Loans
Decrease in Working Capital (If any) Purchase of Fixed Assets / Investment

Payment of Tax, Dividends
Non-Trading Payment

Increase on working Capital (if any)

7.4 9RATIT & PV T I[0TAT

(31

M I WA R SaR Y o F AifRd TARee R aRares ¥
ISt & Yg TR AT N Fhd ¢ -

U A H AN AR arelt AG- IRTTST F HIST & 0T & T a¥ F 3ed
H a-gifel T EaRT TEiRid g o #H § Fw (Fed g gFafeaar #
FT 3ar A afdedt # Iy A el qur IR-eRE =T Jyar griadr
St Jgar & omrEre @a & 3R fhar o g &, S fmm smar ¥ 1 o

g, Ud ReFdewor (Depreciation and Depletion)

FEA T 39T GFdfeadr 1 3afai@a IR (Amortization) Si4-

(31) TIfa. (Good Will)

(§) TepEa (Patents)

(¥) =R & (Trade Marks)

(€) URTEA® =g (Preliminary Expenses)

() 31T A HOT9ET & AT WX §ar (Discount on Issue of Shares
and Debentures)

A-arey (Fumrl) wrEafeaal & S @ g o

(31 A td HaaT Hr TR I gfer (Loss and Sale of Land Building)
@) AP i fhr o grfen

(@) BeAfeR &7 fohr @ gy

(@) Erdprelsr fafareit $r foshr ox g

et 1 A S

(37) AT HIT H gEdleaoT

(9) ITHTRT HATATHIOT HIY

() T P H gEATROT
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(3) FHEARAT FIT IS

o GITHII-
(37) FedRHA ST (§) TEATA orer, IfE ge IR-ATe AT §

o F IS G I-aTey AT F |

o 3T FS RFVRINTAT 7 Teg omrgra @ 7 e fFar =
g | SH-FURl Ffeadl & Hed H GHcdimd W HAT |

@ g ae H F ger$ I Al 7 IRErere ¥ IS B aorer & v g o
# I A Od Ty arafeadr ar arq e wenfaa 7@ @i srar S
SR 3 o1¢T §, °eT & e § | U8 7 folost & -

o IR-TTe (FURN) FFEafeadr & foshr @ o SHa-

(31) HfA Ud HaeT H TR 9T o

() @ va FMd v foshr o e

(@) ST A & fShr o o
o WY wrfeadl & Hed # g (T W), T Aoa & & e

ara-gifar @ra & *fse i 715 &
o YTC oIS
o 3TV RS T H-gI WA H G2 gEcleaor
o 3 N-uREe A S ar-gifa @rd & *f3e $r 75 g, /- F agdn
feoqolt | H9E F gEdeRUT WEee AGH & G Sisd @AY I @ oelm
aifeT & oo 7 & 7% Yg I 5T IS & 9@ H § | 3qeond Ifg
aREmesT ¥ ISl T AT JeledleHs st # 6d 9 emer-glie @ & A9 &
IS § A I AT SRET fF A AV 3T FAASA & 91 F § | g I
a¥ & o G §U § a9 ¥§ A eV & 57 AGH @1 fodisleT wAgr fomar
TAT & | A S T FE ST SREm S« g% 6 emAr F fowr @ |
aRETers & ISt & fARor g Reifehd grea @1 gaifee 39T giar ¢ -

Adjusted Profit & Loss Account

Particulars Rs. | Particulars Rs.

To Goodwill Written off - By Balance b/d (opening balance)

To Loss on sale of Investments - By Profit on Sale of Fixed Assets

To Provision for Taxation - By Dividend Received

To Discount on issue of Shares - By Tax refunds

To General Reserve - By funds from Operations (B/F)

To Transfer to Other Reserves
To Provision for Taxation

To Proposed Dividend

To balance c/d (closing Balance)

To Loss from Operation (B/F)
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[ - ] [ ]

AT “gEAIfad a1 & v 3 a9 fAaver g3 7 fe@rer
S9 o IR 1ol S1R-ACT AT =T &Y |

7.5

HARFT oW & g3 gl W 3o #AQl & HIY & FHId
g AT 1 [T FT 01T

7.5.1

7.5.2

YT o FLA & AT

ar fafar &1 f&gr, av &1 ot g @rar 9 3= faled g@an § g W
Y yag [TROT g9 F T [eAFd Fed Io A ¢ -

TUR-HRNS Yol 7 qRade & dlfeienl oy g Hraefel Yol 7 qRache &
TR AT & Ty |

RN T Frdfeadl g afdcal & @id 39 IRFAS 9 3fead Ay =g
¥ od gU FRRNe Rouoh & &9 & @eier | Ay & R § S AT He
& FARST STH-gTe @raT o EieleTr § |

JAT-3T 9o # & 7 HARTFT AN H TH-Teh Fh GG §U Tedsh
A @ yfafsedr Sl g U g1 Widl # @dlel Har |

TGI-TH-Th & JAd Tid & [ATAGER deg & T A Jhs/de $Hr
giafe &I FIY yag [Jaor & Gurid | afe et @d & & ger &
Ups/der § d FIY T T T JAT ATH g H Uds/dad § O FIT &1 39ANT
gR | $o¢ Y garg faawor # i |

TIH-TATAITSIT M-8l @ HT AY AT 98T H g df IRATelT & DIV, Th
T 8RN Sdfeh AT &7 H gl I PV A YIET & & F @iy | s
TR HRNS 4ot # aRads arferer & wiefie 4 7 Jfig & o 38 9 &
T & T H FIY yag [ARer § RErd s [Julia & & aF v &
Ed F & & @R |

39 YR DY YaTg TAIROT Fehl IR § | SHHT 19T Tqd: SIS g |

T gFafaat &1 F Aw

faReaa goemsit & Rl grafadl & #7 ORT I1 3T g 300 dedieud
I g df FY garg ART 7 ¢ G@e gg o Feifed 3amexor &
FoSE g

3¢rgyor (lllustration) 1:

T i Aeifhd guenst ¥ dIv-yare faaer F anfder A S arelr WA
AT A -

frgr (31.3.2008) fAgT (31.3.2009)
. .
TIT (e A1) (FFIfa qaT #) 2,00,000 2,50,000
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B 3Tl Wl (&TRca 9aT ) 40,000 60,000
3T FIAU:

(1) 20,000 &. & @METT &1 HIF 10,000 & H a9 f&2T |

(2) a¥ # 28,000 ¥. & g HIFT W ATl fohar amm |

gl .
Machinery Account
Particulars Rs . Particulars Rs.
To Balance b/d 2,00,000 | By Cash (Sale) 10,000
To Cash (Purchase) (bff) 70,000 | By Provision for Depreciation 8,000
By P & L Alc (Loss on Sale) 2,000
By Balance c/d 2,50,000
2,70,000 2,70,000
Provision for Depreciation Account
Particulars Rs . Particulars Rs.
To Machinery Alc (b/f) 8,000 | By Balance b/d 40,000
To Balance c/d 60,000 | By P & L A /c
Current year provision for Dep.) 28,000
68,000 68,000
TIT 99 W g @7 @ F o et o7 Thar § 918 af 39 YR
M AT HT T 8-
CIEIG) 20,000
() THOd 8,000
Ieds Hed 12,000
g Hog 10,000
fasa w g 2,000

39 YhX 70,000 & &IV FH FId dUT 10,000 &. Y H G T |
7.5.3 drdwrela RAfaaer F1 59 QT
FfaReFa guansit & afe i @l ar dua & guar § ar Hefed
30T ¥ &IV ydlg [aaror # 30 @ Fr aRier TdsT dehdr
3ergYor (lllustration) 2 :
fagr (31.3.2008) s (31.3.2009)
w. w.
ST AT AT fafeeT 1,00,000 1,50,000
HFJH\%FAT&
7,000 & o & fafadei & 7,500 € #F &9r I JAqr ¥ 7 AfAReEd
fafeier @i s | 3aq It & FIV yag [Aaor # 96T ad13n |
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g Trade Investment Account
Particulars Rs . Particulars Rs.
To Balance b/d 1,00,000 | By Cash Alc 7,500
To P & L Alc (Profit on Sale) 500 | By balance c/d 1,50,000
To cash (Purchase) (b/f) 57,000
1,57,500 1,75,500

7.5.4

6 YR 7,500 & HIY & HEd JUT 57,000 & HY H 39AET AT |
aRETele & o T 0T FRa qAT [AfEAeT g & o #1 gAed
ATH-gIT WIS & AT a7 H fe@riay |

3rer gt ar dreerelle et 7 g ar s

sfaReaa gaemsit & HAfOART 37 F e, Hor 9& 1 AT g e ar
afkade, 3T & I, S 37 IR ST G FIAT & TS @ dr HIY
yarg RAaor & 3¢ REe & Hr yfhar Reifehd 36 ¥ &se & -

3ereYor lllustration 3:

T (31.3.2008) fA3T (3¢.3.2009)

w. w.
HHAAT 3720 1,00,000 1,50,000
3TTATT 32T 50,000 40,000
6 gfderd %oT 93 1,00,000 2,00,000

ITATT 372 & M W NiATA .
JifaRed ga=me-
(1) a¥ & gRTeT 10,000 & & A FHed W d@ 3T IR fve a7 |
(2) 3TATT 372 F MU 5 gfaerd NfATA W fRar ar |
(3) 50,000 ¥ & %UT 9 AMA T & dcol 3 AV dAhg A 3Hhd Aed W
S R |
3%d SIAERI T Y Jdlg W JHG T3l |
Equity Share Capital Account

500

Particulars Rs. Particulars Rs.
By balance b/d 1,00,000
By Bonus to shareholder Alc 10,000
To balance c/d 1,50,000 | By Bank (b/f) ((Issue) 40,000
1,50,000 1,50,000

Preference Share Capital Account

Particulars Rs. Particulars Rs.

To Bank (Redemption) 10,000 | By Balance b/d 50,000
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To balance c/d 40,000

50,000 50,000

6% Debenture Account

Particulars Rs. Particulars Rs.
By balance b/d 1,00,000
By Machinery Alc 50,000
To balance c/d 2,00,000 | By Cash (issue) 50,000
2,00,000 2,00,000

Premium on Redemption Account

Particulars Rs. Particulars Rs.

To balance b/d

To Bank (Pre.on Red.) 500 | By balance c/d 500

500 500

7.5.5

FIY &HT TAT - 50,000 & F FOTYAT & AT, 40,000 & F FAAT 30T Hr
foeTae ghom |

FIY &7 39TET- 10,500 &. & FTAAT 30T 1 e gam |

Ate: S 3y AT g i @liea & v SRy oaT I #r genfad 8T
HT

] F AT 3mae=

AHAID: S die| alded AW &, fheg N @ afic@ A= W 38
Fefier Goit afes & 7 @R te @rar sde FIY Jaig I AT &
IOTAT I & | SHAT YdgR [Aedifehd YR ¥ & HehdT & -

(1) 3faRFd g@anst & oo o] a¥ F gHA T N & AR G g A W

RIS @i H PN -7 A SToe A TIGer S IV &7 GAeT glam aqdr 39
3 Wid FT AY a¥ F ITT &7 31 AR A FTRE |

(2) afg AfaRed I3 # &I H Fg I o g- al N A&ASA T &

URIEAS AW H TR Sfde gaT & T Tt Al ST HIY HT JAWET gram qo4r
T AV & X a¥ F g1y Y I AR AR | 3F YRR TiAT Tad: do¢ @l
SR |

(3) ifaRed qaamsit & Fad a7 a¥ F W AT A IV HF § O 3 W

7.5.6

RS Wi & Hise uel # @i Jur 3 X el @rd & A¥ ay 7
AT AT & G ST I ST FAET g |

YFATfad ATHIRN U Hed e ST

g 38 I Ao aRica AT =T § A P gag [eRor A 37 A F AT
YhR SATER el

(1) afe sfaRea o= # amner & aR A $o ff F6 § aF gEariaa e &

URFHS AV I AT $H Wid & 3fae # Q@R St 1Y &1 39der
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BT dUT 39 Wi &I 3fedd AW dATel a¥ FI AT FHI gret &I 75 AR gl
St hifse g&T & gATAST oy gifa @ & feanie

(2) afe afaRea @3t & =dRaA o & Jade & s & fo@r § & a8

7.5.7

7.5.8

T I &7 GANT AT AR |

Ale. G STEAIRT T T AR I A1 T A g H § O wea a1 e
HATeAdN |

amr gifer @ Ay #r arquiyfa

afe g 7 amrgle @ & A9 A A § feg d99 3 Rew & Aw
ar & o aRemes & o AT W @9 FUd @ e & AW H G GheT
HT |

T UeHTh TR T R § al Yoll @i & AW &l e a¥ &1 o AT §T
IRATT T 18T Y 0T F STHT TAT HE HUGT Yot T & IR I
ATH I0TAT o T AT WA STHT ek TdTeleT H /gl ATeIar |

fRaflrse Agt & sgaER

I FX A1 AT - I8 R T A dur foRse T@g § | sEEr @rEr
G 9@ & I AR STagR AT |

T FFIfAAT g aTe] aTR—¥cr & Ao #A A g AT Ig oI @id Fr #Ag
¥, Frieier Goit aifoerr #F @R |

el YA HT Y - IS el STGH HT T Hld FAY HIg Alef FFaict of
TEr & o 38F S YU AT RHOYT SIRT R § A HIY W YHG 99|
3CTEI0T | TS ¢ -

3ereXor lllustration 4:

fwnfha rfaRed Faar @1 FIv yare Faor 7 fFd gr oar #39 -

U dle] SIIEr 2,00,000 & F FT ufawer # @lier, @ gade
1,50,000 & HeT & FAI FAAT 3R (FA AT W) #, AV FAHT W 6
gfderd ®UT9T SR #X fRAT AT 38@F e 1,20,000 & AT AMA Ur
80,000 &. &1 ¥l @liar I/ |

g9 : 39d S¥IER H 80,000 ¥ F dTe] FFIMT HT & dgol I el alfded
ST f&dr § 37:80,000F. I &1 FAIT & |

3areYor lllustration 5:

fAF=ifhd cTagR &1 HIY Jag ARoT & @ fF JHR HY -
T e SIaET 2,00,000 & & ke Ulawe H WGr dUT 3HF g 34T
Heg & 7Rl gred g |
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2, 00,000 & &Y M 39AT grem FHhifF N I A FI §g I A ¥
ATt foham § |

4. Ty grEafadt ar RfAEET &1 GE@HedmT - 38% HROT 3cUesd  ATH-gliel
IRATeleT PIY T HIIT TET glel & HRUT 3T gCIRT IRATSlT DIV FI IOTAT FHE3T
|

5 g #§ feud ¥ "wxpor 7 R_faanr dive #&1. R a7 Aea €

7.6 Y Ydg-TaaiorT a1 @ Fdiedd 3¢IgloT

3WFd ATTar F 3T FIY Yag QAROT T I dhelld g TROT FHST I
g | 319 o7 T 9l B THT T § AT 30T & AIHA ¥ A
HHSAT a1 § -

3¢18r lllustration 6:
AT o=t & 31 AR, 2009 H AT g el I & @I FY yaw

[ECECIEEPRCE
Balance Sheet as on 31st March, 2009
Liabilities 2008 2009 Assets 2008 2009

Rs. Rs. Rs. Rs.

Share Capital 2,10,000 | 2,10,000 | Fixed Assets 1,50,000 | 2,75,000

P. & L. Account 21,000 30,000 | Inventories 45,000 | 1,20,000

Secured Loans - | 1,20,000 | Debtors 15,000 60,000

Creditors 42,000 | 1,17,000 | Prepaid xpenses 6,000 12,000

Tax Provision (Net Of 3,000 9,000 | Cash 50,000 6,000

Advance Tax)
Preliminary expenses 10,000 15,000
2,76,000 | 4,86,000 2,76,000 | 4,86,000
Profit & Loss Account for the year ending 31st March, 2009
Particulars Rs. Particulars Rs.

To Opening Stocks 42,000 | By Sales 3,00,000

To Purchases 2,94,000 | By Closing Stocks 1,20,000
84,000

4,20,000 4,20,000

To General Expenses 33,000 | By Gross Profit b/d 84,000
To Depreciation 24,000
To Preliminary Exps . Written off 3,000
To Provision for Tax 12,000
To Net Profit c/d 12,000

84,000 84,000

To Dividend 3,000 | By Balance b/d 21,000
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To Balance c/d 30,000 | By Net Profit for the year b/d 12,000
33,000 33,000

gl !

Funds Flow Statement for the year ended 31st March , 2009
Source of Fund Amount | Application of Fund Amount
Rs. Rs.

Fund from Operation 51,000 | Fixed Assets Purchased 1,47,000
Secured Loan Obtained 1,20,000 | Tax Paid 6,000
Dividend Paid 3,000
Preliminary Expenses paid 8,000
Increase in working Capital 7,000
1,71,000 1,71,000

Frefer fReoafora ¢

(i) Schedule of Changes in Working Capital During the year

31st March, 2009

ending

Item of Current Assets & Balances Effect on Working Capital

Current Liabilities 31.03.2008 | 31.03.2009 Increase Decrease

Current Assets: Rs. Rs. Rs. Rs.

Inventory 45,000 1,20,000 75,000

Debtors 15,000 60,000 45,000

Prepaid Expenses 6,000 12,000 6,000 44,000

Cash 50,000 6,000

Total (A) 1,16,000 1,98,000

Current Liabilities:

Sundry Creditors 42,000 1,17,000 75,000

Total (B) 42,000 1,17,000

Working Capital (a)-(b) 74,000 81,000 1,26,000 1,19,000

Increase in Working Capital 7,000 7,000
81,000 81,000 1,26,000 1,26,000

feoqolt © & & o 3mAe va guieta ®or @ AR-Tel afdcd AT

(i) Preliminary Expenses Account
Date Particulars Rs. Date Particulars Rs.
1.4.08 To Balance c/d 10,000 | 31.3.09 By p. & L. alc 3,000
? To Cash a/c (bal. fig.) 8,000 By Balance c/d 15,000
18,000 18,000
(iii) Fixed Assets Account
Date Particulars Rs. Date Particulars Rs.
2008 2009
April, 1 | To Balance b/d 1,50,000 | Mar, 31 | By Depreciation al/c 24,000
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? To Cash a/c (Purchases) 1,47,000 | Mar, 31 | By Balance c/d 2,73,000
2,97,000 2,97,000
(iv) Provision for Tax Account
Date Particulars Rs. Date Particulars Rs.
2008
? To Cash a/c (tax paid) 6,000 | April 1 By Balance b/d 3,000
(Balancing Figure) 31.3.09 By P. & L. alc 12,000
31.3.09 | To Balance c/d 9,000
15,000 15,000
Adjusted Profit & Loss Account for the year 2008-09
Particulars Rs. Particulars Rs.
To Depreciation 24,000 | By Balance b/d (1.4.2008) 21,000
To Preliminary Exps. w/o 3,000 | By Funds from Operation 51,000
To Provision for Tax 12,000 | (Balancing Figure)
To Dividend 3,000
To Balancing c/d (31.3.09) 30,000
72,000
3¢1er lllustration 7:
s diaea At g ¢
Balance Sheets as on 31st March
Liabilities 2008 2009 Assets 2008 2009
Rs. Rs. Rs. Rs.
Share Capital 9,00,000 9,00,000 | Fixed Assets 8,00,000 6,40,000
General Reserve 6,00,000 6,20,000 | Investments 1,00,000 1,20,000
P. & L. Account 1,12,000 1,36,000 | Stock 4,80,000 4,20,000
Creditors 3,36,000 2,68,000 | Debtors 4,20,000 9,10,000
Provision for Taxation 1,50,000 20,000 | Bank 2,98,000 3,94,000
Loan - 5,40,000
20,98,000 | 20,84,000 20,98,000 24,84,000

JfaRed ga=m:

(1) 16,000 & & fafraer a& 2009 # 17,000 & # s I |

(2) a¥ & gRreT 18,0000 &. I X STl FoATAT IAT: |

(3) a¥ & aRTeT 20,000 &. YFasd Hed H TR FFafed 24,000 & F 997 5 |
(4) 80,000 ¥. &I WTHIRI a¥ F FHMRT |
31 AT 2009 I FrFfer Golt IREdT aifeder d -y Jarg fFavor AR &

Schedule of Changes in Working Capital
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Item of Current Assets & Current Balances Effect on Working
Liabilities Capital
31.03.2008 | 31.03.2009 | Increase | Decrease
Current Assets: Rs. Rs. Rs. Rs.
Stock 4,80,000 4,20,000 60,000
Debtors 4,20,000 9,10,000 4,90,000
Bank 2,98,000 3,94,000 96,000
Total (A) 11,98,000 | 17,24,000
Current Liabilities:
Sundry Creditors 3,36,000 2,68,000 68,000
Provision for Taxation 1,50,000 20,000 1,30,000
Total (B) 4,86,000 2,88,000
Working Capital (a)-(b) 7,12,000 14,36,000 7,84,000 60,000
Increase in Working Capital 7,24,000 - - 7,24,000
14,36,000 | 14,36,000 7,84,000 7,84,000
Statement of Source and Application of Funds
Source of Fund Amount Applications of Fund Amount
Rs. Rs.
Funds from Operation 2,59,000 | Dividend Paid 80,000
Sale of Investment 17,000 | Investments 36,000
Sale of Fixed Assets 24,000 | Increase in W.C. 7,24,000
Loans raised 5,40,000
8,40,000 8,40,000
Frefier fecqforar
Adjusted Profit & Loss Account
Particulars Rs. Particulars Rs.
To Dividend 80,000 | By Balance b/d 1,12,000
To General Reserve 20,000 | By Profit on Investments 1,000
To Depreciation 1,40,000 | By Profit on Fixed Assets 4,000
To Balance c/d 1,36,000 | By Funds from Operations
(balancing figure) 2,59,000
3,76,000 3,76,000
Fixed Assets Account
Particulars Rs. Particulars Rs.
To Balance b/d 8,00,000 | By Cash (Sale) 24,000
To P. & L. alc 4,000 | By Depreciation (bal. fig.) 1,40,000
By Balance c/d 6,40,000
8,04,000 8,04,000

Investments Account
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Particulars Rs. Particulars Rs.
To Balance b/d 1,00,000 | By Cash (Sale) 17,000
To P. & L. alc 1,000 | By Balance c/d 1,20,000
To Cash (Purchases) (bal. fig.) 36,000
1,37,000 1,37,000

Al T TRAISTT I dTef, &1ffcd AT -7 ¢ |

3¢1gor (illustration) 8 :

I gl UUs Tew & 1 3tder, 2008 AT 31 AN, 2009 F Y 39 YRR

-
Balance Sheets

Liabilities 2008 2009 Assets 2008 2009
Rs. Rs. Rs. Rs.
Creditors 40,000 44,000 | Cash 10,000 7,000
Mrs. Harish’s Loan 25,000 - Debtors 30,000 50,000
Loan from Bank 40,000 50,000 | Stock 35,000 25,000
Capital 1,25,000 1,53,000 | Machinery 80,000 55,000
Land 40,000 50,000
Buildings 35,000 60,000
2,30,000 2,47,000 2,30,000 2,47,000

ay # 10,000 &. &T o1 T #;LfeT (Thid g 3,000 &) 5,000 & & &<t
7S | AT W g F O urawnsT | #r AW 1 3e, 2008 Fr 25,000,JUT
31 A, 2009 &I 40,000 ¥.2T | 3EIOT 17,000 &. 1 |
3Ry (1) wrele 9ot & aRade &1 faeRor, qor (2) FIY yag fJaer R

ERG
gl !
Schedule of Changes on Working Capital
Item of Current Assets & Balances Effect on Working Capital
Current Liabilities 31.03.2008 31.03.2009 | Increase Decrease
Current Assets: Rs. Rs. Rs. Rs.
Cash 10,000 7,000 3,000
Debtors 30,000 50,000 20,000
Stock 35,000 25,000 10,000
Total (A) 75,000 82,000
Current Liabilities:
Creditors 40,000 44,000 4,000
Total (B) 40,000 44,000
Net Working Capital (a)-(b) 35,000 38,000 20,000 17,000
Increase in Working Capital 3,000 - - 3,000
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38,000 38,000 20,000 20,000

Funds Flow Statement

Sources of Funds Amount Application of Funds Amount
Rs. Rs.
Loan from Bank 10,000 | Purchases of Land 10,000
Sale of Machinery 5,000 | Purchased of Building 25,000
Funds from Operation 65,000 | Payment of Mrs. Harish’'s Loan 25,000
Drawings 17,000
Increase in Working Capital 3,000
80,000 80,000
Frefier fecqforr
(i) Funds from Operation Rs. Rs.
Profit for the year (1) 45,000
Add: Non-Cash Items :
Depreciation for the year (2) 18,000
Loss on Sale of Machinery 2,000 20,000
Funds from Operation 65,000
(i) Capital Account
Particulars Rs. Particulars Rs.
To Drawings 17,000 | By Balance b/d 1,25,000
To Balance c/d 1,53,000 | By P. & L. Alc. (1) 45,000
(Balancing figure)
1,70,000 1,70,000
(iii) Machinery Account (at cost)
Particulars Rs. Particulars Rs.
To balance b/d By Cash A/c (Sale) 5,000
(Rs. 80,000+Rs.25,000) 1,05,000 | By Provision for Depreciation 3,000
By P. & L. Alc (Loss on Sale) 2,000
By Balance c/d
(Rs. 55,000+Rs. 40,000) 95,000
1,05,000 1,05,000
(iv) Provision for Depreciation Account
Particulars Rs. Particulars Rs.
To Machinery Alc 3,000 | By Balance b/d 25,000
To Balance c/d 40,000 | By P. & L. Alc (2) 18,000
(balancing figure)
43,000 43,000
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7.7 9aNa FIY yarg fAavor

Ig oy qaigarer 1 e g@eie &, 388 Ao 3af & oy 3mr 3=
arell 39 & TEAT A fFA-foreT Al & 9T UIod 81 dUT Fgl-dhal SelehT
39T BN SHHAT GEGAT @ & | 38 gg die] a¥ & onerglis @rd 9 &g
& MUN T R 3@ 7 gt arel aRadel &1 AT oema] Jaid =g
R X 38& a1 g+l el ¥ v&ifa #iv gyag {awor IR axa & |
38 AR 3eTe’0T & FHART I § |

3¢rgor (illustration) 9 :
31 AR, 2008 & vaw fAffes #r fgr e &-

Balance Sheet as on 31 St March , 2008

Liabilities Rs. Assets Rs.
Capital 1,20,000 | Fixed Assets (Less Depreciation) 50,000
Creditors 25,000 | Stock 45,000
P. & L. Alc 8,000 | Debtors 25,000
Cash and Bank balances 33,000
1,53,000 1,53,000
31 A, 200 9 H AT g dlel a¥ & foIv gaer o =T A oo §-
31 S=adr 2009 d& War g AT 2009 H
E 1,52,000 &. 10,500 &.
fasa 2,24,000 & 25,000 &

sfaRea gaae © () TR @Fafeadt & &7 # 15,000 & Afader &= &
e fohar amr §, Toied Qe Hod W 10% i & ¥ giiad fohar Sirer § |
(i) SAGRT T HIATT HL T SAGRT F UIed ey H GFY fqeaaTr & A
g | (i) cgaa g 9 33 1/3 9faerd & e offd Afoid Xl g | (iv)
el o & A6 WHT T (810 H BIsd g0 fasha 1 12% g |
31 AR, 2009 & AT gl dd ¥ & AT T vaRd FIV Yarg faavor
IR fE |
g . FIY yarg ARoT § qd HUd H-gifa @rar qur fer a1 3ad+ g |
Projected Trading and Profit & Loss Account for the year ended March
31, 2009

Rs. Rs.
To Opening Stock 45,000 | By Sales 2,49,000
To Purchases 1,62,500 | By Closing Stock (balancing 41,500
figure)

To Gross Profit c/d (1/3 of 83,000

sales)
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2,90,500 2,90,500
To Expenses (12% of sales) 29,880 | By Gross Profit b/d 83,000
To Depreciation:
Old Fixed Assets 5,000
Additional Assets 1,500 6,500
To Net Profit 46,620
83,000 83,000
Projected Balance Sheet
as at March 31, 2009
Liabilities Rs. Assets Rs.
Capital 1,20,000 | Fixed Assets
Creditors 10,500 Balance 50,000
Profit & Loss Alc: Additions 15,000
Balance 8,000 Less: Depreciation 65,000
Add: Current Year Profit 46,620 54,620 | Stock 6,500 58,500
Debtors 41,500
Cash (balancing figure) 25,000
60,120
1,85,120 1,85,120
Projected Schedule of Changes in Working Capital
Items of Current Assets & March, 31 Effect on Working Capital
Current Liabilities 2008 2009 Increase Decrease
Current Assets : Rs Rs. Rs. Rs.
Stock 45,000 41,500 3,500
Debtors 25,000 25,000
Cash 33,000 60,120 27,120
Total (A) 1,03,000 1,26,620
Current Liabilities :
Creditors 25,000 10,500 14,500
Total (B) 25,000 10,500
Net Working Capital (a)-(b) 78,000 1,16,120 41,620 3,500
Increase in Working Capital 38,120 38,120
1,16,120 1,16,120 41,620 41,620
Projected Funds Flow Statement
Sources of Fund Rs. Applications of Fund Rs.
Profit from Operations Purchase of Fixed Assets 15,000
Net Profit 46,620 Increase in Working Capital 38,120
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Add : Depreciation 6,500 53,120

53,120 53,120

7.8

TR

3T 3HE & ATLTH ¥ A FHryehe doit # gRkadsT &1 Aaxor 97 gaer drar
S f& @ Fafadt g are] aiffcat 7 & AR & S aRada & e
S & | Ty & 9o ¥ Y A e aRd THET R RV AG, o
fiee 7, IR a1 @Fufea, $HA 7 3T TFdcadl & FARSE & &
TRIATA o Y& T IRTeled A IV Fgelld & | PN & AT T T4 W= 8g
FIY garg [AROT FHACITIT: VAT €T H & T AT §, I§ aF Al &
9T P F AT T 3WT HY AT § |

7.9 elecIdel
— URAMdT ¥ PN - gaqT & A § Afod gl arelr Sy gRares Sy
FEAIT ¢ | 30 IR aRaEree #Acl, IR Vs Ach 7 IR AT A 1 FASA
AT A & |
- R [ - gHEgadr dewele Afaet # wgd § Sefh IR
ke fafeier are @edfa Fgard § |
—  3edRHA WA - o A AT § FF0eil H gro AT I q@d gu o«
FFTeAT Y & GRIeT SATHIRT I SIYOT T fIAROT AT § df 39 e ATeier
FEd ¢ |
7.10 EOURY Y%A
HfATYcAUTHF T
1 U de <F9dT H 8 Hideud, 1000 %KUMT Yedsh 100 & drel 5 giderd

NATH W I FY | 37 Y9EgR H FIY yaE [T & FI @i |

T FFITT T TTe], G1idcd T Th -Uh Ag foli@yd Siardr el goir 7 sel
g & |

Teh UHT 38eX0T ¢ fHad are] cIq@y % el W IV & 39ANT sTgl glar
gl

T UHT 3A60T & ST Ueh doldl g 31 Saurd 3 fhdr JId dd &I & &&d
e & |

5 AR I dre| @at & A faar |

IREATT ¥ Y ' T 0T R AT IRIETE @It #r 3nfeaf@a s &
AC & FAT JYHG YSIT |

TYICHE TR
Y€ Fehe Joit # aRadst $r drfcer &1 aea Jem3? |
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N

FIY yaE fIaR0T & GFT I §U 4-4 HIY & 3YART g TG H Al &l
3eod H |

AT W TIPT W A T Ihfa f 7 &, 59 B R @ e
R & T I3RS I Tl Ag AR AT aF 3 AR P hd TR
fe@mre|

TR gFfeadl & iHedished ARG 1 AV Jalg §0d §AT fFd JhR
fe@riar |

fAFeifhd a3t & FIY yag faRor & §97 § FFafeud A & FF gaR
fe@mreT, Sasy |

2008 2008
&, &,
FIT (AHTd ) 2,00,000 3,00,000
TSy - TSI g 20,000 32,000
1,80,000 2,68,000
IfaRed g« :
(1) 20,000 &. @M HI FIT @Gl T 160 FHAT 37" 100 & arer 125 & gfa
37T W SR R |
(2) 15,000 gFa® Hed & TIF (THAA g9 5000 ¥) 13,000 & H a¥ &
SRTeT & |
(3) T T FAET H Wlad FAY 60,000 & HeI & HIT & oo AFG
qarereT foham |

TEAId @Tsier Fr IR A FHAe AT U FIY HE fIROT H R FHIT
T3

RErUTcHS YA/ SUEeIRSE WA

HIY yarg [Aaver & AT & Feafaf@d Ach #1 cgaer v 9&R foRar Srar
g

(1) A F T &S, (2) I AT (3) NedRA ATHLT (4) 37T Yolr
IGEECH

ST BT WA GaRT AT AT Yg WATH FN HT FHT § 1" FH HUA H
STEAT |

a¥y 2009 & Y & omergia @a &1 AY 3,13,600 ¥ & SA&fH a¥ 2008 F
&y & I8 2,54,800 & AT | ¥ 2009 H @AY TIT FH 39,200 .
gediad # f&d aur 58,800 &. 3ecdRA RN YHET | ¥ 2009 & 13-
gy @ & e okt =mer fr 715 g9 78,400 &, &l & fosir & g1fr
39,200 . T Tuifa &7 39e@- 19,600 &. |
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gRETeled & IV T 0T HfST |
3ca¥ - 2,94,000 .
4. TH HFA & 31 GEFR, 2008 TF 2009 & AT IFF & MR W SN &
AT TG 391 T TIaROT FASY |

Liabilities 2008 Rs. 2009 Rs. Assets 2008 Rs. 2009 Rs.
Share Capital 10,00,000 | 14,37,500 | Plant & Machinery 1,87,500 2,50,000
Creditors 2,65,000 1,75,000 | Stock 3,02,500 3,40,000
P. & L. Account 35,000 77,500 | Debtors 4,52,500 4,25,000
Cash 3,57,500 6,75,000
13,00,000 | 16,90,000 13,00,000 | 16,90,000

3 : Increase in Working Rs. 4.17, 500; Funds from Operation:

Rs. 42,500.

5. S TH Seof ¥ied ff@cs @1 2009 vd 2008 JelellcHs IST 36 YehR AT:

Assets :

Cash

Debtors

Stock

Sinking Fund Investment
Land

Buildings

Furniture & Fixtures

Liabilities :

Creditors
Bills Payable
Loans on Mortgage
Capital
Sinking Fund
Profit and Loss Account
Provision for Doubtful Debts
Depreciation Funds:
Buildings
Furniture & Fixtures

2009 2008

Rs. Rs.
56,000 42,500
1,06,500 | 1,17,500
1,75,000 | 1,53,000
80,000 60,000
50,000 50,000
3,00,000 | 3,00,000
40,000 35,000
8,07,500 | 7,58,000
75,000 90,000
50,000 37,500
2,00,000 | 2,00,000
2,50,000 | 2,25,000
80,000 60,000
69,750 81,375
6,750 7,125
60,000 45,000
16,000 12,000
8,07,500 | 7,58,000

R ToiesT ATARFT FIAT & ST &
(1) 2009 # g o 33,375 & AT |
(2) a¥ # 25,000 ¥. & SATHTL I FardreT fHar |
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IWIEFd FIATHT F IMUR W HY & AT Td 39907 w7 fIaR0T v wrdefier
qoit # aRade &1 faaor g sy |

3cad¥ (Increase

Operation Rs. 52,375.)
6. Ts WEER! B & i QU gu &gt I #gradr @ a¥ 2009 &1 G # AN

in  Working Capital Rs.

27,375; Funds from

gatg TAaRor IR KIS |
Liabilities 31.12.08 | 31.12.09 | Assets 31.12.08 | 31.12.09
Rs. Rs. Rs. Rs.
Capital: Ram 1,00,000 | 1,20,000 | Land & Buildings 1,10,000 | 1,50,000
Shyam 50,000 55,000 | Machinery 2,00,000 | 1,40,000
Loan from Bank 1,60,000 | 1,00,000 | Stock 50,000 45,000
Creditors 90,000 | 1,00,000 | Debtors 60,000 78,000
Bills Payable 50,000 40,000 | Cash 20,000 25,000
Loan from Mrs. Ram 25,000 | Deferred Revenue Exp 10,000 2,000
4,50,000 | 4,40,000 4,50,000 | 4,40,000

sfaRea g@ae :

(i) IRFEAF Ielr W 5% TS HT e T SIS oMl & 9T a¥ 2008 H wa
o g MY 60,000 &. HAMT |

(i) a¥ 2008 # 40,000 ¥. oW FHr #AMA (THEFT g 12,000 F.) & 13,000
. H SO | B & IS P g

31.12.08

N GRERICE]

e RliE )

30,000
59,000

.
.

(iii) ¥ 2008 & eI 20,000 &. 3ifaRed geh omar |
IR - (FRfi GOt # Y 18,000 ., FY vaw [@&Ror &1 AT 1,94,500

)

31.12.09
38,000 ¥.
85,000 ¥.

7.11 ey I

A W DN P

P.V.Kulkarni -Corporation Finance .
Financial Management - Khan, Jain.
Management Accounting -M.R. Agarwal.
Management Accounting - S.N. Maheshwatri.
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Sl - 8 drRfe Yol I Y9y (Management of
Working Capital)

FHS T FTRAT-

8.0 3T

8.1  g¥dm@eTm

8.2 Mt dh & 3 va gRemerd

8.3 Il Yl dr IaYUROm

8.4  wriefer ol T 3MaRISHdr Ud Hecd
8.5  3fd ®rRRfia & & A

8.8  FIM Yol & FHER

8.7 el G & &d

8.8 il ISl & wHIfdd e arel "eHh
8.9  @rieler Yal &1 37ATeT oemat 1 faferar
8.10 d% @ # Rad d& Hr qfFw

8.11 erearde

8.12 TR W

8.13 HeH 7Y

8.0 3™
SH AT &l Yool o IATd 39 THAST g foh -
o FIM Yot T ¥
o yGEN H FRRAT Yol &1 1 #Aged ¢ ?
o FAMT Yol FT 0T P IR & Hr T Fehall 82
o NS G & T Flawr &2
o M Yol A wanTfad e aTer Tedh HlaAd §2
o 3 FRRM GGl & T v §

8.1 J&drddr
freT off caraERs TeTesT & TaTed & O dINr I IaRTHar gt g | o
AT AT H Uil HgT ST § | STIATT o Sraehleisl 361 & 9fd & o
St ot fafater fr Srehr 3@ Qewrelerdeh &gd § | curawfds e ar
g8 Tehichl SATIRT 81 AT TYF Thet] HFdall, eJaE0T H RecRkal T @l
& fod, SN F=3 A 1 FI A, AGGY THle, AT I H HIAT
LA, TR AT F GIdd el W MG & oy o ool &r smaeasrar
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g & 39 Freher 9ot (Working Capital) #gd & | dreierelid ot 7 s7a,
7, A, weitaR scafe 7 don & fafeer &a &, sa9 d@9ea & arar
(Infrastructure IR gidT § fheq et & FF &1 a1fd & & for o &Gl
T AT Il § 38 FHreiel Yoit Hgl SIr & | Srehloilel Yoil TS
forr 81 34 R & T FFPEX A hardware. F T ¢ fheqg Feogex &7
3UART & oy Software $r 3TaRISAT gy & AF 3E YHR F TH
iloel & et wiafesr & afafafrt & o srRier doir v 3maeasar g &
| Erereled Yot foar Fryeler ot & Faurd & | 3a# Yo &1 fafaarsisT
3o & o glar § 31d: 30 3fedenrell Gair (Short term Capital), axer
gair (Liquid Capital) =seefier gaft, (Circulating Capital) 312raT srieiter dair
& AT T oY ST ST |

8.2

Frdeler 9ot &1 3 vd gR®W™  (Meaning  and
Definition of Working Capital)

Ffie dolt orsg ar eeal & fAe aR & § guH sefie, foaer 3 §
T H AT 7 A ¥ 3T yaET Y ge F O F & | deh #
Alfgr AT T ¢ |

HIUROT recl H el Yol 1 31 JaqaT & Halelel &l o o 5@ ar
T aRIRar g & 30 FAMT G Fed § | sER Fo wHw aRemwid
ot R & -

s, Aae qur Bres F AR - FAMST ot § e are] woafeadt ¥ & |
AR F HER - “FS T RS o wifed, S a1 FEafeat A iy A @
ag Fraefier o & off gfg R &, FHifF T wm & & I

F.ow. AT & AR - Al FFAfeadl T AT § FadT i Frdeler geit g1’
restadt F TR G & e T & geemr § -




8.3 HRIMSl Yail hl ATEROM

FE G & 3T AGERE o # aa T H Fo FFdfeadr (Total
Assets) & 3F AT § § I IIAT & HHET IRATeld H TH Ta&T T gEX
&0 & qRafdd gl @ & wRihe dof &7 adfds 3R @Ese & O
3T TAffesT TUROM3T (Concepts) HI TASTAT AETS & |
ST a1 YW HTUROMT § -
o T 3@URCN (Static Approach)
o uREres I aURUT (Operating cycle Approach)
FERET 3AUROT & HgAR SRR G & 3 e AfRga [y @t
R R I AT F 3R AT F A S § | =Y (Balance Sheet) &
MR X FERNST Goll a7 JehR & & Fehell &
The HRIENS Yo, $H FTUROT & AR [l carqaide S8 & a9 ed
el TFafeadl (Current Assets) & ART HIITMNS Yot gl § | @Tef
rafcaat # @FT grafeaar anffer & s §
(i) &%g AY (Cash Balance)
(i) &% & AT (Cash at Bank)
(iii)y 9rca fagT (Bills Receivable)
(iv) 3ifedd Tkt (Closing Inventories)
(a) =ar AT (Raw Materials and Components)
(b) 3§ fAfAa &Ter (Loan and Advance)
(c) R At (Finished Goods)
(v) =g &R (Trade Debtors)
(vi) ®vuT g 3#fIA (Loan and Advance)
(vii) 3reurrele fafadier (Short Term Investment eg . Fund invested
in Government securities Shares, Short term bonds)
(viii) qdeed < (Prepaid Expenses)
(ix) 3wfsia 3mT (Accrued Income)
TATT Tl FFfeadl STaarT & IRl H TgRIeh a2l oTHTelsl &FdT &
g T FR AT § | A Tl FFIeadr H1 A197 & Frae Gl FHgear g |
Thel RN qelt IRATTeAS Tge] & 3T Yol & O & T N AR W
#fow g & & foheg I8 TEAT T aafas Ufa g 7 wwa § Fifs
o= are afdicat &1 sreTT R Ryl sacAs & a&dr ¥ |
Ug FrRME et : 38 HAURCT & AR e FFUfcadl & dle] alfdedl T
INMTAFT T FRAT Golt Fgd § |
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Networking Capital = (Total Current Assets - Total Current
Liabilities)

NWC = CA - CL
T, &Tical # oot aridca enfaAer &6 o § -
SAII& oielgR (Trade Creditors)
¢ faa (Bills Payable)
d& 3fafaey (Bank Overdraft)
gad %UT 33 (Provision for Doubtful Debts)
3ecd eI (Outstanding Expenses)
TSI 3MT (Unearned Income)
3feqaTallsl HUT (Short term Loan)
myfas T 7 g FRNT §6ir AauReT A HfOF AT ured § |
Thd FRNE el a1 g FRRNA Yo # AT 3EeRor ganT Ee &
FHST ST Fehll ¢ |
3EEI0T 1 : 31 March 2009 &I Sief TUS #odell & e &g & el T UG
Frefier ot (Gross and Net Working Capital) A1 FIfST |

Balance Sheet of Jain & Company Ltd.

(As on 31st March 2009)

Liabilities Amount | Assets Amount
Rs. Rs.
10% P.S. Capital 2,00,000 | Land 2,00,000
Equity share capital 5,00,000 | Building 7,00,000
Securities Premium 1,00,000 | Plant & Machinery 2,50,000
Reserves and surplus 3,00,000 | Goodwill 30,000
8% Debenture 2,50,000 | Furniture 20,000
Creditors 1,20,000 | Short term Investment 2,00,000
Bank Overdraft 30,000 | Inventories (stock) 1,00,000
Provision for Taxation 1,00,000 | Sundry Debtors 80,000
Outstanding expenses 5,000 | Prepaid Expenses 2,000
Unearned commission 3,000 | Cash Balance 6,000
Bank Balance 20,000
16,08,000 16,08,000

gd (Solution)

(A) Gross Working Capital : (F&er FrRiie gafY)
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Total Current Assets Rs.

Short term Investment 2,00,000
Inventories (stock) 1,00,000
Sundry Debtors 80,000
Prepaid Debtors 2,000
Cash Balance 6,000
Bank Balance 20,000
Gross Working Capita 4,08,000
(B) g ®rRfha gaft (Net working capital)
NWC = CA-CL
= Rs. 4,08,000 - Rs. 2,58,000
= Rs. 1,50,000
Total Current Liabilities : Rs.
Creditors 1,20,000
Bank Overdraft 30,000
Provision for Taxation 1,00,000
Outstanding Expenses 5,000
Unearned Commission 3,000
2,58,000
qRETes 9% IAURON . [HE AaRe HEIT A fhdell g Yo Hr

HTRTHAT g, TE 3 TEIT & Yg IR I HI AT Td qRETeT
el I AR A & | R 3cuTee Herod A el AEA & R Hoelel
e faha TUT SMERT U oehg TN deh Aol TeaarshAl &I QU el & S
A oEIT § g IRETele Uk Fglal & | 3§ U oeh I M &l & ol
o Gt &1 3naRzsar g & 38 Fefe $Gfr Fed € |

frel off 3ushd &1 URFH Uhs & B § 38 Vg § 3G &g Fod Al &
FT TRAT SATGT §, 3cdlead UfhaT SarT Fed A & ARG 7 [T Ao
IART ST § T 36 AT T e 3T 3UR 3T fFam S1ar ¢ | SRt &
Tfr ager dr S § Yol 39 I Vhs F g T & o Al &1 %y fhar
STar § | e R garT 38 3l § §HST A dehdl & -
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8.4

wrefier S I 3Maegendr Ua #Agcd

A e 3URA & o FRhe i T arg & aHwst § | 3Ra
AET # VTS GFdfeddl & Yaetl F ol AT § SIGHT & Halolel g1 fohar
ST Tl § el 31 TS FFAfeadl T gAicd YT Hlh &1 cgaarg H ol
FAT ST T § | TS FFafeddr & Qo7 39T Frefa 46 & 3R
ey W IR &ar & | FRRie G 1 smacaar fRet 3usA @ g@arfea
% FIN de Yg ol Tl & | 3T & 38 MYfAF o1 7 S & swecged qormelt
W ImRa § FRla o &1 cgaay # d@r Agcd g off HFogeR A
Software & g fo=T Software & FFCIX FH HIg IUANT T ¢ Sk AT
YHR e wRpRle ot o Rl 3UshA &1 dedstr T AT ST S dehell & |
SIGHTT hT AT HRAART ST TARTd T H FdTold Hlel o fold dHed ATl
FT Y FGE, TR AT FH IR FAT, AT I AT, IR ATl
HT Tl TWeAT, AT H 3YR fOsrg Fear nfe @l FaEr & o sl
Yol 1 3TEeThar ISl & | T wrdRliel doit & U IUhH I A
qMHE -
fagran3it Y aewrer sgarareT (Quick payment to Suppliers)
TEAT 3791 TAHaT3lT il FAT W AT FX Tl g, o0 308 HafAd &
& FHodT AT 370d Hed adT T8 FHT T UIed A H g Hioas el gl
WUT-4THAT U9 W@ A gfY (Increase in Debt Capacity and Good will)
g FRRME dofl 3Tl eNYe--8TAdT T Jdish gial §, 3id: 3MaRTehdl IS
W HEAT AT dchlel FHOT UIod el H HidaATS A& 8l | FOT Wied el &hr
&TAAT YT 3THI TG & HRUT AT H 3c9GeT T AR i felkeax foar
Rt Feprac & o wEaT § |
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A% e (Cash Discount)

TEAT 39l fAharsit & @G -3 AT T bGP Fh 34 oI QT
gred X ThAT § | IPR AAT AT T dRd FA Tk AT & Hod H AT
FT Fohdl § AT 3T ATghT I 3THYF AIRF g g (AT FaT Thell B
gafed ot @1 f&aavor (Distribution of Adequate Dividends)

o dear & Fife I fr FAT A1 3HE USAT § 3TA IS ATH gled
W #ff gaAfdf@der (Ploughing Back of Profits) &t& &RiRla et 7 Jfg
AT gaT § | 30 fAuld o deamsit & qaed sdefiier 96t gidr € 3a9
AT g WX e gRauTgde Siar ST FhaT ¢ O FEGE & 3RERY
HeSe Tl & a7 F#aer &1 gfasgfadt &1 aeiR 7o R @ ¢ |

IR HIEA T a9 (Exploitation of Favourable Opportunities)

e Rl 9o g W EET AT off 3ngRd IEER - A oo
38T THhd § | AT AAT #T 957 I Iod gl W AT Fod Al
HHA A g B TEATEA B W EET 3T AT A wREle Il e W g
HIERT FT ATH 9Ied H Fhel ¢ |

d+1 & mor-wifta & FRAur (Easy Availability of Bank Loans)

gAed FRfie 9ot gl W HEAT HT Feudleled MU &THAT ST gl &
ed df & gIfaT F1 w8 §hd & | Ted sl 4ol ' 7 TR
3cad Ifasfa AT ST Fehdr § |

FEFAEar # gig (Improvement in Efficiency)

g FIR il 3YeeY gl W TdTelhl g Yaedehl I P Il I 9IOT
ATy § JUT 3§ WROM & 34 W AAANSS TG Usarl § o9 I8 &
AT Hf F ST 3cTeel o181 @il & | HAARAT &l IdeT FAT W f&aRkd
R ST § | FATRY| AT Yt McATARard & AT Aheldlgash Hr i
¢ o FRigadr # I el § IUT T AT FEdl & |

8.5

sfasraefer ot & av

frey TEar a 3udera afttd omer Jef wied 81 Fahdl ST §EIT & 9rE qed
FRfieT Goft 39cretr gl gaied eRRie 4ol T 3R 3Maeahansit & 31w
Yot ¥ 78T SR ST anfgu | ged de & ifdury Igt 3faa 9o ¥ ¢
a1 gica Fhe G & 3 sila 6 @8 & v giflasrs
g g Tt § | Ff-wsl FHaEdr A ol & IaTHhar § s
gfdferaerst, 3ifte qelleor 3pER amrer Aifd vd QT ey geew &
FROT FIIMT il MaRThc13 & 3w g Sar & | 388wl gofr &
T AT TRIF UST Al § AU SEY YT H WcdHed Aodr §,
aRTHAT ¥ 31w Frdeler golr o grfeiemas gl | 36 wog@ Ay fawst
¥
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HATERYF WHIA  FT AT (Unnecessary Accumulation of
Inventories)3rcaftier &R qor @ Rufd & emaegs awelr # AfUs
faferainer giar & fored el i ar, ey qur arfd T §FraeT dedr § |
"eIcAS o gafed (Speculative Profit Tendency)

HERITHAT ¥ AF FIfe Ioit Tl &1 310 T I e dgeAs
oms ggfed &F dgrar & |

et @@ Afa (Defective Credit Policy)

3t FRRAT GGif § 3R A/ sifd & go Aelar § 91 ager & o & &r
ST & o g9d ®%OT (Bad debts) dgd § 94T ol W A9l wa 9sar
g |

gt FFeAear (Managerial Inefficiency)

HARew FRMe Gl Jawtdhld el &1 Teilh gidl §, Fifdh Yoot
IS T FATAT 3T A H HABA g ¢ |

8.6

wrdefier gt & 9K (Types Of Working Capital)

FRfieT dair 1 Feffersor ar 9o - (i) FIgT 3@urom, qur (i) 999 & 3mUR
W foRar ST Far § | g7 3UROT F 3R W FIES §of g gg wrRie
4o fower fagosr 9@ & fFar o g &, 7 gefipa & S & | T geffemeor
facda geeus $r e & 3fF FAgecaqol & | 7T & IR W Hrele
ot & - (i) Tl a1 Fafaa srkhe 96, aur (i) IRadeaeier ar el
FrRler golt & aefipa frar Sar & o = & R & gefar o= &-

s St 8\

v
v Y
fesT SR @ IR W T T IER W
v v
v Y L2 v
BEEIRRIC HERUKIG ) spran faf el aferar
v
Y ¥

YRR 3rvrar fAafaa srfe GGt (Fixed or Regular Working Capital)

TRl a1 fAafAa sriehe oh ag saRadaeie =gaae i § S cgaarg &
R w9 ¥ RfFASa & ardr @ 9 5% cggu & aAey @ared #
dehe, A 9RATAd gl T ST Hehell | STGET & FaA® & & ool & o
Fo o Rl 7 Rl ®7 & cuaEy # TR ¥ @ @A gBaT ¥ | oW
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3cdiesT H ToReRar & AT sge9dd A # &odr el &1 ¥eiedh, Hdr AT
& gfd ?q AT A &1 sgeasd e, ATl Ud FHAA @ AT
Al &1 daa g HolQQ dUT 4 H ~geIdd AV 3ME | o1 Fel a3t
& T FFfe ot i TaRThar TR §9 F @ &, O T el
qolf Fed & | 390 Golt T cgaedr off Srdeprelled &l & & 7 St § | Toset
afafa F 38 9eR H FRRAA GEl S GRART dref Fdfeadr (Core Current
Assets) #T TAT & & | TURY wRRN Got A RAeifrd QAeamd g & -
o IE HYAT TI®T U dle] FFdfed H @A H Sgoldl @l & |
o HIMNT Yol T INYUR Ja@rg 1 g & T Feoldr Tl ¢ |
o 9 deh QAT dTe] &< &, Yoil & ST HWET &l J87 AT H a0 seell o
e |
uRaderelier srear remd srpRfier g6t (variable or Temporary Working
Capital) ®fiar Gif & WMWY TR ¥ IR 5 i AT IRadermie ar
FEURT FRRNA gol @l § | fheg SHHT AWT §HIEAT W 36 U9
fawa & 3rar aRafdd g @ § | 3 g1 weufeadl # Rfadfaa g6
T IR 3ryar gRaeRer & Bl & | Toraeh! faed egaedm 3ieushiolisl &idt
T A E | TR Gol ol & geR A g § -(37) Atme, v (@R[ |
@n  wlgeh sife GGt At ki G @ s 3w G @ @
e IrmaFar { af a7 T a T Algw A O ¥ S -
AT & ITGTadT H HHS 3ol arel AGH H 3fF Yol T AaeTemar
gl §, Siafeh 38 a1 Sd gl gl | 3T kg Al 39T el
aE 3caer, WheRe, e e Alaedr aegl 3cufea & arelr
TeUst A o & AQ F gicd wRiRle ol i maEddr g §
JUT AY AL |- H SR HEIHAT dgT HA gl & | AGHAr wrdehe
Goll 3redetellsl Ipfd #T gl & FRUT FHHI TGEAT o HoT 3fg
HeUHIel el & T S §
@ e srkfia G - RAfse sriha 6, §6 &1 ag amer @ S
g W &1 e e & AT @i § 1| wiwsh RAftree aRfeufat
& HRUT 3cToe] HTEAIRAB H qfd &g o AfaRea Fehe & &
SIGEAT HT ISl § | 3eeXond - digsy F Fecd A & Hodl A
gfg &I FFATTAT & T H{edl W AT TIEH Tk H IGAT 95T g

8.7

e

T 3UHA FRRANS it 91 T ar Jdr & 9red Y TehT § -
I. &rderell @Id (Long -term Sources), d2T
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Il. 3Te9ehleileT Td (Short -term Sources) |

8.8

FrIele it dr gHIfAd el arel gch

Rt caraaiRe 3usma 7 fRder sl 9ot 1 3maezear gefl, I8 ard
T H Hls ARG AGEUs FET g | T FIS gATHET G g S wel
3UhAl H GA ¥ § @r) fRar o1 @& | R cgga @R A faeh
FIRfTeT it I 3TaRThdr g, SR THTTAT Fel dlel 3Heldh Tch & [oleldhl
fdaror et 9R § -

39shA HT AR (Size of Business or undertaking)

FIIMNST Golr H AT 3UHA & IJHER W AR & & | I 39567 7 3R
g1 § ar 3ifte swrihe g6, Bier 3R § af golelicAs wA wrle Yol
RIS gl & | 93 3TRAT #H TAF Goir AUF gl § s e
39T & fordr 31fere sreier dofr T 3maaehar gidr & |

sgqary #r gFfad (Nature of Business)

R cagar &1 upfa, 3@ FRRfE IG d AT & ORY ¥ § geIad
AT & | G TG gaRT Scuricd a¥g Siael A9+l & o 3HTavash a¥ g &
Rafda @ o arg ¥ A P Fale B maEwar @ € | sEe
faadta fenfaar arehr a¥g3i sruar sifaafAa Aer are aEg & wie 3w
AT 7 I@AT 95T § s SRUT 378w HRRiie 4oir T AavTshdr gidr ¢ |

gRares O Y 3ra® (Period of Operating cycle)

Ife 3uHA NI 3cuifed a&g H 3 Yihar o g Sfeer § ar U
AET # Frele o & arasdr gelt S ggiferd e | g afg
3caTe UfhdT &1 31afe &3 § af F AT F o 3UHA T TN ST Tohell &
S ol 363N |

R%a #r ord (Terms of Sales)

I 3cuied a¥q 1 fashd 3UR W giar & ar 3t AT 7 Hrihe go &
JraRTSr gl 38% Audid avg $ e [ 8l W &F AT J7 SRyl
qoil I 3TaeTHdr grem |

160



e S @ B

(Sources of Working Capital)
1
e wr ST W
(Lonﬁ-(enn sources) (Short-term Sources)
| ] l I ‘
LSRG G| FORTT A RSNG| LIS AN

(Owned Sources) (Borrowed Sources) (Internal Sources) (External Sources)
i faefa= 1. oA 1. 9 DY 1. @RS T (Trade Credit)
(Issue of Shares) (Debentures) (Depreciation Funds) 2. aUiR® A”g 9 (Letters of Credit)
gfoenRa aref+ 2.  dederei™ For 2. &I D foQ wau™ 3. Sl ¥ 9 (Bank Credit)
(Retained Earnings) (Long-term Debts) (Provision for Taxation) 4. S-—{1&19 (Public Deposits)
w2t gkl o ' 3. 3Iqx {IrdE 5. UTE®I A ABH (Advance from Customers)
(Sale of fixed Assets) (Outstanding Payments) 6. faT A (Finance companies)
e <R & g]D 7. ¥t 9EPR 37fe (Native Moneylenders etc.)
I A $HH IR P 8. UIHDI Ud HaTdAD H FU
(Retiring Current (Loans from Executives and Directors)
Liabilities below 9. WHN) eIl (Governmental Assistance)
Book-value) 10. HHAIRAT BT Qﬁ&ﬁ'f (Securities of
Wfad HIY (Reserves) Employees)
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%9 # oad (Terms of Purchases)

I 3UHH T YA AT Fed AT HT HT gHAT Fhc & el 9sar & ar
HUFH AT A FRENT GG FT 3TaRTEwar gel g8 [AWid qidedr ¥ o
afer &1 3w gl g W A AT 7 SRR Gelt i 3rargshdr gefr 1
dfFar wFe=r (Banking Relation)

W 3uRA fSeg gdica dfder gawr goa § srda dat @ sfafdsy @ glaer
AT 39y g S §, 3ec U oAl olal IW@el TSl § JATT FA
AT & FRRNS Yol T 3TaRTSar gzt § |

UFH3 $ maRISar (Requirement of Cash)

UFhs AV ATe] FFAfeddl T T HIIT 8l g, 3cd: Jhg Sl ITaThdl e
Goit T AT H TIfad I § | UFS FT IaRIFdT IT: Asiedl, dddd, &Y,
frtran, RAfdy o qur AeeR scafe @ IrdarT H usdh § | 31 HIrdEAr
TR A=t 317R gref, wrefier it &7 URT 3d=ir & 18w gefr |

3G AR A FT AT &1 ¥ (Proporation of Raw Materials in
Production Cost)

S 3e@et i 3cdieed oTd & Fed AT $T HgocdquT T giar §, 3ot
e FRRM qot T 3raeaehar gl 8, Fifd Fod A @ 346 36qara #
S AT, HUSR T AT AT & EAEHT | 3T T a8l i g & |
g 1 o va faAT (Terms and Method of Purchases)

e 9 &7 Fear A Ud 3" A e odl 9T @ler Srar § aur
fraett AT 7 @ler Sar 8, saer o Fdele qoit W gea 9sar § | afg
FAET a¥ X & Fedl A R th Algd Oy & @l for arar & ar
e Fraeher Gt $r maegerdr greft 3R Ifg woar Are a¥ & diva Afdes
freat & @ler Srar § O &A Rl qer fr 3mEgedr geft | sds
HfaRed afg A 3UR @l Aar § aF FA SR GGl Fr 3ragswar gelr
qAT I AT Ahe, @UGT AT § ar 3IF SRR ot $r 3maRTewar gefr |

8.9

FAMST Yol &1 A oeomal 1 fafdAT (Methods of

Estimating Working Capital Requirements)

fore caraaRe 3usA # fhdelr FRfe Yol dr 3naedsar gefll, I8 A
ST Y 3T H U AT H § Fifh YA 3UHA H YFid, 3cucd
fshar, 3ciesT @1 AT Feet-fest gt & | e off srdelter ot &t 3regreT
oRTer 1 faffes faftat s uoR &

() uRaree @ fafr (Operating Cycle Method)
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0

(1) 9FwREE fafr rar qdegAs fafer  (Traditonal Method  or
Forecasting Method)

() g&idr =&gT fafYr (Project Balance Sheet Method)

(V) gaidfr omagifa @rar fafr (Projected Profit & Loss Account
Method)

(V) faswa & gfaerd fafer (Percentage of Sale Method)

(V1) gdaerAsr fageiwor fafer (Regression Analysis Method)

gRaTers T & (Operating Cycle Method)

5 aftr Fele G &1 3gATe aee 7 T Agcaqul Ud WERET fafr §

| 37 A O 5l cara@Re 3upa & Uss $r fhder 3maeIHhar gref, &

HeJAT ST AT & | 30 Y & 3reags ga e fegdh & 3R | &

gHhd ¢ -

(A) aRETee 3T &1 AT dET=T(Estimation of Operating Expenses)
frdl 3af®r faw & f6 @AEgdar e ool ay gl B & g
IRATlT oAl H AT Ahal JAT S YogeT IEN, 5, JAT IcgeT
cit, quT SR T A T ST ¥ | g IR Qe ot 3
g (Depreciation)] 3Hd FFdfcadl & Iafaf@d &wwem 3fe <aai &t
oI5 AT Sar § | 38 YR Yoherd uafd & b #Y off = cuat A
nfier T A & | T GaRT 38 foloed IR & A Far S aFar § -
(i) Cost of Direct Material per unit x No of unit Produced p.a

(i) Cost of Direct Labour per unit x No of unit Produced
P.A...
(iii) Cost of Overhead Per wunit xNo of unit Produced p.a

(Excluding Depreciation)
Total Operating Expenses RS. iityisens
(B) v+ ufRaraar a% #r @™ (Period of each Operating cycle):
aRarere g Y 3 T AT FTT AT F FT WA T AR SAERT T
NFg TP H I drell HFATAT 30D & § | 3HH 0T et TR &
& AT & -
A HIAGOT 3afe (Material Storage Period)
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arA Tl T afer (Material Conversion

Prepaid).......ccccoeeeennnnnn Days

fAfffa At $r Fagor @™ (Finished goods storage period)
............ Days

¢elaR Cre e (Debtors Collection Period)
.................................. Days

ool RATelT b AT ..o Days

AASRY &l TS afer (Creditors Payment
Period).........cccceevunenee. Days
g URHAeT T dE™ (Net  Operating Cycle Prepaid)

3Rfad faaer ¥ Fe g § & g dRaes 9% 3 aREres &
faffiesT 3TEAT3T A 91 arer o FAT F1 Q9T gl &, TFH oIGRT Fr
HIAT Al T ARSI HAT ST § | SAhT 0T et Jahk &
STl & -

gl Wagor af (Material Storage Period) : I8 ag 3@ g &
o aeel 3cues & o e & 99 R 3ar A # @ Er
g | 39 3af™T H e & v dEa aeeEl wie A7 e e aeel
SUHNT T AT T&AT STl § | §F & H

A HIGOT 3ae (Material Storage Period)=

Average Stock of Raw Materials

Daily Average Consumption

(i) wa=aver 3/@f®@ (Conversion Period) : T AT d@m # s A

w AT AT F deo F 9 arer 3T THT FEARor A g ¢ |
=g 3afy &1 v & o 3EAFET 7 & g @ 7 A siaa
FRGTAT AP T AET AT a1 § | 38 7 & # e R uad
AT ST FohaT §

FTec{OT 3afer (Conversion Period)=

Average Stock of Work —in— Progress

Daily Average Factory Cost

(i) Afda & & "@Igor afr (Finished Goods Storage Period) : 3§

gg 3afa gidr ¢ oas Affa Are fossg & 9@ aigA & g1 w@ar ¢ |
s T & v AT A & aa Tew § [Jeg fr s itaa
ot (Daily Average Cost of Sales) T T f&ar Siar € | 9 &7 &
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AffT At fr Fagor 3™

L . Average Stocks of Finished Goods
(Finished Goods Storage Period)= g

Daily Average Factory Cost

T8l T 9y 7 arEa (Cost of Sales) o § SHEHT I0ET FeT YR
1 'Sraeh-
Cost of Sales =Opening Stock of FG + Factory Cost of
Production +
Administration Expenses + Selling and Distribution Expenses
+ Excise Duty - Closing Stock of FG

gfe 9o # facdg ¥ (Financial Expenses) f¢&r g ar o &t Jig
JTae |

(iv) gsieR @aIgor 3afer (Debtors Collection Period) : 38 &eIgRT &7 3itad
ager Aty o FEd € | IF 96 AT g & o 3uR faww i uf
g HT off ST § | SHHT 0T F T ad SRt Hr afr 7 Aw
3 3UR TR 1 HET ST BT § | T T H SolgR HIgUT Hafer

Average Debtorsor Receivables
Daily Average Credit Sale

(V) dIeR e 3af®r (Creditors Payment Period) : Sd H&AT &I A&
UG & IMUR R 9o il § a0 olelqR $Iclel 37afey v 10rr hr Sirelr
€ | 30 3Oy & wEur T aRTree 3afr F g S § 99T TET Fr FA
Frefer got i 3maRTshar gl € | 5@ 3Ef i suer & v saa
TR Y TN F AP FUR FT T AT AT ST § | T T A
AAGR AT JHafer

(Creditors Payment Period) =

(Debtors * Collection Period)=

Average Creditors

Average Daily Credit Purchases
S §H 3WEA (i) & (V) do HT AT HT 0T W ood § a9 &
IRATelel Ay T 0T FEAr glar g | 38 foaw (i) & (iv) d& &
uiRa 3Efat & aer J @ (v) # @URa 3@ & ger Gar sar §
JUT F AT AV TN § FE IR TF FHr 3afT g &
dfered & 58 e gF carT THST ST Tl & |
OCP = MSP + MCP + FGP + DCP - CPP

(C)a¥ & uRmmesr Tl #r W& (No. of Operating Working Days in
the year) : T ay & 3@ H fhaes
Tk g7 B ¥, T a0 e YR ¥ AT T S TRy §-

No. of Operating Working Days in the vyear =
No.of Operating Working Days in the Year

Period of each Operating Cycle
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(D) wrefier gaft #1 AT (Estimation of working Capital) : 38 TR &7
AT oA & fod a¥ &
T IRTTe ot H, IREree Tt A T H AN SR ST g,
a8 v 9Rares 9% & o 3naae w96t AT Hr ST ahd Bl

(E) amwfAsansit & A amaasr (Provision for Contingencies) : 39g#d
YR AT 1 S R A Fo ufderd AARaadnt & P e S
T ST & | 30 YR Ueh AR 3Uhd H Teh deh I IRl Hlal
& ford faraelt Vapg 1 3maeashar g, g $r 31 Fahcl § |

30T (lllustration) -2 : T FFdel & of 5 folded I F HGRTH

Frefier 4eit & 90T aREres 9% [ § Ao -

() 3rgifad arf¥e f9shr 1.00,000 $omsar 20 % 9fd 515 |

(i) 3cuee UT T AN A § AT ¥ W¥ed TAF & T IRY Ear & |
3cqTeeT 9T 50 YR ¥ ¢ - el 10 ., 417 4 %, 39Reay 4 . ufa
gTS |

(iii) Imgept @I 60 &t T IUR & 7T § el olefaRl & 40 &7 dr 3uR oY
STt & |

(iv) &= Arer &1 30 o & gfd aqar AT A fr 15 e & ofd e &
™ e B

(V) 3c9resT s 30 f&eT &1 § OUT UAF 3cUe dsh & URFH H & aHAT
foeTeeT &Y feam Sar € |

(vi) 37 T FENS dol T T s REar adg & T H R RTARAIIT
& fow @ S g |

From the following information taken from a Company; calculate

the working capital required by operating cycle method.

(i) Annual sales are estimated 1, 00,000 units @ Rs. 20 per unit.

(i) Production and sales quantities coincide and will be carried on
evenly throughout the year and production cost is : Material
Rs. 10 ; Labour Rs. 4; Overhead Rs. 4 per unit

(iii) Customers are given 60 days credit and 40 days credit is
taken from suppliers.

(iv)30 days of supply of raw material and 15 days’ supply of
finished goods are kept in stock.

(v) The production cycle is 30 days and all materials are issued at
the commencement of each production cycle.

166



(vi) A cash balance equal to one-third of the other average working

capital is kept for Contingencies.

g (solution)
Computation of Operating Cycle

Operating Cycle Period Days
(i) Raw Material Storage Period 30
(i) Finished Stock Storage Period 15
(iii) Processing or Conversion Period 30
(iv) Debtors Collection Period 60
135
Less : Creditors Payment Period 40
95
Number of Operating Cycle per year 365/95 = 3.842
Total Operating Expenses Rs.
Raw Materials Expenses (1,00,000x 10) 10,00,000
Labour (1,00,000 x 4) 4,00,000
Overheads (1,00,000x 4) 4,00,000
18,00,000

Working Capil = Tl SRt
_ Rs.18,00,000 4,68,493

3.842 or 365/95

Add : § for Contingencies 1,56,164
Total Working Capital Required 6,24,657

(I wFRera fafer srar gafsper fafr (Traditional Method or Forecasting

Method)

5 fafer &1 =re) @Fdfea Td el &1¥ica qaiegATe fafer (Current Assets or
Current Liabilities Forecasting Methods) 3raar g e[ #Fafca (Net
Current Assets Forecasting Method) & =T & # ST ST & | 9RA &
FIMNT Gl FT AT @l & Fald FART RERET &GfT & gar ¢ |
30 AT & 3R SRRl G &1 e & fav 9@ 3 9 dicd & fow
AT H 3aeTddr FUiRa Hr S § 96 #A 35 Af@E RIS A FoA
3af ¥ TP WF TAF de FFafed & FraMer it & aorar i s § |
T FFTed & ToIU For 7afes & AT faord regsrd, Fepetr A, $areret
A qur ar@ AfF 3nfe & 3muR W Har S § | GHEEd 9 gFafedat @
FoT RN & ART A ¥ HEAT & YIod el dlell FFATAT AR 61 &l TeT
fear Srar § 9w g fderd smefEEsant & v as fGar arar & o

AN For HERNST ol AT 8 Sl § | 39 AT For wrdefier I
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S AR A Sl & UIed glel drell GTAUT G & 91¢ 9§ RN ot § foraehr
SYGTYT TEAT I TIT HT gldr &
Statement showing Working Capital Requirements

Items Amount
Rs.

A. Current Assets
(i) Stocks of Raw Materials (For.. Month’'s consumption XX XX

(i) Work - in - Process (For... Month consumption):

(a) Raw Materials XXX X

(b) Direct Labour XXX X

(c) Overheads XXX X XX XX
(iii) Stock of Finished Goods (For ...months sales):

(iv) Raw Materials XXX X

(v) Labour XXX X

(vi) Overheads XXX X XXX
(vii) Sundry Debtors or Receivable (For ... month’s sales):

(a) Raw Materials XXX

(b) Labour XXX

(c) Overheads XXX XXX
(viii)Payment in Advance (if any) XXX
(ix) Balance of Cash (Required to meet day - to -day expenses) XXX
(xX) Any other (if any) XXX

Total of C.A. (A) XXX

B. Current Liabilities :
(i) Creditors (For month’s purchase of raw materials) XXX

(i) Lag in payment of Expenses

(outstanding expenses ... Months) XXX

(iii)y Other (if any) XXX
Total of C.L. (B) XXX

C. Working Capital (A- B) XXX
Add : Provisional Margin for Contingencies XXX
Net Working Capital Required XXX

3eeIvr (lllustration) -3 : 399 30T FI FATld HUSH 3HUH Scdred Hr
1,56,000 sHEdr & fhARfiadr TR R FRRAT ot & a3 Fl
GEATT IR & H EE HAT & | 39 30 & fav ey gaen
39y § -

The Board of Directors of Essab India Limited request you to
prepare a statement showing the working capital requirement
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forecast for a level of activity of 1,56,000 unit of production . The

following information is available for your calculation:

Elements of Cost Per Unit Rs.
Raw Material 90
Direct labour 40
Overheads 75

205
Profit 60
Selling Price 265

(i) F=dr Tl AT UF AR Tk F W & (i) Ao FEvmawr &
3aae & deare war gi(iil) PAfA A sieds v A welw 7 Ear o
(iv) qfcirci3it gaRT TR ATE T FUR & A & (V) SRt ¥ SIET F oY
ATE & Taeled giar §; (Vi) Ay Il # 1 .5 Fealg &1 fdeea gia &
(vii) 3IRTAT & AT F TH AE H faelws giar & |
3cutee & 20% UehdT ST 1T § | Uehs §&d @ b & 60,000 &. I 3mem
T S § | Tg AT ST Tl § b 3cdeel ¥ R SRIeR I & dTe Bl
g, Ay g 3URT o AT YR IHTold gl & dUT 4 FedlE & AT Th
AT dAT 52 HCATE & TAT Th a¥ & SRR gl ¢ |
(i) Raw materials are in stock on an average of one month; (ii)
Materials are in progress, on an average two weeks; (iii) Finished
goods are in stock on an average one month; (iv) Credit allowed
by suppliers one month; (v) Time lag in payment from debtors two
months; (vi) Lag in payment of wages 1 *? weeks; and (vii) Lag in
payment of overhead is one month.
20% of the output is sold against cash. Cash in hand and at bank
is expected to be Rs. 60,000. It is to
Be assumed that production is carried on evenly throughout the
year, wages and overhead occures
Similarly and time period of 4 weeks is equivalent to a month and
52 weeks a year.
gd (Solution) :

Statement of working Capital Requirement

A. Current Assets :

Rs. Rs.
(i) Cash in hand 60,000 60,000
(i) Stock of Raw Materials (2,70,000 x 4) 10,80,000 10,80,000
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(iii) Stocks of Work in - Progress
Raw - Materials (2,70,000 x 2) 5,40,000
Labour (1,20,000 x 2 x 1) 1,20,000
Overhead (2,25,000 x 2 x %) 2,25,000 8,85,000
(iv) Finished Stock
Raw Material (2,70,000 x 4) 10,80,000
Labour (1,20,000 x 4) 4,80,000
Overheads (2,25,000 x 4) 9,00,000 24,60,000
(v) Sundry Debtors at cost
80 8
el il 39,36,000 39,36,000
(1,56,000 x o5 205 x 52)
Total Current Assets (A) 84,21,000
B. Current Liabilities
Creditors (2,70,000 x 4) 10,80,000
Wages Outstanding (1,20,000 x 1.5) 1,80,000
Overheads Outstanding (2,25,000 x 4) 9,00,000
Total Current Liabilities (B) 21,60,000
Requirement of Working Capital (AB) 62, 61,000
Working Note:
gfer aears @ 156,000 x 90 - Rs.2,60,000
52
ufa TedTe SH 156,000 x 40 - Rg. 1,20,000
52
wfa g 3uReas 156,000 x 75 = Rs. 2,25000

52
SAGRT T AT T UFR & I IS § -

156,000 x % = 1.24,800 Units

Amount of Credit Sales at Cost for 8 weeks [1,24,800 x 205 x §]

5

aref F (WIP) & Hedishd H THIA 100 % JAT #H T 39T 50 % &

MR W AT &Y 75 ¢ |

(I wayat Rt A (Projected Balance Sheet Method)
s Af & 3edela #fasT 7 g arel o Al & &9 H W@ W g
AT AT & AT FFdfeaal AT STi-¥ical T YaTegATe oHlet, 3Heh
IR W T gt Rgr IR fFar arar 8, 3 R & Q=) gt &1 S
I FGT & a 3T ek & Adhs A1 8% fAfawy 7 fomr sar ¢ |
39 A% & 3R W) are GFafcadl & g # & dre] gifdcal & ger §ar
ST &, 3ea) FI UMY AT go Fgardr & | 39 f@eT 3geIor ganr

Tqse foRaT ST TehT © -
3¢rgYor (lllustration -4)
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1 S, 2010 # @Y A &1 Taras #Avsa a¥ & fav HFAfea
FAHH B [ A & v aRTs FRMe gEir & IR e agar § |
fArfaf@a gaamsit @ yafta e samet 3maeas sl g6l &1 galgArsT
HiS -

On 1st January 2010, the Board of Directors of Ramesh Ltd,
wishes to know the amount of working Capital that will be required
to meet the Programme they have planned for the year from the
following information, forecast the working capital requirement by
preparing the projected Balance Sheets:

Rs.
Issued Share Capital 2,00,000
8 % Debentures 1,00,000
Fixed Assets pm 1st Jan. valued at 1,00,000

The expected ratio of cost to selling price are:
Materials 50%
Direct Wages and overhead (excluding debenture interest) 20 %

3 H\ﬂﬂﬁ :

(37) 9faay AT 3cqTesT 48000 SHSIN;

(@) 3Te &g AT & qd HUSR H Foar A 3ade 1% AE @7 AT
e

(@) Ifhdiched AT 2 AE §;

(&) TGHRI DI IYUT AT Jlem # AFET AT e # 2 A% | &,

(T) SERT & 3YUR 3af 24 A,

@) oeleRT ¥ 3YR 34 1 ATE,

(o) ATy Ud IURCAT F HIAT HeeRkiel 1% AE;

@) 9fa o1g AFT AT 10 & & |

3cUiesT U9 fasnd I RAfAd § | &1 1 €T A8 I@elT |

Other Information:

(a) Estimated production 48,000 units per annum ;

(b) Raw materials are expected to remain in stock on an average
1 % months before issue to production ;

(c) Processing time is 2 month ;

(d) Finished goods will stay in warehouse awaiting dispatch to
customers for 2 month;

(e) Credit to debtors is for 2 ¥ ;
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(f) Credit from Creditor is 1 month ;

(g) Time lag in payment of wages and overheads is 1 % month ;

(h) Selling price is Rs. 10 per unit.

There is regular production and sales cycle. Ignore depreciation

gd (Solution)
Projected Balance Sheet
as on 1st January, 2010
Liabilities Rs. | Assets Rs.
Share Capital 2,00,000 | Fixed Assets 1,10,000
Profit & Los Account 1,36,000 | Current Assets
8 % Debentures 1,00,000 | Inventory
Current Liabilities Raw Materials 30,000
Creditors 20,000 Work in Progress 48,000
Outstanding Wages and Overheads 12,000 Finished Goods 56,000
Debtors 1,00,000
Cash (Balancing Figure) 1,24,000
4,68,000 4,68,000

Working Capita
Current Assets

Current Liabilities
.".Working Capital

Current Assets - Current Liabilities
Rs. 30,000 + 48,000 + 56,000 + 1, 00,000 + 1, 24,000

Rs. 3, 58,000

Rs. 20,000 + 12,000 = Rs. 32, 000

Rs. 3, 58,000 - 32,000 = Rs. 3, 26,000
feoaforat : faffies #Ae & afr e vvR Fa Fr g § -

(i) Debtors at Selling Price
Total Sales = 48,000 xRs. 10 = Rs. 4, 80,000

4,80,000 x 2.5

Debtors = T = Rs. 1, 00,000
(ii) Stock of Raw Materials = 4,80,000 x => x = = Rs. 30,000
(iii) Stocks of Work - in - Progress

Raw Materials = 4, 80,000 x % x = Rs. 40,000

Wages & Overheads = 4,80,000 x 0 250 = Rs. 8,000

100 12 100
Rs. 48,000

AT & foT 100 gfderd am #@ Td ASigy T &T H 50 gfaerd quiar &r
Tty A 78 ¥ |
70

(iv) Stock of Finished Stock:4,80,000><—><£: Rs.56,000
100 12
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50 1

(v) Creditors=4,80,000x —x— = Rs.20,000
100 12

(vi) Outstanding Expenses :

Wages and Overhead= 4,80,000><£><E =Rs.12,000
100 12

(vii) Profit for the year: Rs
Sales 4,80,000
Less: Cost of sales (70%) 3,36,000
Gross Profit 1,44,000
Less: Interest of Debentures 8,000
Profit 1.36,000

(IV) wrr-gifr garssr R{f (Profit and Loss Adjusted Method)

FRIMNS Yol &1 A A & v omr gifed ARG fafer 1 g=ier et
AT caradT s Al H FRIRNS Goll Hr TGRS A qfd F 3ol
e g HE fhar Srer § | 36 Y @ wawyA e emdr fafyr &
AT oS AT RRaT ST & | 30 omeT A AR F Aoy JrediE quT Ak
gfgale &1 FATNSTT Foh HrIRfe qoit 7 gfg 3ruar et A1d T o JIer § |
I eue @ W ST dr Ig Aehs YaTg TaoRoT & & U &7 & | 59 A &
HAAR FHARNS IS & 3Theled 37T YR fhdm ST ¢ -
Statement showing Working Capital Requirement

Rs.

Net Income XXX

Add: Non-trading/Non Cash Items XXX
Working Capital Provided by Business Operation XXX

Add: Cash Inflow Items XXX
XXX

Less : Cash Outflow Items XXX
Net Change in Working Capital XXX

(V) R v gfaera fafr (Percentage of Sales Method)
g A 3 uaRe GeuE § o f S § Sel A aur sRiRhe geh

H 9% graey @ | RAffiea auf & Ay v sl g6 & 7eg araey &
I FX 3% Fucah o [AUR0T fasma & e AfRa ufaera & §9 & &2
forr Smar & | S8 A IR AT X Sfosy & o skl & @ seAe
SIMAT ST ¢ -

3ergor (lllustration-5)

Horg faffies 1 31 AT 2009 ' [gT HAFGAR § -
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The Balance Sheet of Sanjay Limited as on 31st March, 2009 is

as follows:

Liabilities Rs. Assets Rs
Share Capital 11,00,000 Fixed Assets 6,00,000
Reserve & Surplus 4,00,000 Current Assets

Term Loan 5,00,000 Inventories 12,00,000
Sundry Creditors 8,00,000 Receivables 8,00,000
Provision Taxation 2,00,000 Cash & Bank 4,00,000

30,00,000 30,00,000
FFGAT 1 g¥ 2008-09 T Fol [OFT 40 oM@ & § | FHFel @R a¥ 2009-
10 # 50 or@ & & A%y R S &1, §FAGr g | 9y 2009-10 & fow
FRIENS Yot & AT HfS |
The Sales of the Company for 2008-09 was Rs. 40 Lakh. It
anticipates a sales turnover of Rs. 50 Lakh in 2009-10, Estimate
the working capital requirement of the company for 2009 - 10

g (Solution) :
Statement showing Working Capital Requirements
(A) Current Assets Rs.
Inventories (30 % of Rs. 50,00,000) 15,00,000
Receivable (20% of Rs. 50,00,000) 10,00,000
Cash & Bank (10% of Rs. 50,00,000) 5,00,000
Total Current Assets (A) 30,00,000
(B) Current Liabilities
Sundry Creditors (20% of Rs. 50,00,000) 10,00,000
Provision for Taxation (5% of Rs. 50,00,000) 2,50,000
Total Current Liabilities (B) 12,50,000
(C) Working Capital (AB) 17,50,000

(V1) gdigeraar faeawor RAfr (Regression Analysis Method)

HIFETHRT doheiich & MR TR o FIehe IS 1 qalegA o9mar S @l ¢
S8 T faRewoT &ed © | 30 §g gead adt {fq &1 gaier T, sirar
¥ e g & (X) aur sRRE 9ol (Y) &7 @@y e TEieor g@rt
feam arar § -

Y = a+ b X (e g
a dur b & Ao T Gl gart A fhar S g |

YY =Na+bXX .. () XY =anX X + b X X2.... (i)
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x = fasa afr

y = Srdeher el

n= 9ai &I T&ar

3ergYor (lllustration-6)

T B @ foshr aur FRfier goir & oo d9rg auf & sl & YR W av

2010 & Tod Rl qoll &1 3MaeTehal & A @Sy, Il 3MefATTad
farshr 200 @@ <. & |

Year 2005 2006 2007 2008 2009
Sale (in lac Rs.) 60 80 110 150 170
Working Capital (in lac Rs,) 40 50 70 110 115
gd (Solution) :
Calculation of Regression Equation

Year | Sales | Working Capital Y XY X2

X
2005 60 40 2400 3600
2006 80 50 4000 6400
2007 | 110 70 7700 | 12100
2008 | 150 110 16500 | 22500
2009 | 170 115 19550 | 28900
N=5 | 570 385 50150 | 73500
2y =Na+ bXx
385 =5a +570 b ... (i)

Yxy = axrx +b Xx°
50150 = 570x + 73500b......... (ii)
AT F. 1 @ 114 ¥ IO & RN

43890 = 570 a + 649806 b .............(iii)
AT . (i) # @ (jii) FI g W
50150 = 570 a + 73500 b ... (ii)
43890 = 570 a+ 64980 b....... (iii)
6260 = 8520 b
6260 = b
8520

734 = b

AT () # b @ AR WA W
385 = 5a + (570 x .7347)
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385 = 5a + 418.78
385 - 418 .78 = 58
- 33.78 = 5a
-33.78
c =a
-6.76 = a
a db F AW HT FHROT H WA |
y = a+ bx
y = -6.76 + .7347x
HePATAd fashT 200 @ gt W SwRRfrer goft & afkr

y = - 6.76 + (.7347 x 200)
y = - 6.76 + 146 .94
y = 140.18 &9 %.

8.10

der @ # Roa §& Fr A

FIrfed & & 3N H FIMA Goit H fOcd cgaeer & s @ #ir
Heccaqol AT §, Wed 3o SR $H AW HT AN har Sar & | dh
G FHT GATE 3YANT FFHT Tl AT 3690 T 38 W AT &1 HH F&
B FHG-HAT W ATl IPTT B IS § | HRAG Roid dh garT w7
AT W Fo AfAfAAt &1 75 Far = Segls d arw @ fAfde &3t &
A T ¥ 39T FAW g 36 W 3F HAIeH0T oo & gana G qur
30t ARG RO dF F gAg-awg W) o & § 1 seha Jelt geor
aur d& Afa & GFeey A far afafadr & gfdded FAgecaqot € -

(1) =efoar afafa gfdaes, 1969 (2) ds<1 afafa ufdaes, 1975

(3) IX wfafa yfadesr, 1980 (4) #US AfATT gfddest, 1984

378 ¢35 gfAfa Ufdded T &7 JgT W eI Hhial -

s« @fAfa (Tondon Committee)

AR Rod e o Jorrs, 1974 H A O Tel. TUSA &1 IeyeTdr H Th
IR g H gfad $1 O s afffa & a5 § S oer § 1 |t
o 9 31TEd, 1975 & 39 JHfedd ufddesT gega famar |

affa fr RAwRY (Recommendations)

wfafa 1 ww ReRe e § -

(1) ey T 9o ol @Faetl Ae Iygar yAT (Norms for inventory and

receivables) -8fAfd & ¥R & 15 AGcaET 3N & fow Tweyr aqur wredt
& FFaey H Aldeh uRd [T | I degg 39T § - 989, Ald WAfAd g,
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S[E, {63 391G, 38, Ml o, smureg i@ e, aeredfa a,
aitor, seofeaRer AT qur el d#Aw |
FATT SaRT JEdifad Al Thetl TUT Il & HUHIHA TR HF ddd ¢ |
MG FIS IURFAT HiH H ST HH & HH Il T ¢ ol 96 T & 3T
o oar @ |

(2) &% @@ & & AW (Lending norms for bank credit) 3¥ar 31T dF
fOca & &A=T (Quantum of Permissible bank finance) - gga afafa
CaNT % W@ F FFay H gAY I Al qNHAT YHTT dlel § d27 I 39
UROT ) 3Rd & &6 d & Huerar & & # fAwr %ot (FuREan) &
Gl & ®ep A g o o 3T FRRlia GOl fr TAEd aRThaisit & [T
el T 1 SHT YR & HUR AT FATT o wrdeliel oit 1 fdcd-caae
& fT d% Holt &1 3fedaa A &1 AR e & fAr de T gemh
g | 37 fafat &1 AuRor 5@ avg fFar ar § 6 eX 3Tl A & el
Goit & facad 9iwor & d& &1 A F giar I § |

(3) ®ur At (Style of Credit) - TfAfT 7 I Fr AT 91 TT@ YoTTRT
(Cash Credit system) # 3 HfAIr gt oY | 37T 30 T A & fov
dot dr HoT Aol F AT T FI W@ §U IRadT & fow goma & | wfafa
S I HOT ' AT FI & GCH H diced H @ AT | TH HOT GCH
(Demand Cash Credit) ST 3YRe&dl HT Gedl-g6dl FHOT ELIRAIT Hr
qfd aar g |
AT IG-A1E Oceh W I GaRT KT e & Jolell # FdT & ¥ A
ST RPN ST 3URSAT HI ATG/FHOT T TS ATl §ol & forw 9RO
el |

(4) ga=r wad wfddga womel (Information and Reporting System) - @8«
HEITA gl o U TaEgd I T UfddesT Surmelr & goa fear & St et
I glaflRad #ar § - () 3URGAT 30 T@ NARIGAIN FI ATUHIIES
ARSI el AT S 3T W 3HE RMAA o6 A & fav 9Rd
T, (i) SURFAT dAT d8F H FIa3t &1 Fad-7 yarg oaw d& @ Fufa
FI 30T Al X T adT (ji) Jg gARad e & am@ & g @fdse
32T & fav fhar s & |
afafd & germa far ar f& |@fAfa g@rr sarl a8 ®Kor gomelr ud Aol 3
T SURSATHT W AL HT T Dleg SThdT TIEAT F 10 o1 9 ¥ AEH
T AING-ATE AT ITATSY ¢ | Ig FIAT TUTell URFH H 3o61 Fhrsdl H olraT
& S fSieg Sepl & Teh S 3Yar 3w KOT FIIET 3Gl g | qG H
30 - 3T sl oX Y | R S |
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8.11

SEACEH

Friefle geft : el 3whd & g dRaree afer 7 fRffes sewmt &g
HTeTH s TR & ¢ |

U FRAE Golt © Fol a1 Feafeadt & AT # Yg el aTl¥cal & e |
AT TR g FRRAT Yol Fgelredr & |

oRETes T% 3a® ;. Fd OHl & FT § A9 ARt ¥ AT fr awen
ds $T GTAHT F FH P Q A A 9 drell 3@ |

&Rl & WGV A : 3UR FH A 9 drell IE |

TAaROT A : e HAlel A dUR ATl Tt H o9l dlell 3afe |

8.12

ALY YReT

fae=tcA® W (Easy Type Question) :

FRRNe qolt & 39 T FHASIA §? SHH Aged T HAT |

What do you understand by Working Capital? Explain clearly its
significance

Frefier 9ot &I ATUROT U9 3§ fAUTRd &l arel decdl &l TS HIST
Explain the concept and determinants of working Capital .

FRfie Goft &1 g 8?7 T oAdled gy $I TG W 3aTHh HrRRfeT
qolt &7 AT o3

AT fha-fhed aTdl W &1 far Srar g2

What is ‘Working Capital *? On the formation of new business,

what considerations are taken into account in estimating the
amount of working Capital required?

FrRfier 4o @1 faRuRT @ §? sk o & genfad &e arer deca
HieT-hlsl T 8?2 0 S AT ST §7?

What is a concept of working Capital? What factors determine the
needs of working Capital? How is it measured?

¢s1 gfafa $r AEmel & gAsnsT |

Describe the recommendations of Tandon Committee.

FIENS Yot I IR@TeT T IFaUROT FA1 §? 39 Ofy & sl o @
HET &1 HFATH F8 IRE 28GR0 FASTSY |

What is operating cycle concept of working capital? How will you
determine the amount of Working Capital? Under this method?
Explain with examples
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sgTagTR® WA (Practical Problem) : gRemersr o fafr (Operating Cycle
Method:

1. rafaf@a ader @ IRare T I ™ dGT TS FRARNA doit AR
FI IReel HIG -

From the following data, Computer the duration of the operating
cycle and working capital Requirements:

Rs.
Average Debtors 33,000
Average Creditors 16,000
Average Stocks :
Raw Materials 20,000
Work in Progress 14,000
Finished Goods 21,000
Purchase (All Credit) 96,000
Raw Material Consumed 90,000
Factory Cost 1,68,000
Cost of Goods Sold 1,80,000
Sales (All Credit) 1,98,000

gRedlst 323T & v a¥ & 360 feaT ArfavT |
Assume 360 days per year for computations purposes.
(Ans: Operating cycle period 152 days and working capital
required Rs. 76,000)
2. TH ®FOelr @ AT goEemst & aREres 3afr v wReha e e
AT
From the following information extracted from the books of a
manufacturing company compute the operating cycle in days and
required working capital, Period covered 365 days

Average period allowed by Supplies 16 days

Rs

Average debtors outstanding 24,000

Raw material consumption 2,55,500

Total Production Cost 4,74,500

Total Cost of Sale 5,11,000

Sales for the year (all credit) 7,30,000
Value of average stock maintained :

Raw material 21,000
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Work in progress 18,200

Finished Goods 14,000

Expected cash and bank balance 20,000
(Ans: Working Capital Required = 90,000)

3. A fafAes cart wgd eifaf@d @@t & gt ast & foav gR=res =
I U FRRAS dS AT IMaRISAT F IRFAA Hfaw @9 F 300 g
AT o) -

From the following data submitted by Amit Ltd. For two years |,
calculate the duration of operating cycle and the working capital
requirement for each of the two years (assume 360 days in a

year)

2007 2008
Average Stock Rs. Rs.
Raw Material 1,00,000 1,35,000
Work in Progress 70,000 90,000
Finished Goods 1,05,000 1,20,000
Purchase 4,80,000 6,75,000
Cost of Goods Sold 70,00,00 9,00,000
Sales 8,00,000 | 10,00,000
Debtors (Average 1,60,000 2,50,000
Creditors (Average) 80,000 90,000

(Ans: OCP 177 and 198 respectively, No of OC 2.03 and
1.82 , Working Capital (Rs. 3, 44,828 and Rs.4, 94,505)
@t fafr (Forecasting Method)

1. a¥ # 360 R AW §T e a3t & dlddee fo. & T 3mRas
FRRMS ot T TR 1 g2 gT v faawor IR HifSw |
AT AT fad 20 & 9fd 1§ WX 50,000 gHEAT § | Scures AET
fasa ¥ Ao @l § TUT a¥R¥ed GA &7 @ gelt | Scdree omTd & -

T 10.0 &. gfd geprg
Pre 4.0 . gfa s
3aReTT 3.5 . gfd geprg

IAEHT HT 45 & & 3UR § AT § J41 gfcihdr ¥ 60 AT H @ 39cey
g & | aralt 36 R T UR AT 15 A & AV F ) & A § |
gRadeT 3af 24 T § Jur @l @l &1 e 3cuiesT I & UREH H
frar Sar & | mREsar & fow faRed sl G & v Qg &
TSR Ahs AV TR RTHBAI & ol I@T AT & |
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From the following information prepare a statement showing the
amount of working capital required by Solvent Ltd., by operating
cycle method taking 360 days in a year

Annual sales are estimated at 50, 000 units at Rs. 20 per unit.
Production Quantities coincide with Sale and will be carried on

evenly throughout the year. The Production Cost is -

Materials Rs. 10.0 per unit
Labour Rs. 04.0 per unit
Overhead Rs. 03.5 Per unit

Customers are given 45 days credit and 60 days credit is taken
from suppliers. 36 days supply of raw materials and 15 days
supply of finished Goods are kept .

Conversion period is 24 days and all materials is issued at the
commencement of each production cycle

A cash balance equivalent of one third of the average working
capital other than contingency is kept for contingencies.

. TH FFTelr HT dARTd-diferer & for fGaror gred g1 & -

A Proforma cost sheet of a company provides the following

particulars:
Elements of Cost Amount per unit
Rs.
Raw Material 80
Direct Labour 30
Overheads 60
Total Cost 170
Profit 30
Selling Price 200
et ifaRea faawor urea ¢ -

FTdl AT Aradd U Alg HUSR H |am & | aealt sitaaa . aAg @&Amor
gfhdT & @l & | dIR ATl 3AMadel U Al HUSK H |l ¢ | Jfciepdrsir
CaNT Uk AE H @ & S § | SHERT & ar A f @@ & S § o
A & YT H [Aeea 1% dodig Jur 39N # Ay G v A
& | 3cUTCeT & Uh-AS HET oHlg H AT ST § | dAdhe J2aT 9 Ay iy
25,000 ¥4 @A H IMRT g | I A fF av R 3 aur 39Reaa
RS AT & 9T WA § | IR AecAg AT 3G T A & SR glelt © |
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39 1,04,000 SHEAT & 3G TR & ToIT 3w wrRfia Ioir & faavor
CEIE
The Following particulars are further available:
Raw materials are in stock on an average of one month, Materials
are in process on an average of half a month. Finished goods are
in stock on an average of one month. Credit allowed by suppliers
is one month. Credit allowed to debtors is two months. Lag in
payment of wages is % weeks. Lag in payment of overhead
expenses is one month. One - fourth of the output is sold against
cash. Cash in hand and at Bank is expected to be Rs, 25,000. It
may be assumed that production and overhead s accrue evenly
throughout the year. A period of 4 week | equivalent to a month.
You are required to prepare a statement showing the working
Capital needed to finance a level of activity of 1, 04, 000 units
Production.
(*Ans. : Funds needed to finance working capital are Rs.
33,55,000)
. TH AMRE G H eafa@d gaar & e ot &7 3nadedr &
3TIATST IMSU-
(1) 3cdTeeT &1 FFATIAT R 1,80,000 FHFAT
(2) et Fwel e &9 8 wid F @l - 2 A
(3) 3cuTeet F UcAsh FHS HI Ulshdiched THAT - 1 AG
(4) @A #Arer 3MadeT Tl 7 w@m - 3 A
(5) IMGHI &I Fpd 3UR - 3 A
(6) et T fasha & FEeATA 3eldTd :

(31) sl T - 60%  (9) TTET HH - 10%  (H) 39N - 20%
(7) 9fa so1s fasea e - 20 &.
(8) Tasha 9X HFHIfad o 10%
Estimate Working Capital requirement of a trading concern from

the following information:
(1) Expected level of Production 1, 80 , 000 Units

(2) Raw materials to remain in stock on an average 2 months
(3) Processing period for each unit of product 1 months
(4) Finished goods remain in stock on an average 3 months
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(5) Credit allowed to the customers 3 months
(6) Expected ratio of cost to selling prices :

(a) Raw materials - 60 % , (b) Direct Wages - 10 %

(c) Overhead - 20 %

(7) Selling price per unit Rs. 20 /
(8) Expected margin on sales 20 %
(Ans.: Amount of Working capital required is Rs. 22, 50,000)
8.13%cH Iy
1. Khan , Jain . Financial Management
2. Pandey |I. M :  Financial Management
3. Arora M. N. : Cost and Management
4. Ravi M.Kishore :  Financial Management
5. Agrawal , Agrawal :  Financial Management
Punjab , Jain , Tiwari
6. M.R. Agrawal :  Financial Management
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SIS -9 Thed T (Inventory Control)

FhE HITT -
9.0 3}
9.1 9R=¥

9.2 They AT & 3 Ud gRET

9.3 3y e fAAAUT YUl & HTET uch
9.4 Ty HIFUT & T 3T

9.5 They T & oH

9.8 THeY FI UHIA e dlel ded

9.7 Tey URUT & faffes TR

9.8 Ty fAuFer fr 'Tard gomelr

9.9 & 3MTCRN AT 37¥ar I 3Meer AT
9.10 3NfAF 3N AT FH AIAT

9.11 The¥ fATAT A wGeIad T Hf&hdH JoTTelr
9.12 THey fAI0T Y I TH YOIl

9.13 Ty fATFUT Fr soredl AT yuTrelr
9.14 TH-y AIFOT T gfafee qorelr

9.15 IRETT FT FSND gefferor

9.16 dRII

9.17  eregIdelr

9.18 TEOWRTE WA

9.19 UEEIRE W

9.20 HcH I

9.0 33T (Objectives)

3H 3PS & ICIIT & NRATA 3T 39 AT g Fohar b -
o THeY fATFOT T HY TAST Teh |
o Ty fAFAUT YUTEl I TR ITaRIFKAY THS Teh |
o T TAIAUT & 382 ST Heh |
o Tt [AUAUT & YHW THT HT LI FX Feh |
o Thetf AYFAUT I GeMIfdcT el dlel dedl &l fILeIVOT T Feh |
o Tey fAIFor & RAffies gonfal &1 3reagsr T TF |
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9.1

gR= (Introduction)

T TEAT HT Tl FFcddl H wodl aiddl, IJg-Afaa Aer aur [fda A
F THY FAE Hecd@©l T BT § | Fg o dEnm S W #
FATAYSH TAIT0T FET HT Hehell, 3T SrUhTeieT TTHGISHAT HH gl S g,
FIfF HATSFdT T HA THY gld W IcUGA-hAT 9T Fhae & g1 I
Tehcl TUT A@hT &l TAT W AT Al Gfd =167 A ST Thel | g@lr 3R,
31O ThY I@ ¥ AT A goll aaeds & ¥ B o § oew o )
SIS UG HIE AP 9 AT & | 3AfIT &g TEAT Ifg ag ar Thy faAg=or
&1 faferal vd Tereilent &7 3UANT &k Sgd O HIAT T 3cUlGe] Ud dshd &l
gafad fhu foar wher T AT i FIRd & Thar § | 0T e dg §EAT
&I THGTIRAT H IOF TG I Thell & |

9.2

T fgeaor #1 37T vg gRemWr (Meaning and
Definition of Inventory Control)

T A0 &1 H e A, 31 RAFAT A qur AT A Hr A gr
5o fafeaee @ afead o & giar § | olad T A Tohetr forgeor
THet] Yo B Teh 30T ¢ Torgenl AT & 3fsad 3 ured &l &
32T ¥ WHM UG 3curel A fAdeaRfar qde wgeraw Rfeder s e &
o 3uter foRar Sar # |

ST . FReAT & User H, ' 'THY FGF0T 9 ulkar § S wie § @
wEl Td gSt 4 RERE vdy g PRiRG ww AR F mER o
AeTRa Pt F Sueer B S g

FgeR AWHRT FT ATHY & AR, ' THe @07 A, amerelt, afihar &
A, ARG Al quT ey 3qfdar 1 d@Re Ta Hifaew At & fgaer
g

AN 3G v T RAEA0T W F IR, THY FAIF0T FTd A,
3T A PAfAT AT & T F T WS Td T A T difod
TR R Wt T Th dhellsd g '

3 UBR THY YaeT Y T ATAT U9 Hod & faAdiere, dieed ua fad=or $r
T URRAT § % caRT THY & 3ATaRIF UG ITATT TR A AHT AT &
JaT 3 va awa afafafal & gaw 9 ¥ g9 & fov gidfeq A= A
THY @M AT & |
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9.3

HEY Thet AT gumell & HET °eh (Element of
Ideal Inventory System)

T ey ThY fAgeq0r gumelt # fAeT A deat &1 glar 3faAard § -

1. g &1 3T Feifetor g a@fgdetor (Codification) FIAT TfRT |

A T fARR ITOTAT JOTel ST 1T IR AT dlfeh Tefeh H Tcdsh arealt
& IUY AHAT & dR H FdleTdHd HIT oNdR 9o gl 3 |

AT TR A Gard W@ Hr T cgaedr g aifge |

A% AN & U AfWFaH AE, FgIdH AT, AU TR JUT TR/ AT
& fAUROT Fraue-gd@e fRar Sem afiRe |

3culee # A & AT TUT ST aERT & Fih W @ge=or i ggfRd
YUl &1 FATIT glell AT |

6. AN F ANAT qUT Hediwrad Fr 3T cgaedr gl aIReT |

10.

11.
12.

AT & FHY, AT T Teld H FEdr f AET & RO ey 3R w)
YTt Pl TEJA HT S @iRT |

vafad (Obsolete) s, g am@slt qur fasharsit & $r 15 araedr &,
ey RAE gawtpl & Teqd & S aifew |

Al AgeAoT g @A & @l ISl T e Reh 37ehaToT ar fordm Sirer
EURY

AT & FF9Ge H Aol arel gt [AAEN F RN THaT T FEART glelr
TRT - S HT FomeT, TR faamr, aeel Ademor va oifta e, sanfe |
et 79 # fAdeaaar g Rl 9 §iC FAT ST A1fRT |

Tt IPR & FT Feard HT THT ¢arT hd I IRT HEHI Jawdeh Teh
eI T Tava eafd gler a1ig v |

9.4

Thet III0T & HET 38T (Main  Objective  of

Inventory Control)

Tt 0T & vegE 322 T B § -

AT A AT FgaH TET, AHIA W AT SEIT TUT HHIAT 3erelel &
gl &l 27 geTcl & el

Sl WHIA & AU ITeer Seg qUT IIERr AET 1 HUROT $H oRE & A
o A fATT0T 1 32T G g AT FHIA H FHY W qfd &6l 7 |
AN o@iheT fRar3l &1 A # 3cuel Td el # diea @1 3ugEd
TUR YcTel hich FITH odlodl
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fTReR AT Hegiohel &I cTaEAT & Ul faccdig fqaxon & Ao &g
JEIT U9 TRIET HUR T€Jd e |

5. @#ET T &1fd Y T gTdH L |
6. AHIAT & HT A AITA FA7=T |

TEEAT A AR AT I YN A GG § IUPFd HAAAOT ganr giEd
HAT |
A TR AT AT T 7T H T |

9. IMEH HT AT & I YfaRid ART A qfd cafIF AEelt & AR & TR &

10.
11.

12.

13.

[T AT AT o FARF Tl @ell AR 7 & Tho 7 A epel &7
G |

et FFafeadr 1 gAied Saecsr gRARad e |

$USRUT & ToIT 3UCeY ST I 3YART AT AT T, | T #AET HF 394 fow
3UISY SE ¥ 3fU® gl A gd # & Vel |

Ig GRARTT el o fhd #AG 1 Thetl dleh HUSK H WM S T fohd #Ag
T hael RISdT & TAT e Har T |

HEAT I FTHIGIITRAT H HgedquT PG el |

9.5

Thotl fagea0r & @mer (Advantage of Inventory Control)

© 00N OO A~

el
N P O

Thet AT=70T & gAE o AT § -

AT & SR H 3T AEHRT T T ¢ |

AT FT &7 UG §&1er FA O A ¢ |

HT B AETT FH T HA & S ¢ |

AT HIEUT Y IUYFd SAIEAT el ¢ |

AT @ T AR ol H giawT W& §
O, I F FEY 0T HH A HA & S ¥ |
et &l AT ol H #Aee fAedar g |

IeTraRTe Goft RAfAaeT & =geae R o aehe § |
3cuee HE H cYqUTeT 3cUeel S8 gl ¢ |

. TR I 3T FHAT W AT T 91T v g |
TS 3T T FF T H TEHIdT Herdr § |
.ATT & FARTT SHISAT UG dIRTd Fegl & [Afad e I & ST & |

©
o

Thatl I THTTAT lal dlel ded (Factor affecting the

Inventory)

They H AASd TR & IHIfdd e dlel dcdl dl &l 6N - AT dod
aur | Afdrse dedt & dfer S Fhdr § | e &1 fFeor e yeR A § -
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)

AATT dcd (General Factors) - $8H 3o dcal &l dfFAfad fRar Srar g

S 9AF TEufed #§ RAOSE-TaR & gcger a1 3vcgeT & F gofad a_d

gl S cFaE # gefd, ER Td Faww, O @ dgAa ARy, Jqew

TR A 8o dle IR, SIS Sl IUCTSEAT AT Jeetiehl &l Eiocehivl FHT gl

fffrse ac@ (Specific Factors) - faftise dca W& dca g § s ey

# RIS ¥ geaat Traew @ § | S e aca v # -

(1) = At Fr AtFHA gFfa (Seasonal Nature of Raw Materials) 3fe
HEAT EaART 3caifed 3cUig & Foaioerd seal Al fhdl Aled Ry #7 &
3UCIeY gIdT & ddT HEAT H 37 Hed AT H YIET I a9 gial g ar J&dT
# 39 AleH R § w3 AT B FT WS WA FA @y GG
fafaifaa & gefr | 58 yeR Al Al arel a¥g3 & e 7
ol T3t Fr 37 AlgT AR J wed A F 3¥E [fEEerT &Er gar
g |

(2) &7 € ad (Terms of Purchase) - afg fAshar 31 aAm=r & Fear
AT @Gt RN AT Aed, a1, s 3uR i giawmd &ar § ar ger
3 Fear Al @A ARG & Tl §, I Fod A & AT
3T ghem |

(3) 3curesT UfhaT A wFETE vd dddAd Hfa (Length and Technical
Nature of the Production Process) - && 3cdig $r 3curges gfshar
SF Bl & AT ehelieh Gpfd T gl § 38 Al & ¥ fafadise
FEAT BIAT § | el Uhfd 3cdiesd Rl @l W s At @ fReA
70T X 3fRe g & Smar g

(4) afFaw 3cug i deN (Style of the End Product) - RfFa g amer
3cqre Aol T off Teheer F AT T AT W YA 9Sar ¥ | SHA 39S
& Toled T &THAAT dAT s g I Fr enfdar e aca afFafoa &
ST & |

(5) AT dca (Time Factor) - AT dcd ¥ f Ty & RfEer garea
AT # gATfad glar § | AT ded ey A fAfader & dw At Hir
3T H o9 alel AT, W T{iea aur AT aet $r @i 7 o=
arel THEY JAT AT & AT gl & HI TR & o arel THT & FROT
gamfad e ¥ |

(6) qfet #r et (Supply Conditions) - IfE &z At AT MY AReaR =it
@ TUT R YR & IIUT H AT el ¢ o gt # s
HA gem o AT aRRufaat BRd J g w aeer 7 e
3T ghem |
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(7) #or gRau (Loan Facilities) - 9 &ar AT 3UR %I fFar S1ar &
| dp 3T oo GTamnBit & & A & goUd AT JAT & & H
@I FHOT UIed ST Tl & | 39 YhR UIed HOT & Fedl AT HT fhar
ST Gl & | 30 YR & giaer & sRor A fAfades & 3w aweh
&1 HUSRUT HFHT g Fohdl ol

(8) ATT T A Iar-gerd (Other Factor) - fwe sfasy & FJez &1
FFATGAT @ ol Fed AT 1 HUSROT e fhar S&em | 31 ardad 7
fafsa 3f8® gl | Hod T A FRiae & §FATaer gl W aee
39eTpd &A fafdg gl |

(9) 379 aca@ (Other Factors) - e #idsgy A [RIfHAT, AT HAI=a0r,
WHN 7, IRad, Fod A FH 3G g1 o @Al 7 R_fadss #r
gHTfad ad

9.7

They AuRor & [ffied T (Various Levels of
Inventory Valuation)

Tsh HEAT CaRT fehclell AT & Tohotl IWT ST, AN GSe & Thotl AUIRA
HA o TART HT IRebeld ST & | ST 3H IR ¢ -

9T AU FX (Re-order Level):

ITE HIAETAT H AT T AT F 9% TR & 9 W WiF ggad @ aeed &
HT & H aTh HRART IRFH & & Sl & | Ig AWhdA dqT wgeida
TR & &g i H gidlr § | 39 TR & @AUiRT &S 97 &l & 39T
H HWFIA ST qUT FAT A H ST Tl HThdA FAY H AT @M SA1Ar
¥ | 3 AURYT wgpiad TR ¥ S fRar Siar & e 3meer oF Sy e
¥ HHIM I IICT H doh, HUSREE H T aedfder AT o geladd &R U &=
T Tell I TUT e & folv gaicd a@@#Fel ¥ 3cuea & et gaR &r
Feprae o Aol U | Gl TSR FR AT A & v et ga@er fhar s &
T T ER = AHUHIA 39T $r &3 X 3fUhdd ¢ 3meer afy
Reorder Level = Maximum Consumption Rate x Maximum Re-
order Period

FAdH TH TR (Minimum Stock Level): ammsh fr ol st 7 &
TFaeY H ogeidd Tl TR g ogeidd dAT § Tad & Amar 7 Fafr o
HUSR ¢ H 38 a&g 1 Tidh ol alell AT | 3cdeed I el T
Wel & ToIU AHIA & T HT cTIEAT 36 TGhR &1 Sl § b a&g & ~geTad
Tl TR W UG TA & Igel & TR H 7T G F AT IIed @ elr § | Ig
i i v 0l giaa Ao § 9w W s 3cueeT "ehe &t gy T@r S
Thar § | sHIfAT 30 Aheareld Tk (Emergency Stock) 8t sgad & |
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gHepT fAUROT |IA & 39T S A &, AT Al IIod Fel H o9l drell
AT FFHT TUT GANTC TR FN AT FH I@H RAT SAET § | SHHT 0T
T T 56 YHN § -

YTaH Tl TR o = T YA TR - (AT 3YHNT H &I T
AT Gl TR 37ae)
Minimum Stock Level = Re- order Level - (Normal

Consumption Rate x Normal Reorder
Period)
(3) 3RFHaw Ted T (Maximum Stock Level)
HUFIA TWie TR e & et 7g & Foaewr H ag AHfUsdA @& ¢
fored 31 39 avg A AET FAIIIT TR F TG 37 & S § | HUSR-
T # Tl A AT A Fr aedfas AT T6a wgedH UG JfehdH J#ATs
& I Felr el § | 3FaA FWie TR & FUR0T FRa FHT 39T H O,
ST ATl e el H ol dlell AT, a&g 1 hEd T 07, HUSK 9§ H
T A 3T HUSRUT ATeTd, HIILNe Yoil r FeolordT, AT HT ITeleHd,
AT # 3dR derd, Yot &1 omerd, Judeled & 0, AT oI, DRI it
MG dcdl &l €Al H @M ST § | el & 31 #Er 7 9§ Sigl T
AR F9d g § 3f0® TWie & FROT Goff W AT &I @A, HISR @ &
AT # S, TT FE, BloId A MG F FHROT HUF g1t gt @ off o
W@ & | HfRaH Teleh TR A 0T e gT & fr S §
ARAFAH Tl TAX = IeT: I TR + F: IS AN - (7 GeTdH STHET &
& X TeIcH Yo 37TCRM T Jafe)

Maximum Stock Level = Re-order + Re-order quantity - (Minimum

Consumption Rate x Minimum Re- order period)

4. 3w @Rl ¥R (Average Stock Level)
Teh fAATON HEAT H 30 HUSR 7 A JHHae Al I@e Amigv 38 3
AHA &R FgT AT | Ig HASdH Ud ~ofdd &R & o H g1 & | 59
et g7 A "ergar § e frar S §-
T s TR = Y (RFaH Tie AT + sgAaH TTidh )
Average Stock Level = % (Minimum Stock Level + Maximum Stock Level)

Average Stock Level = Minimum Stock Level - ¥ of Reorder Quantity
i T TR = gTdd FWidh &R - Y2 (FF: 3G A
feoqolt : caraRRe wedAl # Ed wWie TR & gUA I F g6 RAr S
g Fifh gfada T H1As aRumA & Tl o |
5. @& ¥R (Danger Level) :
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AAITAT THA F Tieh wgidHd Teh TR T AT o161 el f&ar AT g,
fhrg ooy aRfRufaal & weie & 9 58 &R 8 A & aer § | s
TR AT T & 98 TN ¢ foray Tl & Ar fdr off aRfeafa & Jr
8 e TRT | Gl fr AT 30 TR W 39 & g 7w & dRoT
3E o Udhell U3 | S GG | F Ig TR ~Giad Fih TR d IR
fheg G 3mcer TR & A AufRa fmar arar € 1 sdr e A g7 8
&1 ST Fehrdll &

Danger Level = Minimum rate of consumption x delivery time
3ergor (Illustration)l : T 3¢9l & @ATOT #F Tk Heger A ,B dar C =T
YR T FHIA HT FAT FIA &, [ordh v fdFT a7 3mr g § -

A Company uses three raw materials A, B and C for

manufacturing a particular product for which the following data

apply:

Raw Usage Re- Price | Delivery | Re- Mini
Materials | per unit | order | per kg | period | order | Level
Product | Qty (Rs.) (in Level | (kgs)

(kgs) (kgs) weeks) | (kgs)

A 10 10000 | 0.10 1to 3 | 8,000

B 4 5000 0.30 3to5 | 4,750
C 6 10000 | 0.15 2to4 2,000

gredifess 3cargeT T ATROT 175 & 225 SHEdl d & o 3iiads 200 § |
e AT & AT 7 39T A v g
Weekly production varies from 175 to 225 units, averaging 200
unit of the said product. What would be the following quantities:
(i) A & gedad T (Minimum Stock of A)
(i) B & 31f@&ds i (Minimum Stock of B)
(iii) C =T geT: 31meer ¥R (Reorder Level of C)
(iv) A &1 3iaa Tels (Average Stock of D)
gd (Solution) :
(i) Minimum Stock of A :
ROL - (Normal Usage x Average ROP)
8,000 - (2,000 x 2)
8,000- 4,000 = 4,000 kgs.
Note : Normal Usage = Average weekly production x Usage p. u
= 200 x 10 kgs = 2,000 Kgs.
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(i) Minimum Stock of B :
= {ROL + ROQ) - (Minimum Usage x Minimum ROP)
(4,750 + 5,000) - (700 x 3)
9,750 - 2,100 = 7,650 Kgs.
Note : Minimum Usage = Mini Weekly Production x Usage p.u
= 175 x 4 = 700 Kgs
(iii) Re-order of C :
= Maximum usage x Maximum ROP
= 1,350 x 4 = 5,400 Kgs.
Note: Minimum Usage: = Mini weekly Production x Usage p.u
= 225 x 6 = 1,350 Kgs
(iv) Average Stock of A
_ Minimum Stock +Maximum ROP
2

=10,125Kgs.

_4,000+16, 250

Note : (i) Minimum Stock as per (i) above
(i) Maxi .Stock = (ROL + ROQ) - (Min Usage x Min. ROP)
(8,000 + 10,000) (1,750 x 1)
18, 000 -1,750 = 16,250 Kgs.
(i) Minimum Usage = 175 x 10 = 1750 Kgs
Where; ROL = Re- order Level;, ROP = Re- order
period;

ROQ = Re- order Quantity.

9.8 They fageaur &r 'wardl' yumell (A.B.C System of

Inventory Control)

IAdh TG H 3cdleed & foIv &g YR I AAIAT o1 96T fohadr Srar g
| 37 @8 FATIAT 7 AT UF AT o161 el | $© AT Igd HeddleT arar
2, T d9gd & dUT TOHALIH Hed H g & |

e W 3T Feaor @ & v ag maas & F aEfEt &1 39s
3UANET-HET (Consumption Value) & AR gaffeor foram ST | &@& &
31 FAd TN R gEd 30e cae I Ser @ik qur wa qom @
HHEIAT W UETHd HH €I Sl dMeT | T TIoCahoT ¥ FHIAT & dief
Aforar & fasrerd fRar. ST Ihar § -
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(1) @ Aoit - 38 I F Ieddd I FHAEFIA AfFATGT H SCr § S 9T

Heaare & | ST e AHIAT T FoT e FH 9 70 F 75 wfaerd g
¥ foheg STl AT Fol AT T hae 5 & 10 yfaerd d g & |

(2) ‘& Aoft - 37 Soft &7 FEEl & 3 7S fFAfaT H e § a FEIH Jqog gt

A g | SR aeETd g Al Y oI aerd & 15 F 25 gfawrd @ §
Weq SoRhl. HATAT ATHIA H Fel AT HT 20 ¥ 30 Ffdrd gl & |

(3) ‘&Y. Aoft - 5@ Aoit ‘& 7 FARRT afFAfaT i A & S IveTEd aEd aur

(i)

FH AT H A & | T I FoT A & 5 ¥ 10 wfaerd aAr FoI- AET @
60 & 75 wiclerd gl ¢ |
aTferehT SaRT EFIEHIT-

T | T AT FT ARG ; | FT A HT AR
T 10 % 70 %
ar 30 % 25 %
dr 60 % 5 %
Fol 100% 100%

THIAT & 5T FEMEUT H 3229 Ig - U AU Hr A W H3T g qdifds
g7 @1 S g, A Ao hr @I W UEThd A JUT Hr Aol
AN W FH AT o AT |

39geFd faaRor @ Tose g, 6 ffes #Ael 7 39, @ e Ao 7 e
3T Fecd & @R fohar Srem g | figesor i gfSe & 3 Avl dr awgst
W AR &g f6ar Srar § | @ fr argl Rt & awea dfcas
fag==3ur (Routine Control) & 3l @ S & -dur &' Aof & FEgIi
[T & IUR T FART 1S Ggiadl R HUROT [Hge07 @1 Sirar g | 3,
g, ¥ gaffexor gider fAg==ur (Selective Control) Td 3f9dG-Fa&9 Yeetl
(Management by Exception) & figled o 3menRd § | 37 30 dgfad &l
gfer Aot yomelr (Selective Control System) & &gd § |

qg’ faeawor awlled (VED Analysis Technique). gl '3 & @9 V
= Vital= 3fcamaeTs Ir 9omeR, E= Essential 3maTe 337Uar Jerdd dUr D
= Desirable = ar@a & foar I @&ar § | Tg daelidr AfdRed iRt A
qeil & HUSRUT & AT YR STl § | 38% eddd goil A e gen A
fosiara forar STam . () 3rcamaRdes, (i) Heeig a1 3MaxIS JAr (I11)
AT | Gelt & 38 TAHS & NUR W gL Fhed [FuAor w1 Sy fear
ST |
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9.9

gl 3G AT 3Yar ¥ 3G AT (Re- Order
Quantity or Economic Order Quantity)

(i)

I FT HT AU Sd TAT g fArfdd e Agcaqur giar ¢ o fhast
AT %I & S0 | FHAT HT a8 A T [T T T7@T W FHT 3¢ &ar
ST § G Y AT FEeldy & | TE A NEF & F 3RG- g aifke
safar 38 wdfan 3uar s 3mgyr AT (Optimum  Quantity  or
Economic Order Quantity) 3 &g & |

3nfde e AmEr AU a=a g @5 & yR A and e F @
AT AR T-

ameer &Pt (Cost of ordering) - Jg fashdr & T G ol TAT AHA
gIed @el T oRId & | STH o@d T & e, w9 fsmer Jur wiea
AT & JTeIdTicrer ST AT § | 3TeRN W T T ST arell. A
AT e waA gl et A J&AT 3= HfAF g el | Fde 3ifde SR
TSR &A1 SR, Fof 3G RT 3ail &1 3ieeh glefr | S8 Jeh Ui 3eer
w9 A st e gefl, 3neel &t dEr &A@ el 9 $d e
T o A g el |

(i) "Ig F= F awErd (Carrying Cost or Storage Cost) - Ig AN FI T8

A B AN § | sEd rAfaf@d 7 afEafag ¥ -
HIAE F A AT (SHA R HIR TUT 3 R FHAARAT FT I, @
qHA, s HiFATAT §),

2. @A 7 R gl W sare
3. §IFAT I
4, FHAA WA IS & HROT gl dlell glietdl, 1S |

IWIFT Gleil YhR I AITAT T STGER Toh gaik & [ARId & | o9 9fa 3
I HT AT FA AT & o QT a¥ FH Fol IS AT HAF @ SAdr g adT
HIE F A FoT dAFIT FA g A & | 39% Quda, a9 9fa meer w7 $Hir
HAET 3HRF & A Tl Y dFEIT FH G AT § Wed HIE I I Tl
T 3R g S § | 3T el YR T SeTdl H Hedolsl Wod S &
AET AL § | & 3neer AE 38 TR W AuiRa i o § s )
el YR T STl T AT wgeicda 8 | I8 =T 9.1 & Fuse fohar = g |
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200 -
Economic order quantity
600 )
A [
-~ %, ¢
& X '
g 400 '
8 oo
."N%
o
&
2004 cot
Q
M""'Q Cq,.&
° 250 500 750
Units per order

&7 9.1 - 3 3meer AT
3R 31MeRr AT oy fAeiRor & faferdt eary fham S Hevarr © -
(i) 7 @ (Formula Method)
(i) aferer fafer (Tabular Method)
¥ A - 585 easta & 3nger AT e g3 & garT A1a @1 S g
. . 2.AB.
EOQ (in units) = W
Where EOQ = 3nf¥& 3meer Amr (Economic Order Quantity)

A = @A & g 39T I AET (Annual Consumption in
Units)

B = TUah 3 &1 T amerd (Buying or ordering cost per order)

C = 9fd gHIg «eTd (Cost per Unit)

S = TUH SHS & TIGUT Wl I afi¥e oeTd gfarra & (Storage or

carrying cost as a percentage of average inventory).
arfesr Rfr (Tabular Method)
arfereT seTTeR ot 3T 31reer #ATT ATT Fr ST Fhdl § | 3T TR ST dTfoll
H AffeeT e Fr AEBT W e arErdar (Ordering Cost) T2 T3E et
@I @Erar (Carrying Cost) & 0Tl &Xeh ol oeld Ald @l Sl & |
3 3G AMT 38 &R W ARTT & S § 8T W Fol e 7ggidd
gl I fawsT 3emeor ¥ gur R g |
3ergor (lllustration) -2 :
arf¥& 39HET (Annual Consumption) 12,000 units
37Cer o1 I 9T (Cost of ordering) — Rs. 15 per order
AT T AP (Cost of material)
$USRUT I oI (Carrying Cost) Rs. 20 % of average inventory
foreer arforer Serey 3nfde 3neer AT Jra & TS © -
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No. of orders | Units per | Value per | Ordering Carrying Total
Per year order order cost cost cost
Assumed Rs Rs, Rs. Rs.

1 12,000 15,000 15 1,500 1,515
2 6,000 7,500 30 750 780
3 4,000 5,000 45 500 545
4 3,000 3,750 60 375 435
5 2,400 3,000 75 300 375
6 2,000 2,500 90 250 340
7 1,714 2,142 105 214 319
8 1,500 1,875 120 188 308
9 1,333 1,666 135 167 302
10 1,200 1,500 150 150 300
11 1,091 1,364 165 136 301
12 1,000 1,250 180 125 305
13 923 1,154 195 115 310
14 857 1,071 210 107 317
15 800 1,000 225 100 325

Notes:Unit per order = Annual consumption + No. of orders

Value per order = Units per order x Cost per unit

Carrying cost = 20 % x 1/2 of value per order

Total cost = Ordering cost + Carrying cost
3RFT difeleel & 3% 3T A 1,200 @Al Gl IS § iR 59
HAET W Fdl dRTd 68 FH § | SHHN dcad Ig g H Tk av & 3wt §Hr
TEAT g9 (12,000 + 1,200 Tfe 3meer $r A 1,200 SHsAT T A & 37w
HF g dF FoT et HRF gl | 3@ arfde o’ gfv i aiome &
AT g7 [ & e g & fohar 3 §
EOQ:\/Z.A.B. 2x12,000%15

C.S. 1.25%x20%

AT g (Quantity Discount) - HRI ATAT # ATl & HT Fel W AEN JT
& S § AT FS SR YE U 3cUee BT & fF FT AT T F A e
e & T e e AT & 3f¥F AT 7 ey A I ar A6 | g
T T Srar § A ol e A M Aera F wer I &, fheg gl 3R
ThetT TWed T AT 96 STl & SATIT The] WA T 9T TG TCRT col hl
AT H YE gfg T JAT AT FE F Holka®T gl dlell gad H HeAl A1’
| afg sgq f TR g g ¥ 3R g & gl e e AT @

=1 200 units
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S ART H FGY ST TR, IeqAT A6 | g &F I G0 H FH
Tose frar am § -

3¢rgYor (lllustration)-3 :
TH T UF OV A iy aif¥e Afr 10,000 SHEAT § | e @A HY
AT Ui s Ufd a¥ 20 % § JUT 3MER &oF T oIETT Uia 3eRr 40 & §
| qfderdT garT 3gd AT 4 & 9l grs 8, fheg qfderdt 1,500 ar 31fos &
3EA & fAT 5 % F2T YT & N TP & | FAT T YEdd I T Hl
ATHIE §?
Annual demand for a particular items of inventory is 10, 000 unit.
Inventory carrying cost per unit per year is 20 % and ordering
cost is Rs. 40 per order. The price quoted by the supplier is Rs.
4 per unit However, the suppliers willing to give discount of 5 %
for order of 1,500 of more. Is it worthwise to avail of the discount
offer?

gd (Solution) : Calculation of Total Cost -
(a) Without discount

Carrying cost per unit per year = 20 % of Rs, 4= Rs. 0.80

2x AxB
EOQ = s
_\/2><10,000st.40
- 0.80
=4/10,00,000 =1,000 units
Total Cost: Rs.
Purchase Cost = 10,000 x 4 = 40,000
Ordering Cost= [ix Bj = [10’ 000 X 40} =400
EOQ 1,000
Carrying Cost= (@x CSj = (@x 0.80} =400
2 2
Total Cost without discount = 40,800

(b) With Discount of 5 % Rs.
Purchase Price = Rs. 4-5 % of Rs. 4 Re. 3.80
Carrying Cost (C) = 20 % of Rs. 3.80 = Re. 0.76
Total Cost :

Purchase Cost = 10,000 x 3.80 38,000
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Ordering Cost = i><B = 10’000><40 =267
EOQ 1,500

Carrying Cost = ( ESQ X CSj = (gx 0.76} =570

Total Cost at a discount of 5 % = 38,837
Saving, if discount is availed = (40,800 - 38, 837) 1,963
Hence, discount offer of 5 % should be availed. Order should be

placed at the rate of 1,500 units.
3¢rgYor (lllustration) -4
(3) T FF9l & Fod AT T aNe HETSAT 7260 SHESAT & forEdT aerd
750/- %, 9fd 3HE § | U RN FT AT 62.50 . § | IhieAS Ul
H FHFIl I GI&T T & & H 1 AF & TH N AGTRAT § | Fodoed
T@-IWE & o9 AT Sedeedl aeTd & 10 % g | AT AT -
AdH Thet HET
AT Heer AT
3TTRIA Thed ATAT
T Fewr AT
TG T
HUSRUT Tl
Fol Thetl AT
. Fol Y N
(@) FoT A F Yfclal 38 &g WeAd & 6 I 3MeRr 500 sHEEAT F AP A
gred & @ 10 % F37 f&ar o1 dhdr § | dRoT dfgd ddsv & §gr &ER
foRam ST 31ar 18T |
A. A company needs annually 7,260 units of raw materials @ Rs.

© N o Ok wDNPRE

750 per unit. Ordering cost is expected Rs. 62.50 Per order. The
company keeps safety stock of one month’s requirement to meet
emergency. The Carrying is cost is expected to be 10 % per unit
of average inventory.

Find out:

(i) Minimum inventory  (v) Ordering cost

(i) E.O0.Q (vi)Carrying cost

(ili) Maximum inventory (vii) Total inventory cost

(iv) Average inventory  (viii) Total purchase cost
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(B) The supplier of raw material has agreed to supply 500 units lot 10
% discount , state whether the discount Should be availed or not.
Solution:
(A) (DMinimum inventory :
Minimum inventory will be equal to safety stock, i .e.
7,260

—/——— =605 units
12
i) EOQ :\/Z.AB _ 2x7,260x§2.50
CS 10%of Rs.750i.e.Rs.75

_ %5500 ~ 12,100 =110 units

(i) Maximum Inventory will be :

= E. O .Q + Safety Stock = 110 + 605 = 715 units
(iii)) Average Inventory will be :
_ Minimum inventory + Maximum inventory 605+ 715

2

(iv) Ordering Cost= A g_rl260
EOQ 110

EOQ
2

=660

x62.50 =4,125

(v) Carrying Cost= ( + Safety StockJ xCS

or Carrying Cost= (%+ 605} x 75 = Rs.49,500

EOQ

(vi) Total Inventory Cost= [KAQX Bj + ( + Safety Stockj xCS

= Ordering Cost + Carrying Cost = 4,125 + 49, 500 = Rs.
53,625

(vii) Total Purchase Cost = Total Inventory Cost + Total
Purchase Price
= 53,625 + (A x Cost per Unit) = 53,625 + (7,260 x 750)
=53,625 + 54,45,000 = Rs. 54,98,625 .

B. Now, if the purchase of 500 units is made , the following will be
the total purchase cost :
= Ordering Cost + Carrying Cost + purchase Cost

= i>< B +( EOQ + Safety Stocijcs + AxPurchasePrice
EOQ 2
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_ {(%x62,50j+(%O+650jx67.50}+7,260><675

= 907.50 + 57,712.50+49,00,500= Rs. 49,59,120

The Total purchase cost of 7260 Units when 10 % discount is
allowed arrives at Rs. 49,59,120 which is less than 54,98,625 .
Thus the offer be accepted .

Working Note : Carrying cost is calculated on new purchase price
= 675 x 10% = Rs. 67.50

9.10

3R S ATAT I ATIATT

3NfAF 3meRr AET & v FrAfaf@a Aegant 9T 3menRa g dr & -

1. AT T HAET HGISAT F IR TeT 8iar |

2. G H A NTRIRATHT FT G haT ST Thell ¥ |

3. It Fr ufd s Aed ARTIAT § |

4. | HT quT GI&T qawqT ¢ |

5. el AT gl s FATIT A8r Eal ¢ |

6. T HUSRUT UG Thetl 3SR o9l T Ear & |

9.11 Thetl faAgedor & goadda a  f¥&aA gome
(Minimum and Maximum System of Inventory
Control)
Thet fAGAUT T Ig I QA Tohelleh & | 3 dohelldh & Hedard fHdH
THe TR H HUROT AT AT NEISRAT F YR W R A & aw
TATH TR 30 TR | AuiRa frar smar § 59 TR | amslt &7 3new
&l W 3MCRM AT H 3cUe Fhel I FFATGSAT o 81 | Soioh FAT HT quleT
ggel & fRaT ST gHr B | 38 Tdele & AN Ted & ogiddH TR W
it FT FF e ¢ Ar S & FEE el & ured @9 & gard aresh
FT 3fAFTH TR 9I©d & ST & |

9.12 Thea TATeAUT & HCr Tsh YouTlell (Order Cycling

system of Inventory Control)

gl % (Cycling) ¥ 3fAurT v fifaa gwaafr & geara ey &I aomr
T E | Ty UET & AT Voo TR T4 W & Tl T FI 3T
g ar Srar § | 3§ R AuRd gHaef™ & 9eurd 0T e #1 U9
AT & 3SR T T Teldl I@aT & |
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9.13

e fATeaor &Y Foredl [Fgeaur gumell (Budgetary

control system of Inventory Control)

$H doelleh & 3feddid faffest AT T MTLIRATI FT AT FTMHT 3oTeh!
HERTHAT & FHI YA Il g HT H RGN IR A U6 Thedl
faeaor gq aredfa® 39ANT T ST YA FH Hedk AT [hdT AT ¢ |
THIAT S H THAAT [THT qETAT R AR FAr § |

9.14

Thet] fAgeA0T $I gfd-fdeT Joumell (Two - Bin system

of Inventory Control)

59 Ugfd & 3eddid af o (Bins) @ ol § | 9ue foa & amvelr wifca
Td G HIGY &f & ALY & §AY ¥ FHEYd A @ ST § Seie
i foeT & O S & & ALY & AT § @ witq d& & qAT d
AT T A § | G & Ta @t wiftd & AT & AT F 1S A
(Lead Time) g & | 31a: gfada fa # iz ea & ofd & v TR
T A 13w uegfa 7 O & yud e el wAed @ S €
el Al g A & ;T ST § U Wl witd # o9 e §E a9
s ersH & R

ST oo &7 |Ha &1 92T AT STl § | G eI AT 9Ied -8l W)
38 T 9UA U9 gfad gl fodl & 3@ Sam § | 39 YR Al fgesor
& Ig FHA AT BTl & |

9.15

TTHIT T FSND Fafferor

IqE FEffeuT FHIT 3dcd Hqad (Material Turnover Ratio) & 38R W
& fRar ST ¥ | 38 AT OR 99 9 o § -

‘F’ or fast : g Aoft 7 98 A gt & foraer e waer 8 W@ g |

S’ or Slow : 3 g H 39 IFA A WA § [SEer g R a8t
W& | T§ T (W arfge F ol Al #r wee
378F o & |

‘N’ or Normal : 3& Aol & IRl T 3dcd AT giar & 3R Ig F or
S & meg & Ul ¥

‘D’ or Dead : A dg A § Eedr gAer e & Fe 8 | sEd
IfafSsa (Dormant) a 3vafad (Obsolete) @Al R
$r gt 3 AT §
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9.16

TR

aEg @ 3cUlesT WiHA, HH Td #Mel (Men , Materials and Machines)
T FJEIar & & g1ar g, Y o avq Fr Icuree aea & 40 ¥ 60 gidwrd
3T WA WX T 4 BT § | 37 3cUIesT H H UgFd A S drell FHIAT
H Sh-3lh Yt o gl W SAGAR T GHRIA o R HATrd AT STl
FHG gl gl | Thed fagedor ag ffr § e carr wgaaa oG
fafadiser & aifed fher vd aifed & &, 8% @7 W ogeldd oaneid J
HHA 3UeY g T T HTaRISdl TS W Icdiesd fAHml. & garAdgds
fAfAa &1 o7 #@F | arga: Ehey e e gefa § fSae garr amal
T A9, %I, e, Aderor, dagen, A, @i ud 3eetor f sgaern
N FId & Ed & g g vd 3Rd Hy W 3Rg AT #OETE
forea &1 Al Scureer famel Y el @ ggES o W | ey AIedor
& HTT 32T oI AT AT teh ofeTd & Sl el gier & |

9.17

SEACEI

Wiz esH (Lead Time) - i3 TE3H AT FI 9§ 3eckldl & oif Th G ol
T aFdd #H AT 9Ied el H o9, & |

9T: A TR (Re-order Point) - GoT: 3T TR Fhetl & ‘98 TN & 0T
W T H Y SR X AT ART |

T TiF (Safety Stock) - Ig Twed H ag AT § ol T, &F &I H
Theel I fr @A F T & v @ ¢ |

a3 fAdwor (Ved Analysis) - 35 faRelWOT &I YANT cJadT H FHIHA ATl dlel
et & ey # fFar Srar § | 39 R # ey # dHaaasd, Hads
JAT TSN gaif 3 &ieT SAar g |

THTH.UA. fRewor (F.S.ND Analysis) - 38& 3eddld THIA & 3T%
FAET I Afd & TUR W dST A dlell, Heq I dlell AT 70 drell T
3arfaeiier gaif & sier ST Gehar § |

#FHe &R (Danger Level) - 6 TR FH GaRT IW S dlel 38 Thetl Hr
ATAT F Fgd & S The DT H Thed IURT HT AWH I g9 & v &
ST & |

9.18

ALY YReT

1.
2.
3.

Thet] fAIF0T § AT FIT FASIA 2
Thetl fAGF0T gorely T 3TaRIwar Fat §3?
Tt AT & FIs IR 9T 3eed fAf@v |
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© ® N o 0 &

Thet] fAII0T § Fld-hled & T g Thd 57 AT |

THeY fATTT B g IR Il dedl 1 JoTA RAT |

Qe JTERN &R A 31T FIT FHASA 87

=geTci# TG IR Feleh T AT el & G qABT |

ey fAIFor fr Tl Jomel F 3eTER0T SR AHSIST |

3fde 3neer AFET F1 URT R RISt gant e Sirar 82 Fase fifa)

9.19

ICHITCR LT

AT &Y IS gI § 3T 3ger A AET FHr AT HIfFT.

Find out the Economics Order Quantity from the information given

below:

Annual consumption of material = 600 units

Ordering cost per order = Rs. 12

Annual Inventory carrying cost = 20 % of inventory value;

Cost of material per unit = Rs. 20.

A R s azat & e e Fr AT GUT Uk v 7 & S arer et

T FEAT qAT & e & T AT eIl & IReFoled HIfAT |

Total consumption of material per year = 10,000 kg.

Buying cost per order = Rs. 50

Units Cost of materials = Rs. 2 per kg.

Carrying and storage cost 8% on average inventory.

ANATT TeeusAS TH AT #AG i 90,000 SHSAT ari¥ss AEar & | Ui

SHE APId 3 &, Ufd T 312 oRTd 300 ¥ dAT Thed WA T d9ld 9fd

SHS YT A 6 & ¢ |

(i) 3t 3mcer AET =47 g2

(i) TEAT F FAT AT AT, Ife Yfcdpdm AT EAT I FET SFAIfAd AT
g

3T ATET T %
45005999 2
6000 T 318 3

Shrinath Enterprises require 90,000 units of a certain item
annually. The cost per unit is Rs. 3 the cost per purchase order is
Rs. 300 and the inventory carrying cost is Rs. 6 per unit per year.
(i) What is the Economic Order Quantity?
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(i) What should the firm do ,if the supplier offers as below :

Order Quantity Discount %
4500-5999 2
6000 and above 3

Fur I3 for. & WA A F 33U &g cifoieed wWlica § (Fad T fheA
FT 3cUTesT fhar SITar 8) | 9% A & v 8 cifaed fir 3maeaerdr gidr &
| T @ 10 dT o af ool Fr foshr gq Fafed foFd ST &@Fd & | ad#d =T
oRfEafd 7 16 ¥ a% ol ST ¥ & | 3G gaewr 14 & 24 & Fr 3caea
HTERIHAIHT I Yfd &g HIEUT & AU oiar § o AU va fArdad &R
1 fauRor AGT | ey TR OH N e Fifaw, IR qfdedr g@nr
giforeed i ofd & 4 e o o & |

Usha Radio Ltd has to buy transistors for the manufacture of radio

sets (only one type is manufactured). For each set 6 transistors
are required. A minimum of 10 sets can be undertaken
simultaneously and can be assembled for sale in two days. At the
present site condition, a maximum of sixteen sets can be taken
up. If the management decides to hold 14 to 24 days production
requirement, find the Maximum Minimum Level of inventory. Also
find out the ordering level of it take 4 days for the suppliers to
deliver Transactions.
Ans. 1. Minimum level =420

2. Maximum level = 1152

3. Re-order level = 540

9.20

TocdT T

1. el g & AT T - VAR, 379rarel, Afeleh TUS hededl, SR |
2. Reda gewe-sl. adss, Aifecy sae afeened vos Bedeged wrfar, 3mm

Financial Management - Agarwal & Agarwal ,Ramesh Book Depot,
Jaipur

Principles of Financial Mangement - Khan & Jain.

Financial Mangement - R.S. Kulshreshtha.
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SIS - 10 : Uhs Walg [daXur (Cash Flow

Statement)

FHIs I FRAT -

10.0 3=

10.1 9&draer

10.2 %3 vag faReT & A U GRHAMT
10.3 U3 Jarg faavor Fr fERivard

10.4 UHs Yarg TR & 35T

10.5 s Yarg TIaOT FT 3YAET 37UAT Hgcd
10.6 U3 yarg faavor $Hr JHAT

10.7 UHZ yarg fAa0T Ud Y yarg faavor # e
10.8 qFs yareh & geffeor

10.9 UFs yarg fAaRoT & 9wy

10.10 UFs yarg AIOT TR T

10.11 fAS=uTcHS T2t

10.12 cgragIiRe 9

10.13 HeH I

10.0 322

T SHIS o T o a1 3T 5T 9T g Tehdl foh -
e s Yarg faavor &1 7Y a1 T |
e (Hh3 Yarg TAROT & dcd §dT Toh |
o UFhs yarg faaRoT & 32T a1 T |
e Hh3 yarg faaRor Hr AT Iar1 T |
o W FAH-3 & HIAR U3 FaTg TR0l IR aX T |

10.1 9E&EAMGLT (Introduction)
IYfAs AT HA YIHR Yeetlhl GaRT Ig Ald el 3aeTqh giadr ¢
foret-foreT ATl @ fohcett Uars wrea g & I fherfone @Ml & ks I
gs & | FIY yaig fARor & A%z & TFAY W IGERT F T a@fFAfad
fhar ST §, TOdAdT TFaeer s ¥ 16l 8T | 38 HRUT 38T 39 & I
STAHRT 7 & el B A3 & e A = & qU 365 F 37 S B
A # FE YHR I9ANRT HAT ST &2 I8 AR g4 Uehs garg faawor
& HAEIH § 9Ied gidl § | 39 R Uhs Yarg Aaxor te fafRad afd &
frely saqar garT Vg WIftadt vd ard=il T Gl Y&l L ¢ |
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10.2 (s varg fgavor &1 31F vd gRAST (Meaning and
Definition of Cash Flow Statement)

Uz yarg AaRor Rl caraaf¥s dTar & ordihe 1Aty & Uahs & Afdea
Tdl T 39NN AT TR UG FRal § | I fARer ag qar & &
gard H el Eial & Uhs wicd g§$ & 9T 38+ fha yaR RAffieT
39T R § | ol AH-3 & IHgER UHs YaIE [daR0T g Uhs & 3
Udhs e & for =r §, e (i) g¥aew d+s (Cash in hand), (i) s&
# ®Aler FA(Demand deposit in banks) F (i) IHs ged (Cash
Equivalents) emfaer § | (s Jodil & MR HoTshlelled U Jled kel Blol
Ay JAfAEET & oemr S &, O F Jear 7 9Radd & FROT S
SITEH &7 gl & |

ARA & FEEICIE 36 HEC TUS gF THBUUCH & IN[ER,"VHs JaTg
faavor fFEr & g3 3O & Vs IraIHAEt & WHURTT T 3Adr g
ITAT WA F 3227 T e M & 3=adia Vs & agat (&ah) ud
3oTh 3TN F FARIT AT Ahs & JdTg Hr fqaxor g 1"

10.3 Ups Yarg faavor $r fFAVAT (Characteristics of Cash

Flow Statement)

JFS TaTE AR § feAaad [Euvar g &

(1) AFs FaTE fFIROT A FIST & IMUR R IR I ST ¢ |

(2) 38 AT 7 Abg FINT F MR FEAET A3, dF 7 Alr AT AR T W3
JEAEI

(3) 39 TAaRUT # 3oUelolled dUT Jid ool gl A AR & Uehg AT
ST € |

(4) 75 REoT Vs A A oA F @ yEREt & ST g A aRadAr B
SRR Felel &Y & |

10.4 UHhs vdrg fdaioT & 32T (Objective of Cash Flow
Statement)

38 0T & W@ 3337 Arfaiad §-

(1) Rffreet awf & Aoz vaE RO & FRANYT ZaRT WS # AFs & A
A Td 39N T @i R o e ¢

(2) Az YarE [AaRoT @R ek Afaat & @euRor vd 398 gEeag wRd
Fe H FgrIaT fAerdr § |
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(3) IFs yarg faRwr de Fwr Fr RFAfd # gu aRad« #1 FeAvor &= 7
HETH ¢ |

(4) Vg garg [Aa0r ganT doic & Hifod qElgAEr &1 Vg gardy & aedias
qROTMAT A JofeT & ST Tohll &, S e @g==0r 7 amve g ¥ |

(5) Vs vaTE fAaR0T GarT GEAT AT AT &TAAT HT HJAT oTAT T Fhell & |

10.5 AHs varg fAaior &1 39T FUArT Hgcd (Uses of
Significance of Cash Flow Statement)

A yarg fFaror v aefae faewer § f5as 3uaeT g@nrT J%hs vaE &
IR H IFATT ST ST Hhd § | 3H TR Ig Uil fdedid faeersor &
Teh Agccd ol YT § | 38 ddheildh & YHE 39T AT FAed [FaAlaR -

(1) w3 & 3FMERAAT A YHe & (Disclosure of the Movement of
Cash)sd daRur & HAEIH ¥ Uhs H FAl 9 Jig I $Hb HRON AT TR0
e ST § | I8 fAavor 39 aREafaat fr off sarear &= & g8 g1ar g,
e ol gg omedl & dasg Uhs AT F HAT A1 ol Yg g & drasg
Ukz AT F gfg grelr & |

(2) 3ealR®d R vesr A Weg™@® (Helpful in Internal Financial
Management)i&s 9dlg fOaRor & #ARIA & Jdhs & AffAeT TAr d
3UART &7 A BIam &, TOH Jatehl Hl TEAT F e Reh AT Tt ST
T UGS, A HIAEH, KON & MUA g & Fraleud Afaat &
fAuRor & wergar fAerd ¢ |

(3) faccy +ifawt & @ASer v WA=y & "@g™@® (Helpful in planning and
Co-ordination of Financial Policies)-facdra siifaar & e &1 &g
TR kg gred geft, frdely 3meaes amer=t & gred gl fohde steg arear
 gred greft, qur fhdelt Ahg AT fARFT cgaedr T gl | 37 IR W
Uhs SoIC ST STl & | 36 YhR IE deholleh [decid aifadl & fodistel wa
AT H TEESF grar & |

(4) Ageaor & "@gr™@& (Helpful in Controlling)es-garg fdaxor & faveor &
IHI H g AN W fAGAT [@T ST Fohal § | Ah3g Falc & qaTgATE
Vg Yarg & JEdids IRUMAT & Il & e A A fhar S 8, 39
ek & FHRON N AGHA har Sirar § qur FAen g fofdes fashodt &r
SAHNT 9Ied R GURICAS HAAET H S § | 38 YR Vg yarg faawor
fge=or & Terw gar § |

(5) el e Aokt & wem® (Helpful in Short -term Financial
Decisions)- 3feqsrelsl e Aot & Aeg &1 @afaR #Ageg gar & | 3
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Ahs & il eTarela ey Aokt & T a8 Sary Yere aar §
fF wear i o Rafa S @Il aur d8ar & eusel A 36 delar @
eI T €T # T@d g fhdl cFagR &l T aifge ar #7@r |

(6) @A # wWe™@E(Helpful in Forecasting)- Affi= auf & U&s vaE
Aol & faRewor @ Vs & Affe EHal v 399 $r yafea &1 3egad=T
forar Srar & | 30 yeR udfed 3eTde & 3R W Afasy & Jhs & _ffea
At T 39T T qalee fhar ST aear § |

(7) va=ahT garar &1 Ag-T(Measurement of Managerial Efficiency) - Jg
fAaror Aps wiftad v 3T & yaer i carar dur [P cupreisT
faedr dieh 7 gavtr 1 FRGAAAT FT AT TEJT FT ¢ | [T vEey
I AT H SEAT G407 HT Ig U Heecdqul IFT © |

10.6 Uhs Yarg faavor T AT (Limitation of Cash Flow

Statement)
5g faaver 1 o A=A § o Mefafaa &
(1) U3 JarE AROT Vs A & HEHAT TF SRAAT T T BT § | A
SNl 7 ATAST Vehs Jod AGT & FHROT ALeldT I FEl AT Al 8 91l & |
(2) U3 varE awer 3T AR T A3 T FT T T &r § | T§ 3T
fqaRUT T Ahs Fole & F AL I TohaT & |

(3) Aehs YaTg T4aRUT # Uhs Nt & IRATS BT HideT BT ¥ |

(4) I3 waT RO IR FET Fad gAEE WA §g HETF § 3T
FFIAT 5§ TH §T § AR 787 e & |

10.7 Uhs Yaig ARUT Td &Y Ydig @awor A 3R

(Difference between Cash Flow and Funds Flow

Statement)
el &1 A%z varg faavor FY yarg [{agor
YR

1. 327 P yag [ROT & 9@ | FY yaE (RO & 97078 3T

3T IV F R FW F | FRl G F TG v 39AET Hr

Hidl td 3Rl @ SeRid | Yefia wer giar ¢ |

AT B |

2. Rw- Udhs yag & vy T#HA | dv yag faaxor fr fawg aeEh
iy gEEY UFs, % & Fwr g | FAWer gell g § |

Uhs Jod &

3. dAdT | UPS YAE H Aed-gel & Uhs | HIY JATE H olel-gel HI hrRfel Joil

208




It AT

. gEear &

37

10. 19ah1RreT

FIST 9T GHIT QT ST § |

Uks Yarg TAaROT  Heqdhreied
faeeor & o 39l g g1
yarg favewor gq «ms-gifa @
SAIIRSE Tgid & Uhs ugia &
ool UREmelsT  fohamdt @
Aehg FT IO A ST |

Vg garg faaor gg srkie
golt # 9Rads & feror dar
Il T PIS IARIFAT I8l ¢

Uhs valg 0T # Uhs Td
V3 gedl & IRFAF T 3ifaa
AV weflRia R o € |

Uhs walg Gaor &1 &7 &9
garg faexor Hr geem A
I & |

Vb warg fdeRor # gEod
Uz BT & AT Az 3ddi
Rufa & oemar Sar § aur
THT 3aRTF &

AGehel  AFTR-3(HAMET) &
AR Yehs faaToT &1 gehreret
gReg weufaat & T
HiAard g |

W YT @I ST g |

HY yag faaRor el fagevor
& foT 31 3l gar & |

HY galg fTROT IR e & -
gifel @i & g ggfd & deera
JTaRTSAT Gl & |

HIY yarg fdeor # Frdefer el A
gRadel # faRor 36T & AR
e ST 8 |

Y yag AR H oo HRRIA
oit 7 dRade & fARor & enfAd
forar STaT & |

HY Yag TGaor &1 &1 39aTed
faega § argd: 3ad Udhs HRRAA
GoiT &7 Tk 3797 gl & |

FIY garg fGawor #A geodr &1 3
FIMS it HIST H gTgar ¥ g
g dur sl it dr geedr &
T AFs edarg F g MaTH
oTer g |

HIY yarg fGaRoT & g Adfary
oTer g |

10.8 s WaATal &I FIHIT (Classification of Cash Flows)

AW ATH-3 (FNA) & AR Vhg Yag fGawor #§ s eddisr

(Cash Inflow) ud A%z sfgdigt (Cash Outflows) & deT &g Aot &

geffepa foham SiTaT &
1. gfRares At (Operating Activities):

aRETere a3l @ 3cUest Uhs Yalg 36 a9 & A& fGar Adws § &%

3956A o fhE @HT de IqarT & Gdleld &THAT &l o @o & oI,

STHTR bl o TIT, KU T GaTcet el & fIT aur foar sl et @
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faca ured R 73 A & v waica AFT 7 Uhs ga® 3cue o & |

AT aiaTee AFs TaE F @A g faad 36T & aRares (%S 9aw

&r faflse #el & Trefrud @t Agccaqt § |

RETersT fShamsit & Uehs Warg &l TTA Hel®T H 3UhA &1 ATTH 3cee] el

arell AT fhaBi & 3cUs«T gid & | 3afav qREres Ushs Jarg FHAead: 3+

UTATHT TG SHGERT HT IRUMHA § S o7 3720dm gifey & fAuRor & ey 3 §

| aRETeleT TSR3t & Feafetrd Ashs Jarel & Y@ 3ereor fae §-

(a) ATl & Taha Ud FaT Vel aal & Uhs e,

(b) 3TFR Yoo, B, FHRG U IHeT I Fhe Titar,

(c) AT U HaAT3T F YfcihcI3T @l FAehe AT TR,

(d) FATRET FT TF 3oFRr IR A T H AR,

(e) AT 3ushA Fr Rufa & NfAz#, gral, aIfNdr va 37 oAt & Feaey
I Ud $JaTdTel hr TA;

(f) IFH & HadT TF aqdr dF IR 9 % F 3 [dfee oedT @
fafaaater fohar & wrafewra & g aur

(g) ord &I, HIA eferul U fashed Jefeeul & wrefeud witd
AT 1 TR Rt 3ThA SHT cqq@T H Hereo @l |

$6 U8 TFGER, 919 HI=T & [T & o AT gl ToT9 Yg ot A1 §ifet &

uRer 7 gfFafea & or aar g, sa% s vag & [fEAfEa Rt

¥ gesfra Aoz varg & afEafaa frar smar €

Ifg IS 3UHA ARG 32T T gfaefaal v For &t I@ar § o 59 fufa

# ¥ EfFET 39 FT B I T A A & 9 ¥ | SufaT W R @

gl arell Vg Yarg & IR TFaetl A%hs vag & & H gefipd fhar

I g | 3 YRR fOcdT 3ushA cant ¥ T Aee W@ U KON H

aREmersT TFeetl fohar & gefipd fohar Siiar §, Fifeh 3Tl Hoeetl 3UshA &l

I IeaTfed e arell AT fRamst & gar & |

. RfAAse st BT (Investing Activities) :

fafaaiere geath fhamsit & 3cuea gl arel Vg YA &I Thelavl qh

T H AT

AgccaquT &, Fifeh ATTST &I 3T T UHS TARTN H 3cUeed A & foll

AT W R I gy T dAT F Ahs varg diafafca wa § | e

fEram3ft & 3cuest gl ATt Vg YaTgl & YA 3aeXvT feT &

(2) TR FFIfcadl (3182 FFTcadl Higd) &l ITed el IR G AT | FAH
ATer Tg faehr W YoleTd o3 U9 TG ¢aRT fAfid TRl @edicd W o a3
sgarcret off wiFwfaa § |

(b) Turlr FFufeaat & fasmar & gred TR (3 aedfeaat afga);
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(C) 31T FHFalaral & 372i, MTATHAT AT KUT-YAT o hd Ud GIerd AIgd H 8 & T
A5 AT (SATIRE 38T A W I e Jodl & v fRdr a1 sgareiradt
BISH);

(d) 37T 3UshAT & 30, FKOT-UFT U9 HIFd A6 # e & [ahar & a¥ehe wrea fY
(TR 32T § TW I {ehe Jodi hl BIga)

(e) T F&THRY T g I FoT vd 3fIH (R et ganr Y 7 %ot 9
313 & 3faRkead);

(f) 7RIS & 3eqeell, 3173 3regEetll, e gl Ud AR et % frw
fopaT 91T FTohe AT (SATITR 32T & 3igeell, & AT AT faeci fohamif
& Hecdd Fefiehel $ITaTal &l BIS); 31N

(g) #fasT & eqeeell, HTAA egeetll, fdeheq Ifoetl U fafad rgeeel &
Uhg WIfeaT (AT 33T & 3reqaul & wicaat ar Aeche fransit & siaaa
geffepd Tt T BIgam) |

e e (Financial Activities)

facdr R & 3cUeT @1 ara A Ydlel & GUF T T THARIOT

HAgccdquT §: Fifeh Ig fhell 39 & Yol U HUT YeTel el aTell &l s

Yag & algA H HESd &l ¢ | Acdy s & 3cded J%s Jarl &

3ETEOT &-

(a) 37T Ta 3 YR Fr 37 gfasfadi s fAedeT & ured aene T,

(b) HOT-97, U8, AlcH, FOT UG e 37T AT GreehTolle] FUI A YTCd o1ehe, T,

() 3UR ol 375 TRAAT T b 7 FAHIATT |

(d) STTST T STeATRT T |

10.9

Uhs-yarg fdaxor &1 99 (Format of Cash Flow
Statement)

ARAT @ #AH-3 (FANfRT) # ks varg faawor gq s Aafdse grea w81
fear = 8, fheg & ay @ a3 aRfse A, 3eeor & & A, yegar g
3ycet Afr & Vg yarg f[Gaor sae wegd fFar = g, Seer gwa
T TR &-
gga7 fafer (Direct Method)

Cash Flow Statement

For the year ended ...

(A) Cash Flow from Operating Activities Rs. Rs.

Cash receipts from -

Sales ]
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Commission & Fees |
Royalty |
Interest Received ] | v

Cash Payment for -
Purchases |
Wages ]
Operating Expenses | e
Income Tax |

Interest payment ] | e

Net Cash Flow from Operating Activities

(B) Cash Flows from Investing Activities :
Purchase of Fixed Assets | L
Purchase of Investment | L
Sale of Fixed Asset | L
Sale of Investments |
Interest Received | e

Dividend Received |

Net Cash Flow from Operating Activies | | e

(C) Cash Flows from Financing Activities :
Proceeds from Issue of Shares & Debentures | e
Proceeds from Long -term borrowing | e
Repayment of Long -term borrowing |
Redemption of Pref. Shares & Debentures |
Repayment of Financial / Lease Liability =~ | o
Dividend Paid | e

Net Cash Flow from Financing Activites | | e
Net Increase (Decrease in Cash and Cash Equivalents | | .

Cash and cash Equivalent at the beginning of period | | e

Cash and Cash Equivalent at the Closing of Period | | e

B 3vcgaT R (Indirect Method) z& fafr & uRaresr fFamst & sz warg &
T g foumr aRem | AW g fhamst & Ues varg @ veger f[afr &
AR & fe@rar Sre |

Cash Flow Statement
For the year ended ...
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(A) Cash Flows from Operating Activities
Net Profit after Tax

Adjusted for-

Depreciation

Loss on sale of Fixed Assets & Investment
Provision for Tax

Amount Stolen

Preliminary Expenses Written off

Goodwill written off

Operating Profit before Working Capital Changes
Adjusted for-

Increase of decrease in Stock
Increase or decrease in Trade and other receivables

Increase or decrease on Trade Payables

Cash generated from Operation

Income Tax Paid

Net Cash Flow from Operating Activities (A)

(B) Cash Flows from Investing Activities :
Purchases of Fixed Assets
Purchases of Investment
Sale of Fixed Assets
Sale of Investments
Interest Received

Dividend Received

Net Cash Flow from Investing Activities (B)

(C) Cash Flows from Financing Activities :
Proceeds from Issue of Shares & Debentures
Proceeds from Long-term borrowings
Repayment of Long term borrowings

Redemption of Pref. Shares & Debentures

Rs.

Rs.
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Repayment of Financial Lease Liability |
Dividend Pad |

Interest Paid |

Net Cash Flow from Financing Activities (C) | |«

Net Increase (Decrease) In Cash and Cash
Equivalent (A+B+C) | ] e
Cash and Cash Equivalent at the beginning of Period | | <

Cash and Cash Equivalent at the closing of period | |«

10.10 ks Ydarg fdaior IR =T (Preparing Cash Flow
Statement)

U3 Jag AROT IR FA g HIA : ol fGavoi 937 va gaaansir $r
JTARIHAT gl &, 395 (i,) oIGiheT AT & IRFHT T 3ed & 3, (i) TmeL
3af # aH-ger @, Ue (i) 3 @EEleud @Ay, Sib- JFEdfeddr &
- gcaife aiffar § | 3 RAaRurual @ ol & IR | odr
yafr & gt PuiRa srea 7 aftares, e aur ol Bt & g
Vg garg ATd fFar STar § | 389 YR I Jarg Ied g AFhs g Uhs Jedi
A g e a1 HA F MUR W gdar § | Ushs A fFaor IR = &
afshdT &1 fAFIgaR GHST ST §hT &-

(1) sR=Tear a3t & w3 wargl $r avrar (Calculation of Cash Flow from
Operating Activities) : IR@TelA ham3it & Ushs Yarg &T 30T oF gt -
(i) gcger fafe, a (i) et fafer garr $r a7 &t ¢ |
(i) ve=a1 fafdr (Direct Method)- 9cger fafer & 3feadla IRTE= 3T &

Uk Wit aar aRTTe o2t & adhg I I IIfeUd Fdh Uhs
yarg faaRor H g¥gd fRar Sar § | Ues wiftadl Ta Uds fardier &
ek IRETer hamsit & g Ahs Yatg & ¢ | Tg A areda & Ahs
ITYR (Cash bases) W oMH-gIfl WIT & | IcIeT Al & el wAhe
fad, SeleRT & grca U qur aREres fohamst & ured 3T 31T Hehel
Uhs TIftqar & & & gl St § | 54 wiftqalr & & oelgRi
FHAIRGT A FA T e I, wAhe IRl <F, FHREAT AT
IR $cATG T TSR GRETel fhamsit & Yg Uhs & 0T Sl STl
gl

gogeT fafer &, @l INAedr a7 A7 V- HoT g, 7T FFafeadi &
3@, 3 P e, 3 g MoruAl & EHA 9 9ET, UREHS
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T 3cATG P CAT H o6 Y@ Il § | 38 IR 38 A & edid
fafe e vd TR @Fdicaatl & fahg W o A1 g, 9red sare ud
SATHIRT ST FHTASTA 8T fohal STdT § |
gegeT A & Jreeid aRames fRamsit & Uhs vate T 90T U9 39 &g
dehe fashy, e HT T A AW Al HT AR Hr IR 8]
frfafad ueT ggwd R o € -
wataa fRarst & Az @Y IorEr
(Calculation of Cash from Operating Activities)

Cash Receipts from Rs. Rs.
Sales .
Commission & Fees | ...
Royalty |
Interest Received |

Cash Payment for -
Purchases | .
Wages |
Operating Expenses | ...
Income Tax | e

Interest Payment ||

Net Cash Flow from Operating Activites | | ...

fawa @ ahg Uiy A o
(Calculation of Cash from Sales)

Cash Sales
Credit Sales (as given in P &L Alc)
Less: Debtors and B/R at the end

Add: Debtors and B/R at the beginning

Cash Generated from Credit Sales

Total Cash from Sales

FT G dFG T HT AR FY ot
(Calculation of Cash Payment for Purchase)

Cost of Goods Sold (as given in P& L Alc) Rs.
Less : Opening Stock
Add : Closing Stock
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Total Purchases

Add : Creditors & B/P at the beginning
Less : Creditors & at the end

Total Cash Paid for Purchases

AP IRATAA cqAT Y I0TET
(Calculation of the Operating Expenses)
Rs.
Expenses (as given in P & L A /c)
Add : Outstanding expenses at the beginning
Prepaid expenses at the end
Less: Outstanding expenses at the end
Prepaid expenses at the beginning
Cash Paid for Expenses
3c1gor Illustration 1 :
P GEeT & TRaTeR Brarst ¥ qws Y TuET D |
From the following information, Calculate Cash from Operation
Income Statement
for the year ended 31st march 2009
Rs. Rs.
Sales 5,00,000
Less : Cost of Goods Sold 3,00,000
Gross Profit 2,00,000
Less : Operating Expenses 1,00,000
Depreciation 20,000
Preliminary Expenses written off 5,000
1,25,000
Net Profit 75,000
sfafkea g@=¢ (Additional Information)
Particular 1.4.2008 31.2.2009
Rs. Rs.
Debtors 50,000 60,000
B/R 12,000 10,000
Prepaid Expenses 5,000 6,000
Inventories 70,000 80,000
Creditors 40,000 40,000
B/P 15,000 5,000
Outstanding Expenses 5,000 5,000

Solution: Calculation of Cash from Operating Activates
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Rs. Rs.
Cash Receipt form Sales 4,92,000
Cash Payment for
Purchases 3,10,000
Operating Expenses 1,02,000 4,12,000
Net Cash Flow from Operating activities 80,000
Working Note:
(i) Calculation of Cash form Sales
Rs. Rs.
Sales as given 5,00,000
Less : Debtors at the end 60,000
B/R at the end 10,000 70,000
4,30,000
Add : Debtors at the beginning 50,000
B/R at the beginning 12,000 62,000
Cash from Sales 4,92,000
(ii) Calculation of Cash Payment for Purchases :
Rs. Rs.
Cost of Goods sold as given 3,00,000
Less : Opening Stock 70,000
2,30,000
Add : Closing Stock 80,000
Total Purchases 3,10,000
Add : Creditors at the beginning 40,000
B/P at the beginning 15,000 55,000
3,65,000
Less : Creditors at the end 50,000
B/P at the end 5,000 55,000
Total cash paid for purchases 3,10,000
(iii) Calculation of Cash Operating Expenses :
Rs Rs
Expenses as given 1,00,000
Add : Outstanding expenses at the beginning- 5,000
Prepaid expenses at the end 6,000 11,000
11’000
Less : Outstanding expenses at the end 4,000
Prepaid expenses at the beginning 5,000 9,000
Cash Paid for Operating Expenses 1,02,000

3¢rgor (lllustration) 2 :
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AT gaamsit & ycger AR garr aREres st & ds &1 Auior fifow:

From the following information determine cash flow from operating

activities by applying direct method.

Profit and Loss Account

Dr. for the year ended March 31, 2009 Cr.
Rs. Rs.
To Cost Goods Sold 1,40,000 | By Sales 2,40,000
To Balance c/d (Gross Profit) 1,00,000
2,40,000 2,40,000
To Salaries 20,000 | By Balance b/d
To Insurance Premium 10,000 | (Gross Profit) 1,00,000
To Depreciation 30,000
To Net Profit 40,000
1,00,000 1,00,000
sfafkea g@=¢ (Additional Information) :
1-4-2008 | 31-3-2009
Debtors 1,000 14,000
Bills Receivable 5,000 3,000
Creditors 7,000 5,000
Stock 12,000 17,000
Salaries Outstanding 1,000 1,500
Prepaid Insurance 1,000 1,000
Solution: Calculation of Cash from Operating Activities
Rs Rs.
Cash Receipts form Sales 2,38,000
Cash Payment for
Purchase 1,47,000
Salaries 19,500
Insurance 10,000 1,76,500
Net Cash flow Operating Activities 61,500
Working Notes: (i) Calculation of Cash form Sales
Rs. Rs.
Sales as given 2,40,000
Less : Debtors at the end 14,000
B/R the end 3000 17,000
2,23,000
Add: Debtors at the beginning 10,000
B/R at the beginning 5,000 15,000
Cash form Sales 2,38,000
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(if) Calculation of Cash Payment for Purchases

Rs.

Cost of Goods sold as given 1,40,000

Less : Opening Stock 12,000

1,28,000

Add: Closing Stock 17,000

Total Purchases 1,45,000

Add : Creditors at the beginning 7,000

1,52,000

Less : Creditors at the end 5,000

Total Cash paid for purchases 1,47,000

(i) Calculation of Cash Paid for Salaries

Rs.

Salaries as given 20,000

Add: Outstanding at the beginning 1,000

21,000

Less : Outstanding at the end 1,500

Cash paid for Salaries 19,500
(iv) Calculation of Cash paid for Insurance

Rs.

Insurance Premium as given 10,000

Add: Prepaid Insurance at the end 1,000

11,000

Less : Prepaid Insurance at the beginning 1,000

Cash paid Insurance Premium 10,000

(i) 3r9eger A (Indirect Method) - 30 (Y & 3=a9id IRaTeT & Az Hr
AUAT g HAYAH IR § HIW (SHT F AV yarg [awor & ey A
HHSAT 3T ) I 0T T S & | 38 v a¥ & g ot A s g
MR-aaRe @ fr 7 A I & T R 3t va et # gern
ST & | dcdeard uRaresT & dt A afr 7 arer afl¥cat (S afRafawy @
olga) # g3 gfie aur are Fufcadl (Vs g dF AW &I Bisw) # g3 wA
H ST ST & AT I, qf¥icat F g$ AT vd are aedteaat 7 g afy
UCHRIT AT & | 9819 #H, aRares st & das f 30 & T ger &
fe@mar ar @& §-

Indirect Method: Cash from Operating Activities

Rs. Rs.
Net Profit as perP & L AC | e
Add : Adjusted for
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Depreciation
Goodwill written off

Loss on sale of fixed assets

Less : Dividend Received

Profit on Sales of Assets

Profit of Funds from Operations

Add : Decrease in Current Assets
(Except Cash and Bank)
Increase in Current Liabilities
(Except Bank Overdraft)

Less : Increase in Current Assets
(Except Cash and Bank)
Decrease in Current Liabilities
(Except Bank Overdraft)

Cash from Operations

I g o H R AG T g AR gl @d & IRFHE vg Hfedd AW
F YR W gRATe hamsd & s H 06 S g O e 9T gged

TRaT STUeT-

Cash Flows from Operating Activities

Balance of Profit and Loss A/c as per Closing Balance Sheet
Less : Balance of Profit and Loss Alc

as per Opening Balance Sheet

Net profit after appropriations
Add : Appropriations such as proposed dividend ,transfer
to general reserve ,transfer to debenture redemption fund,

transfer to dividend equalization fund ,etc.

Net Profit for the year

Less : Non-Operating Incomes (including extraordinary incomes)
Such as interest received ,dividend received ,etc.

Add : Non-Operating Expenses ,(including extraordinary

expenses) Such as interest paid ,loss by fire ,etc.

Operating Net Profit
Less : Non-Cash Expenses such as depreciation ,loss on sales
Of Assets ,provision for taxation etc.

Add : Non Cash Incomes such as profit on sales of assets, etc.

Rs.
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Operating Profit working capital changes

Add : Increase in Operating Current Liabilities
Decrease in Operating Current Assets

Less : Increase in Operating Current Assets

Decrease in Operating Current Liabilities

Cash generating from operations
Less : Income Tax Paid

Add : Income Tax Refund

Cash from Operating activities after income tax but before
extraordinary items

Add: Cash inflow from extraordinary items not related to
Financing and investment activities

Less : Cash outflow on extraordinary items not related to
Financing and investment activities

Net cash flow operating activities

3¢rgYor (lllustration) 3. :

faerr 3ma faavor o sifaRea g@anstt & 9Rares Rt & Ues varg &

oA FIfSU-

Calculate Cash Flow from operating activities from the following

Income Statement and Additional Information.

Sales

Less : Cost of Sales
Gross Profit

Less : Depreciation

Loss on Sale of Fixed Asset

Rs.

2,00,000
40,000

Rs.
20,00,000
14,00,000

6,00,000

2,40,000

Net Profit

Profit from Speculation (Extraordinary Income)
Profit before Tax

Less : Provision Tax

Profit After Tax

3,60,000
1,00,000

4,60,000
1,38,000

3,22,000

faRea g@ae (Additional Information) :

(1) a¥ & &RreT 1,20,000 &. 3M¥EH & gFHA (Income Tax Paid during the

year was Rs. 1,20,000)

(2) Tref Al & URFHF TS JfeddA AV 3H YRR g (The Opening and
Closing balances of current items are as follows:

Opening
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Balance(Rs)

Balance(Rs.)

Sundry Debtors 1,60,000 2,00,000
Sundry Creditors 1,90,000 2,00,000
Inventories 1,60,000 1,50,000
Solution: Cash Flow from Operating Activities
(A) Direct Method
Rs.
Cash Collected form Customers (1) 19,60,000
Less: Cash Paid for purchases (2) 13,80,000
Cash from operation 5,80,000
Extra ordinary Income 1,00,000
Cash generated before Tax 6,80,000
Less: Tax paid 1,20,000
Cash Flow from Operating Activities 5,60,000
(B) Indirect Method
Net profit before Tax & Extraordinary Incomes: 3,60,000
Adjustment for Depreciation 2,00,000
Loss on Sales of Fixed Assets 40,000
Increase in Sundry Debtors (40,000)
Decrease in Inventory 10,000
Increase in Sundry Creditors 10,000
58,0020
Add : Extra ordinary income 1,00,000
6,80,000
Less : Tax Paid 1,20,000
Cash Flow from Operating Activities 5,60,000
Working Note: (1) Cash Received form Sales:
Rs.
Credit Sales 20,00,000
Add: Opening Debtors 1,60,000
21,60,000
Less : Closing Debtors 2,00,000
Total Cash from Sales 19,60,000
(2) Cash paid for Purchases:
Rs.
Cost of Goods Sold as given 14,00,000
Add: Closing Stock 1,50,000
15,50,000
Less: Opening Stock 1,60,000
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Total Purchases 13,90,000
Add: Creditors at the beginning 1,90,000

15,80, 000
Less: Creditors the End 2,00,000
Total cash paid for Purchases 13,80,000

(2) RAfager framsit & Uws waw T IvEm (Calculation of Cash Flow

Investing Activities) -

faferaiesr fhamsit & easta g geafeadr, R-aRafda o gFafcadt o
et & Fa-ey gree dada 3a § | 31 gFufcaar &1 fawa A
T eI HT TUT SoAHT T Ahs H TRIAA gl ¢ | AT framst &
Vg garg $I 0T §g TwT FAFTER 2-

Calculation of cash Flow from Investing Activities

Rs.
Purchases of Fixed Assets ()]
Purchases of Investment ()]
Purchases of non-operating current assets ()]

Sale of Fixed Assets

Sale of Investment

Sale of non-operating current assets
Interest Received

Dividend Received

Net Cash flow Investing activities

3ergYor (lllustration) 10:

e fafAes & 3y fawor vd &g 7 & 718 e gaasid @ snue ()
geaeT fafr va (i) 3vcger /Y, ¥ UFs yag fawor R e §-

From the following information as contained in the income
statement and the balance sheet of Strong Ltd. you are required
to prepare a cash flow statement using (i) direct method; and (ii)
indirect method

Income Statement and Reconciliation of Earning
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for the year ended 31st March, 2009

Rs Rs.
Net Sales 40,32,000
Less : Cost of Sales 31,68,000
Depreciation 96,000
Salaries and Wages 3,84,000
Operating Expenses 1,28,000
Provision for Taxation 1,40,800 | 39,16,800
Net Operating Profit 1,15,200
Non-recurring Income :
Profit on sales of equipment 19,000
Profit for the year 1,34,200
Retained earning (balance in profit and loss
Account brought forward) 2,42,880
3,77,280
Dividend declared and paid during the year 1,15,200
Profit and Loss Account balance as on 31st March ,2009 2,62,080
Comparative Balance Sheets
As on 31.3.08 | As on 31.3.09
Rs. Rs.
Fixed Assets :
Land 76,800 1,53,600
Building and Equipments 5,76,000 9,21,600
Current Assets :
Cash 96,000 1,15,200
Debtors 2,60,000 2,97,600
Stock 4,22,400 1,53,600
Advances 12,480 14,400
Total 14,52,480 16,56,000
Capital 5,76,600 7.10,400
Surplus in Profit and Loss Alc 2,42,880 2,62,080
Sundry Creditors 3,84,000 3,74,400
Outstanding Expenses 38,400 76,800
Income tax payable 19,200 21,120
Accumulated depreciation on Building and Equipments 1,92,000 2,11,200
Total 14,52,480 16,56,000

ST I 30T FT T 1,15,200 TG &7 |

Cost of equipment sold was Rs. 1, 15,200
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Solution: (1) Direct Method
Strong Ltd.
Cash Flow Statement
For the year ended 31.3.2009

Rs Rs
(A) Cash flow from Operating Activities
Cash receipts from customers 40,03,200
Cash paid to suppliers and employees (33,84,320)
Cash generated from operation 6,18,880
Income tax paid (1,38,880)
Net Cash from Operating Activities 4,80,000
(B) Cash Flows from Investing Activities
Purchases of Land (76,800)
Purchases of Building and Equipment (4,60,800)
Sale of Equipment 57,600
Net Cash used in Investing Activities (4,80,000)
(C) Cash Flows from Financing Activities
Issue of Share Capital 1,34,400
Dividend paid (1,15,200)
Net cash from Financing Activities : 19,200
Net Increase in Cash and Cash Equivalent
(A+B+C) 19,200
Cash and Cash Equivalent of the beginning 96,000
Cash and Cash Equivalent at the end 1,15,200
Working Notes: (i) Cash Receipts from Customers
Rs.
Sales 40,32,000
Add: Debtors at the beginning 2,97,600
43,00,800
Less: Debtors at the end 2,68,800
40,03,200

(i) Cash paid to Suppliers and Employees

Rs. Rs.
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Cost of Goods Sold 31,68,000
Add: Operating Expenses 1,28,000
Salaries and Wages 3,84,000
36,80,000
Add: Creditors at the beginning 3,84,000
Outstanding expenses at the beginning 38,400
Stock at the end 1,53,600
Advances at the end 14,400 5,90,400
042,70,400
Less : Creditors at the end 3,74,400
Outstanding Expenses at the end 76,800
Stock at the beginning 4,222,400
Advance at the beginning 12,480 8,86,080
33,84,320
(iii) Income Tax paid
Rs.
Income tax payable at the beginning 19,200
Add : Provision for Taxation 1,40,800
1,60,000
Less : Tax payable at the end 21,120
Tax paid during the year 1,38,880

(iv) Accumulated depreciation written off on equipment sold

Rs.
Accumulated depreciation at the beginning 1,92,000
Add: Depreciation for the year 96,000
2,88,000
Less: Accumulated depreciation at the end 2,11,200
76,800
(v) Sales Price of Equipment

Rs.
Cost Price 1,15,200
Less: Accumulated depreciation 76,800
38,400
Add : Profit on sale 19,200
Sale Price 57,600

(vi) Purchases of Building and Equipment
Rs.
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Balance at the beginning 5,76,000
Less: Cost of Equipment Sold 1,15,200
Balance 4,60,800
Balance at the end 9,21,600
Purchase 4,60,800
(1) Indirect Method
Strong Ltd.
Cash Flow Statement
for year ended 31.3.2009
Rs Rs.
(A) Cash Flows from Operating Activities :
Net profit before taxation and extraordinary items 2,56,000
Adjusted for Depreciation 96,000
Operating profit before working capital changes 3,52,000
Increase in Debtors (28,800)
Decrease in Stock 2,68,800
Increase in Advances (1,920)
Decrease in Creditors (9,600)
Increase in Outstanding Expenses 38,400
Cash generated from operations 6,18,880
Income Tax Paid 1,38,880
Net Cash from Operating Activities 4,80,000
(B) Cash Flows from Investing Activities :
Purchases of Land (76,800)
Purchases of Building and Equipment (4,60,800)
Sale of Equipment 57,600
Net Cash used in Investing Activities (4,80,000)
(C) Cash Flow Financing Activities :
Issue of Share Capital 1,34,400
Dividend Paid (1,15,200)
Net cash from Financing Activities 19,200
Net Increase in Cash and Cash Equivalents (A+B+C) 19,200
Cash and Cash Equivalents at the beginning 96,200
Cash and Cash Equivalents at the end 1,15,200
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3ergor (lllustration) 12

31.3.2008 3R 31.3.2009 = forem fafAes &1 &gr e §:-

The Balance Sheets of Nisha Ltd. as at 31.3.2008 and 31.3.2009
are as follows
31.3.2008 31.3.2009
Rs. Rs
Liabilities :
Share Capital 50,000 60,000
General Reserve 5,000 8,000
Profit & Loss Account 41,000 33,000
Secured Loans 20,000 25,000
Current Liabilities :
Sundry Creditors 10,000 12,000
Income Tax Provision 20,000 17,000
1,46,000 1,55,000
Assets :
Fixed Assets 90,000 1,00,000
Stock 20,000 24,000
Debtors 30,000 25,000
Cash/Bank 4,000 5,000
Preliminary Expenses 2,000 1,000
1,46,000 1,55,000
sfafea guer . TR gegfcadl @ 20,000 &. g4 A9fAf@d faar |
U3 garg fAawor IR Hifgw |
Additional Information:
Depreciation written off on fixed assets was Rs. 20,000
Prepare a Cash Flow Statement.
Solution:
Cash Flow Statement
for the year ending 31st March, 2009
(A) Cash Flow from Operating Activities Rs. Rs.
Net Loss as per P & L alc (8,000)
Adjusted for :
Depreciation 20,000
Preliminary Expenses 1,000
General Reserve 3,000 24,000
Operating Profit before Working Capital Changes 16,000

Adjusted for :
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(B

©

Debtors 5,000

Creditors 2,000
Income Tax Provision (3,000)
Stock (4,000)
Net Cash flow from Operating Activities 16,000

Cash Flows from Investing Activities :
Purchases of Fixed Assets (30,000)
Net Cash used in Investment Activities (30,000)

Cash Flows from Financing Activities :

Issue of Share Capital 10,000
Raising Secured Loans 5,000
Net Cash Flows from Financing Activities 15,000
Net Increase in Cash (A+B+C) 1,000
Cash in the Beginning 4,000
Cash balance at the end 5,000

10.11 fAsurcHas 92T (Essay Type Questions)

1.

o

Uhs JaE [ROT F1 ¥? TE FH YR FR FROT Sar 2 556 9HE
39T HT qUI HIAT |

What is a Cash Flow Statement? How it is prepared? Describe its
main uses.

HATlel fham3il & Uehs Y A it 1 [AffeT Ot o 3qeeor aigd
HAATST|

Explain with examples the various methods of Calculating Cash
Flow from Operating Activities.

Vg garg Aeor 1 §2 Vg & YA Wdl U9 390 & &9 7 Ay
I

What is Cash Flow Statement? Describe briefly the main Sources
and Uses of Cash.

UFs yarg faRor darR = $r _fedt & qur avia g | s@ Fawor 6
e gs=er & v o= 3ufaar &2

Explain fully the techniques of preparing Cash Flow Statement.
What is the utility of such Statement to Financial Manager?

UHs varg fGwor Fr g7 UFhs gag G, FIY yarg AaRer § g 9aR
AT & & e g2
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What is Cash Flow Statement? In what respect cash flow
statement is significally different from fund flow statement

6. Uehs Yarg TdaXur fh8 Fgd &7 FHS oY Td HAT Tasv |
What is Cash Flow Statement? Give its advantage and limitations.

7. TF Ah3 YalE FROT F1 F1 QAT 3R 3601 AR s Hel F TS
EIEY
Give specimen of a cash flow statement and explain the items
therein.

10.12 IrdgTiReh 9T (Practical Questions)

1. oo Gaamsit ¥ gR=rel & Uehs JaTg ol a0Ter Hifor-

From the following information, calculate cash from operations: Rs.
Particulars 2008 2009

P & L A/C (credit) 41,200 60,000
Debtors 20,000 26,000
Bills Receivables 20,000 12,000
Prepaid Rent 2,000 3,000
Prepaid Insurance 1,000 800
Goodwill 20,000 14,000
Depreciation 32,000 40,000
Creditors 20,000 30,000
[Ans. Cash from Operations Rs. 44,000]

2. o gIemsi @ gR=ree fharsi @ Uehs arg 1 0w Siferd-

From, the following information calculate cash generated by
operating activities: Rs.

31.3.2009 31.3.2008
Cash 10,000 15,000
Marketable Securities 8,000 4,000
Debtors 50,000 30,000
Provision for Doubtful Debts 2,000 1,500
Stock 47,000 35,000
Prepaid Expenses 4,000 1,000
Creditors 40,000 55,000
Provision for Taxation 65,000 40,000
Provision for Depreciation 60,000 50,000
sfafkea ga=me-

(1) 3R IIen ¥ 97 IRl omsT €. 2,50,000
(2) a¥ & SR FX & §7 H 45,000 & FFR |
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Additional Informations:
(1) Operating profits before provision for tax Rs. 2, 50,000.
(2) Tax paid during the year amounted Rs. 45,000

(Ans: Cash generated by Operating activities Rs. 1,60,500)
3. uRErele fhamit & Uehs & 0T HifaTe-

Calculate Cash from operating activities;-

31.3.2008 31.3.2009

Rs. Rs

Profit and Loss Alc 30,000 35,000
General Reserve 10,000 15,000
Provision for Depreciation on Plant 30,000 35,000
Outstanding Expenses 5,000 3,000
Goodwill 20,000 10,000
Sundry Debtors 40,000 35,000

a¥ & SN 20,000 &. ST & Ueh AT Colic foiHeT qeds Hed 14,000
¥ 1, 18,000 & H o7 |
An old plant Costing Rs. 20,000 having book value of Rs.14, 000
was sold for Rs. 18,000 during the year.
[Ans. Cash Flow from operating activities Rs. 30,000]

4. FeTEes gifessw fafds & @@ #wel W AR s« & uear 1,00,000 &
T TH HATAT-
United Holdings Ltd. made a Profit of Rs. 1, 00,000 after
considering the following items:

(i) Depreciation on Fixed Assets Rs. 5,000

(i) Amortization of Development Expenses Rs. 6,000

(i) Loss on Sale of Furniture Rs.1,000

(iv) Provision for Taxation Rs.30,000

(v) Transfer to General Reserve Rs.5,000

(vi) Profit on Sale of Machinery Rs.3,000
The Following balances are also supplied:

Particulars March 31,
2008 2009
(Rs.) (Rs.)
Debtors 10,000 15,000
Creditors 10,000 14,000
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Bills Receivables
Bills payable
Outstanding Expenses

Prepaid Expenses

10,000
8,000
3,000

400

8,000
6,000
2,000

500

39T GRS Ram3it & Vb &7 0T FLeT § |

You are required to calculate the amount of Cash from Operating

Activities
[Ans . Rs 1, 42, 800]

5. o gaamt ¥ e vd facdiae fhamsd @ Qs warg & aomEr

HA-

From the following information, calculate cash flow from investing

and financing activities.

Particular 31.3.2008 | 31.3.2009
Rs. Rs.
Machinery 40,000 60,000
Accumulated Depreciation 10,000 12,000
Capital 2,00,000 | 2,50,000
Bank loan 40,000 -
Bank Overdraft 10,000 15,000

(1) a¥ & gRTeT 10,000 & 9T T Tk AT 2000 & Fr gifed 9 & |

(2) a¥ & gt 6,000 & B & g o T |

(3) During the year a machine costing Rs. 10,000 was sold at a loss

Rs. 2000.

(4) Depreciation on machinery charged during the year amounted to

Rs. 6,000.

[Ans. Net cash used is investing activities Rs. 26,000.

Net cash inflow from financing activities Rs. 10,000]
6. famafaf@a fufad [ARon & Vs vag ARoT IR Hifao-

From the Following Balance Sheet Prepare Cash Flow Statement.

Balance Sheet

as on 31st March 2008 & 2009

232

Particulars 2008 2009
Liabilities: Rs. Rs.
Share Capital 7,00,000 8,00,000




Sundry Creditors 1,00,000 80,000
Bills Payable 50,000 20,000
8,50,000 9,00,000
Assets:
Land & Buildings 6,00,000 6,40,000
Plant & Machinery 2,00,000 1,80,000
Stock 10,000 15,000
Debtors 20,000 15,000
Bills Receivable 10,000 10,000
Cash 10,000 42,000
8,50,000 9,00,000
srfafea ga=e :

(1) a¥ & gRIeT U @ §9F & 32T FAAeT W AT FT = |
(2) a¥ & R A T HaT W 60,000 FIF dAT Tolie vd AT | 20,000

T Hed g ofeTar 4T |
Additional Information:

(1) During the year shares of Rs. 1, 00,000 has been issued at par.
(2) Depreciation of Rs. 60,000 on Land and Buildings and Rs. 20,000

Plant and Machinery has been provided during the year.

[Ans. Cash from Operating Activities Rs. 32,000 Cash used

(outflow) by investing activities Rs.
Financing activities Rs. 1,00,000)

1,00,000 and cash from

7. dare. faf@es &1 1 3We, 2008 T 31 AR, 2009 Fr RIgT FFT vhpR & -
Following is the balance sheet of Bhawani Ltd, as at 1 st April,

2008 and 31 st March, 2009

Particulars 1.4.2008 | 31.3.2009
Rs. Rs.
Liabilities
Equity Share Capital 3,40,000 3,50,000
Share Premium - 30,000
General Reserve 45,000 65,000
Profit and Loss 30,000 80,000
6% Debentures - 70,000
Sundry Creditors 85,000 90,000
Provision for Taxation 5,000 42,000
Proposed Dividend 30,000 35,000
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5,12,000 7,65,000
Assets:
Land and building 2,30,000 3,90,000
Plant and Machinery 85,000 1,40,000
Furniture 5,000 6,500
Stock 82,400 95,700
Sundry Debtors 75,000 85,500
Bank Balance 34,200 44,300

5,12,000 7,62,000

faRea q@er :

9.

(1) a9 & GRIeT TN a7 &1 &
A ©g HasT 40,000
Tefie ug #2fie 15,400
Al 1,000
(2) a¥ & R 20,000 &. & & JUT 30,000 TG ATHA F FH |
Additional Information:
(1) Depreciation written off during the year: Rs.
Land and Building 40,000
Plant and Machinery 15,000
Furniture 1,000
(2) During the year tax paid Rs. 20,000 and dividend paid Rs.
30,000
39T JAhs YdTg TIaRoT §aleT & |
You are required to prepare a cash flow statement:
[Ans. Cash from operating activities Rs. 1, 62,600 cash used in
investing activities. Rs. 2, 72,500. cash From financing activities
Rs. 1, 20,000]
Tl faffes & et [Ig @ Uos v faawor R fifav |
From the following Balance Sheet Evergreen Ltd. prepare Cash
Flow Statement.
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Balance Sheet
as on 31st March 2008 & 2009

Liabilities 31.3.08 | 31.3.09 | Assets 31.3.08 31.3.09
Rs. Rs. Rs. Rs.
Equity Share Capital 50,000 70,000 | Goodwill 10,000 8,000
12% Preference Share Land & Building 20,000 20,000
capital 20,000 10,000
General Reserve 4,000 6,000 | Plant 28,000 38,000
Profit and Loss Alc 3,600 5,400 | Trade Investment 2,000 7,000
Proposed Dividend 5,600 7,800 | Debtors 15,000 21,600
Bills Payable 7,000 10,000 | Stock 17,000 15,000
Outstanding Expenses 1,600 1,200 | Cash 3,400 5,600
Provision fortax 5,600 | 1,16,800 | Preliminary Expenses 2,000 1,400
97,400 | 1,16,800 97,400 | 1,16,800

sfaRea gaer -

(1) a¥ & g1l A T 3197 X 5,600 ¥. T4 Tallc W 2,800 &. & &IAT I=T|
(2) a¥ & SR 6200 &. IFFT & AT 5,600 F. A F FH|
Additional Information :

(1) Depreciation Charged during the year on Land Building Rs. 5,000
and on Plant Rs. 2,800
(2) Rs. 6,200 for income tax and Rs. 5,600 for dividend paid during

the year

[Ans . Cash from Operating Activities Rs. 20, 800 Cash used in

investing activities Rs. (23,000), Cash from financing activities

Rs. 4,400]

9. Fewar fafAes &1 31 AT, 2008 & 2009 & ST AT TR B-
The Balance Sheet of Mahendra Ltd , as on March 31st , 2008
and 2009 as Follows ;-

Balance Sheet

Liabilities 2008 2009 | Assets 2008 2009

Rs. Rs. Rs. Rs.
Share Capital 3,00,000 5,00,000 | Land and Building 80,000 1,20,000
P & L Alc 1,00,000 1,60,000 | Plant and Machinery 5,00,000 8,00,000
General Reserve 50,000 70,000 | Stock 1,00,000 75,000
Sundry Creditors 1,53,000 1,90,000 | Sundry Debtors 1,50,000 1,60,000
Bills Payable 40,000 50,000 | Cash 20,000 1,20,000
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Outstanding

Expenses 7,000 5,000
8,50,000 12,75,000 8,50,000 12,75,000
FfaRaa F@ame :

(1) a¥ & gRIeT Tofic Ud AT W g 40,000 F. ST 397 § |

(2) a¥ & ER1eT AWM F Th AR 8,000 F. 'H 4T IAT | SHDI AT I 12,000
® o U1 38 W & 7,000 & SR> ST OGHT AT | Uhs Farg fIaR0T AR
HAT |
Additional Information:

(1) Rs. 40,000 Depreciation
Machinery during the year.

has been charged on Plant and

(2) A piece of Machinery was sold during the year for Rs. 8,000 It

has Cost Rs. 12,000 Depreciation of Rs. 7,000 had been provided
on it Prepare Cash Flow Statement.
[Ans. Cash from Operating Activities Rs., 1, 77,000 .Cash used
in investing activities Rs. (3, 77,000) Cash from financing
activities Rs. 3, 00,000]

10. 9 gfATe fAfAes & geretiers feufy faawor et ver &

Balance Sheet
as on 31st March 2008 & 2009

Liabilities 2008 2009 | Assets 2008 2009
Rs. Rs. Rs. Rs.
Bills payable 12,000 8,000 | Cash 11,000 15,000
Creditors 25,000 50,000 | Debtors 40,000 35,000
Loan from bank 43,000 60,000 | Stock 25,000 30,000
Capital 66,000 56,000 | Machinery 20,000 14,000
Land & Buildings 50,000 80,000
1,46,000 1,74,000 1,46,000 1,74,000

srfafea ga=e :

(1) a¥ 2009 & fow grg &far r URT g 10,000 & &Y |

(2) a¥ & SR v AN FFH omerd 5,000 F A (IR g 2,000 F) A
2,500 & & sar A7 | APAT W gH & fv 3w 31.3.2008 & 5,000
®. 991 31,3,2009 & 6,000 &. AT | 3WaFd I & s Yag fGawor dIR
HITAT |
Additional Information:

(1) Net Loss the year 2009 amounted to Rs. 10,000
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(2) During the year a Machine Costing Rs. 5,000 (accumulated

depreciation Rs. 2,000) was sold for Rs, 2,500. The Provision for
depreciation against Machinery as on 31.3.2008 was Rs. 5,000
and on 31.3.2009 Rs. 6,000.

From the above information prepare a Cash Flow Statement.

[Ans . Cash from Operating Activities Rs. 14,500 Investing
Activities RS, (27,500 Financing Activities Rs, 17,000]

10.13 HesT Iy
1. Khan, Jain :  Financial Management
2. Pandey .M. :  Financial Management
3. Arora M.N. : Cost and Management Accountancy
4. Ravi M.Kishore :  Financial Management
5. Agrawal, Agrawal :  Financial Management

Punjabi, Jain, Tiwari
M.R . Agrawal :  Financial Management
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ss-11 : YRATIA Ud dcdig 3cdielsh

(Operating and Financial Leverages)

IS H TR

11.0
111
11.2
11.3
114
115
11.6
11.7
11.8
119
11.10
11.11
11.12

32T

JEATEAT

3T

gRATST
3cdieleh o YR
gRATelel 3cdleleh
faca el
HYFd Iedlersh
3aTguT

HRIA

rsTdell
FTARE R
g To

11.0

32"

SH SHS P UG & TIC YR S ST T STARRY & Fhell 6 Sccliorsh -
T & g7 arel IRadal & Beod®T el F gl arel aRadell & geidd
T & |

F ATCIH ¥ o T AT 7 AYUROT R S Gehar ¥

IRl eIl &l A e & 9aer $r Fgadr adr ¢ |

TR ARTaT S TeRd AT § |

11.1

YEATIAT

fordT e & 4ol W= # HOT &THar AT & AuRer vd gwer iR
I T Td SIT@A WX YSH dlel YTl @ EATA Fel g Scdloleh AT
e & EUROT & GG fRar Sirar § | it S ot F aRererst
3cdiee, e 3cdlels dUT 31 Qledl & ALY HFaed HcAF FAgedqor
HIAHT 3ET A & | Scdieleh GEAT I o 379l &THAAT UG ey gegdr
arsdt @ wenfad Far ¢ |
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11.2

kb))

giffe @A & 3cdiads I JAUT v W dohelles & R#IAT AT & oAy
AR F A ATFd & IR & 3T ST Toh | 39 IUR R Rl 3cdiersd &1
AT R ST § | A ysew A I 3uR wmit awrdah & glar & aur
Scciloren Golt T AT B & |

11.3

gReTST

IAF T FT ol & AT W wEafeadt ar wIw & s ¥ § Oasd
for d8r e TRl ded @1 T gE § | R A6 A1 YA H
Scdleleh &1 MR el Sl Hehdl § 1“SH TR Scciloleh TARMT AT alel SNt
& Tldl & AT & GROTA FTEEY g § aur TR §Eur @R g Tl
NI aTel IS (FAdT) & ST T R BT § 3T AL |

11.4

3cdlel & PR

SEAAe 8T H 3cdicl AT & YR & gid & - 9UHA gRdreed
3cdierh, GladT AT 3cdieed S aldl Scdlcel &I AR GgFd Scaled
$r e Y fr ST TR §
SoTepT faRevoT e gaR &

11.5

S FOIRGERRGIGED

U OGS T8AT H THAEIAT: aF ThR T oFEld gial § TIH TS M9Td,
eiad aRaderiier aerd | 3d: T § TR AT & FAged B AT BT
& ToIT Icdieten! & 0T &7 St & | A Ry 81 i For dmrar J T
NI 3 § df 38 §EAT FH IRTATA Scdleren Y 318 g | 3Hd: Tas¢ §
for afg dvar 935 A W 3curesT dr § dr v fRfa & 38 o A
qRAIT (Definitions)
"aRaTee 3cdicie I TR qRTTe deEl & 39T & Goka®d & IS
fasha AT # gU aRadsAr H Joelr # ol F gT aRadsl & & H qIRATRT
R ST @ehar & 11

- g TF 9
'IRATel Scdleleh [shl & IRl omstt I TdeTierdr Sardr & | "

- o WAAT
TRETE Scdies i faRvan
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1. T A6 § Gy~ GRS Scdlosh & JTT Ty YR awrd &
giar g | I 'Rl and e gelt ar aR@res 3cdias 3 g,
8P HHA gl W IRTATeIT 3cdiereh HT Fa gIam |

2. warftF aRErde 3eaias:- IR Scdloeh 1 AT @AfITos fdeg & fdedhe
it gl § | Skt 1 & afe @Afawde fSeg & @de & ar aRemes
Scdtorsh Haifteh g | fasha &1 &R SOi-s3 @A foeg & & gl Srer §
-t IRl 3cdleles &7 AT FHd gl Sy & |

3. T @HEafeaal & fAsor W ogema- aRTmes 3cdlee TURN derd arelr
FEgTcadl & 39AT & FRUT 3ce] gIdT & | PelEasy Ig =g & Feafed geT
# vurht geufeaat & @sor & wenfad a=ar & |

4. AR AN@A:- IRTATAT 3cdiold & HRUT STGAT & ol 'S IR-a1Yd
aaT¥e SIfgA # gfg gy & | 37d: 3Td aRares 3cdies @ fafa 7
Teh TR% fahg A Al A1 §fg & HROT IR ot H ghg JelellcHs §9
q 3 g § o gudr 3N ThT & Al W FeAl g W aRarer A A
FHAT JolellcHs §9 U 3 gl g |
IR Scdlerd SR

(1) TFAT & 98T & IFAAT & T I0TAT AT 3T HF 787 & Fifh gamiRia
grdr & a1 3curee Ay fr TR aETal U9 1RGO0 ST Sl ST
gH & |

(2) aRETeeT 3cdicie $T faRTFIAT TR AeTEl & Fa AT I AR e
g, I TURY aETd & TSI S Gl glar o aRaree Scdiers o g
quT gIem |
qRETee 3cdlde Y I0TAT
fohT & el teh TR W aRared 3cdiers i 0 e g3 1 dgraar 4
&Y ST Fehal! &
3eMeEreT & T Wt § 3OS gled W 3ifRel IRATeled Scdleish gl STafeh
TR AT AT 3RS & 3 gidr § df Ifdigel IRTTelsT Scdlele giem |

Contribution
Operating Profit orEBIT
qRETee 3cdtes 1 AET
(31) 9 fashr i AT FT TH T AT @
Contribution
Operating Profit orEBIT

gl , Contribution = Sales -Variable Cost

Operating Leverage =

Degree of Operating Leverage =

EBIT = Earning Before Interest and Tax
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() IR 3cdlas Ud gAfaToe farayor -
facdia yeetre faffest 9oR & AU oo & fav faswa &1 a8 ageran
TR ST TR STt & T aRarere amerdt & qfd &r s 8 |
3g AT T FI GH-[A=e AV - & AEIH ¥ g Har Jar §
| FA-TATdE faRelvoT o Shad g +gidd T The aXdl ¢ ol TR
arrdr B qfd & foT g § 3G a8 BT & [_ffeT &) )
gl arel ameT 1 gifel & off garar § | IRTres 3cdioie o dcal &
TA-faese favevor & yaw g7 @ T 9ar g-
(37) ga-fazoe fAwg W fashg A

Fixed Cost
Contribution PerUnit

() #a-fawoe faeg W AT 3mm.

Fixed Cost

P /V Ratio

w2 P/V Ratio = Contribution
Sales

BEP Sales (Units) =

BEP Sales (Units) =

11.6 facdT 3cdiers (Financial Leverage)

T AT HEAT H FHAI: & FhR & d[EId drell gait aidr 8-
1. TR dwra arelr et
2. dRaderRiier dmera arelr gefr
R aera arelr 6 v ol g & o ) AREd &Y & surer 3 s @
HITATT HEAT BT § | oF- fUHAe 37er galt, a1 9=, el ROT Sl
| Rafcaa 3cdiees I8 adiar § o it TRaem # W anrd arelr 9ot &1
fhaar Agca & 3T ol TRaem & TR o Yo @ TAEAT Iel S AT
fohe 3feqard A fomam arm § |
e 3caiels 3T a1 et TR &7 ‘g TFharl © | G €T H VAR AT
T oRadmie ara G & 3% § & §'r & 309 &R & R_Aadd
3ccloeh g, 38 fawlia afe gRaderRiier ome qelt &1 3edd Sl
HAT RIS Yo F AF § O A TR F [edT 3catosd e |osE
JHR Scdleldh &l AT W @R (Trading on Equity) & & & & e
STer & | afg seelt i 3ot gAed wEr gr dr 36 fRufd # 38 aRaderier
AETT Yol T 93T 38 e aifgu 3rfid 30 & 3cdies &1 93T
IR AT TRT | 585 [FRT I FFgelr 67 3o 310w & O 39 Rufa
#H 38 TR el T 99T T AIfeT | ATT 3T Icdied @ 9AET HUE
FAT AMET |Gl FI 37oled ATS e A SN Fdfeh 3T [AfAdeT
Tl &Y Yol i TRy aerd &X ¥ 3ifR® & |
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gRemIE (Definition)
e scdtoes dr aRemad fAegar & -
"Red 3cdios dear & ARt § uged HoT Jr wS & @ A
gdrar g1
- o WAHAT

facd Icalors & TARN oETT ISt &7 T2AeT Y ARoT 3Rt & g
P TGl T 3R &I AT g 1"

- oFw W a7 g
" Jcalel A TR Al & IAET ¥ HEAT T ufd 3 el W
gRarele ot (EBIT) & uRadsr & wemal & 3@affia (Magnify) e &r
ATIdT F T F aIReNNT Far e § 1
sy &7 F FEar A fed amw=t & FAsor d R OE awra arer 9ot @
fhder Agca &7 38 e 3cdlele & AETH & AT fhar Sar ¢ |
faedr 3cdtas & fvan
. 9fa 3 el W gHTE- e caleie R ol oeTd & $ROT TEAT Hir
Goll TG H el aTel IRAdeAT T Uil 32T 3ToiaAl W ISl dTel JHIG I TIST
FLAT ¢ |
. R amra gl ot @ gFafeua- el cdiees R omerd arelr 9o &
grsfeaa § | afe R dear & R oerg arelr e 3ifaes & ar dwer &
facda scaiers 31 ghm | afy Tear & o Waar F TRl anra arelr
Gl 7 § o e 3cdiers & g1em |

. % & TfRcT 987 ¥ WFa=r-- AT 3cdes /g & affica 9a1 & gesfaa

giar § Fifer R omeTa arelr Il g1fica 9a7 & gl & |

. cdr Sif@s-ow g8 &1 JAcdiT 3cdide 318 89T 38 e dea T

e grem, adifer 0l T A R drerd arelr gef 3fees grefr |

e sedlas & 39T

. Gt atmer & RAuRor § wee:- iy 3cdies ROl g a@dar 9o &
3T Aol T ¥ 3fefkerad Yol HET &1 HUROT &l H |
UGl AT & | eJgd Yoll EXT I @ref, el Yoil ol oeTd ogeidd dT
JAUTRET I I 3RHAA gl |

. @t 1 fAuRorn- e 3cdiors $r quron a AT # Agaaqer s{fAe
3eT Xl § | ey 3cciess 9fa 3ier 3ma @ wenfad aar § | gAfaTse
TIRAIYUT &1 HEIAT | FHS YHI I FRAIAT IS TARAYIT ek ol ATt
forar ST @@ §
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3. 3ver @ Iy F1 AURT -3fRe ey Scdios @A ot W g A
gfg #ar €, S8 GHar et & Heat & iy g ¥ aur g fr aeR &
Y gl § | Boka®y Al e g7 W gAied HOT AT 8 39y g
S & | TS TEAT & AT H g 3 aTRAT T F 3R gfg g gl

sRames e R aes # 3w

U

3oc I ITUR

gRETeeT 3cdia®

RSpacrad)

&g ¥ graey

TTHT 9 gHT

32T

o & gFsesr

SEH

qRarelel  3cdleles  IRaTelst
it g TR H d@Eaed
eI & |

g g & FEufa ueT W)
TS STeldT

g

qRATelel  3cdleled I€AT &
gRaErel  oms S gerfaa
AT § |

IRATeld  3cdleleh &l 382
fGpa A dRadd & HROT
aR=mere ot A @ arer
qRAcIeT & oRATeT § |
qRarelsl  3cdiees  fafadhr
ot & gefeua giar § |
IRATelel 3cdlele caIaardsh
S & gfig FXar ¢ |

e 3cdleler aRTTeleT aTHt
g AAT W JcT H GFaetT
gderar gl

g O & g 98 W
gHTG STeIdT © |

IRareT  3cdieled TEAT &
SAST g T UGN AT &l
geTfad A g

e 3cdioleh &7 38T Tt
A 9RadsT & FROT gfd ay
3ot &/ g arer aRadar @l
ganeTr § |

focda  3cdies fcagfd
ot & gefeua § |
facd 3o facda i
A ofg ar g |

gRETeeT 3cdid® T QeI 3cdlas A gFaey

gRETe 3cdldd T e 3cdlelh & ALY gilse TFaed g | aell &
3cdierh TEAT T ARTdT, TARY IRared U TR facd omera & awar 6
SATHTSTST &THT W ISeT dlel THI I TASC I ¢ | IRATeT Scdlelh T€T &
g & aRade F1 T8 & IRAresT Jsl W IS arel YT T AT HIT
g | facdT 3cates T & aRares & aRada &1 ufa 372 3ed W usa
arel TG HT AT T & | 30 YhR gl IRdATel] 3cdieldh AT gidT &
T8 AT 3caiel YR 81T ¢ |
e scdters & o

o F T TR R e 3cdierss $r a0 et g3 & $r e § -

FinancialLeverage =

Operating Profitor EBIT

EBT

31dar
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EBIT
EBIT -1
Igr EBIT = Earnings Before Interest and Tax

Financial Leverage =

EBT = Earning Before Tax (but after interest)

I = fixed Financial Expenses or Interest and Preferences

Dividend.
HFEYEAT T Gl T H IHTAAGT 32T STHI S FFel g AL 3AHT T &
& YR W R 99 3T 0F Ja1 Seen AR 59 IR dhel AT H L
SIS @ X ¥ qd & ol (EBIT) & & €T S |
e 3cates Y AT :Degree of Financial Leverage
(3) O o & T I 30E TR A Y e -

Degreeof Financial Leverage (DFL) :@

EBT

(8 9 AdH & F T IF TR AT 8-
% changein EPS
% changein EBT
I e 3cdiie faggaAe ghem af 3udadd gl # Aha T & AUF
g | 38k 3Helal ol & &l TR ¥ g W facdiy 3caes (Financial
Leverage) duT facd 3cdless &1 AT (Degree  of  Financial
Leverage)dAa g, fheq faedi 3cdlers 1 AT (DFL)ATH & adAT &R
& fow g g, o fr aRafda T & fow |
SATHETIRAT fIaRoT &1 IUTAT fe=T JhR T ST Fhell § |

Degreeof Financial Leverage(DFL) =

Profitability Statement Rs.
Sales XXX
Less : All costs including Depreciation but excluding Interest on Debt XXX
Earning before Interest and Tax (EBIT) XXX
Less : Interest on Debt XXX
Earning Before Tax (EBT) XXX
Less : Tax XXX
Earning After Tax (EAT) XXX
Less : Preference Dividend XXX
Earning available to Equity Shareholders XXX

Earning After Tax — Pr eference Dividend
No.of Equity Shares

9 Yol I A qaiftrer arer oft @)-

9 Yot Taar # q@eR 300 g af X U9 SO & 99 ofd T AR A F

HI YA HOT W ST SIS A °SAT AT § TUT A1 R 7 § qaiforer i
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W ST ATH FT Hehol Hleh UCT AT § | GATUHR AT Sl Hebol il
&g e T 1 93T R ST &

_ Preference Share Dividend

- (1-Tax Rate)
TIAT FX A & HGER FFIN F qEfUER A W H & g ¢ |
OTAT T LA & 30 W AT o ¢ |
dergar faeg &1 fAuRor (Determination of Indifference Point)
Yo Taer & derydr faeg EBIT &1 98 TR § Sfgf Gt Waem & ar
fadedl W =09 T4 W ¥ q@ I3 (EBIT) FAW & ST § | Th Tem
deEddr foeg W 39 A g g, SIafd 3ol & Ju7 AT & FAT & |
deeydr foeg & fAUROT &1 AEgd ot 3mrel s&s # fRar sem |

11.7

GYFd 3cdlelsh (Combined Leverage)

IR 3cdide caadye SfQ@H T Tad adl § Sdfe [Acdid 3cdids
faccha SfEH & eged a1 § | 3 el Scdleehl &l Ao Hol TR
AT & T & HIFA Scciloreh ol 0T T Sl § |
WIFA Scaleld HT A0
Combined Leverage = Operating Leverage x Financial Leverage
o Contribution y EBIT
EBIT EBT
or Contribution
EBT
WgFd Iedtd AT (Degree of Combined Leverage) : daR=mes
Scdieleh T AMT AT e Sedleleh $H AT FT PR & GIFd Sedleld -
T HAET Fgelldl 8 |
DLC = DOL X DFL
%Changein EBIT y % Changein EPS
% Changeinsales %ChangeinEBIT
% Changein EPS
% Changein Sales

or DCL =

or DCL =

v

Igr; DCL = Degree of Combined Leverage
DOL = Degree of Operating Leverage
DFL = Degree of Financial Leverage
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11.8 3crgIor
30T (lllustration) 1: -2g7 AfAcs & fhr 30,00,000 'F, gREerier
dRETd 21,00,000 &, ¥R @RMd 6,00,000 € 4T 10% A7 & WX HKOT
9 15,00,000 & & | R, faediar v @gard Secloleh 1 A0 HIfod |
Neha Ltd. Has sales of Rs. 30,00,000: Variable Costs of Rs.
21,00,000: Fixed Costs of Rs. 6,00,000 and Debentures of Rs.
15,00,000 at 10% interest. Calculate operating financial and

combined leverages.

& (Solution)
Profitability Statement
Rs.
Sales 30,00,000
Less : Variable Costs 21,00,000
Contribution (C) 9,00,000
Less : Fixed Costs 6,00,000
Earning before Interest and Tax (EBIT)  3,00,000
Less : Interest 1,50,000
Earning before Tax (EBT) 1,50,000
: , Contribution
(i) Operating Leverage (OL)= ————
EBIT
900000 _
300000

EBIT
(i) Financial Leverage FL) - EBIT Rs.3,00,000

EBT  EBT Rs.1,50,000
(i) Combined Leverage (CL) = Operating Leverage x

Financial Leverage
=3x2=26
3Yar

_ Rs.9,00,000 y Rs.3,00,000

Rs.3,00,000 Rs.1,50,000
Rs.9,00,000 _6
Rs.1,50,000
3eeor (lllustration) 2 : ST fffes & eafaf@a g6t e § -
Jyoti Ltd. has the following capital structure:

Rs.

Equity Share Capital 8,00,000
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9 % Preference Share Capital 7,00,000

8% Debentures 10,00,000

IAAT H AT U9 & ¥ @ 39 4,00,000 & ¥ § | Ig AT gT F
FFGT 30 % F A HAT H A g, ey 3o & e Aifed |
TETfORR 37T & ST W &F R W &I o & |

The present EBIT is RS. 4, 00,000. Calculate the financial
leverage assuming that company is in 30 % tax bracket. Ignore
Preference share dividend taxation.

g (Solution)
Rs.
Operating Profit (EBIT) 4,00,000
Less : Interest on debenture 80,000
Pref. Dividend (Gross up) 90,000 1,70,000
63,00x@
70
Earning before tax (EBT) 2,23,000
Financial Leverage (FL) _ Operating Profit _ EBIT

Pr ofit before tax EBT
_ Rs.4,00,000 _174

Rs.2,30,000
3geor (lllustration) 3 :- Fger for. &1 ot @@am # 6,00,000 ¥ FHAT
39 4ol (10 & §H Hed & 3720 ar 6,00,000 € & 10 % Ko7 § | f&ehr
# 20 % gfg 60,000 sHBAT A 72,000 SHSAT §5 & U SHs [OHhd Hed
10 ¥ & | gREdTMe oot 6 € Ui S § dur AT @werd 1,00,000 € Bl
HFeA @ F T 30 gfderd § |
39l 9RETele 3cdleles &l AN, Tacdid 3cdloles &l ATET J2T HgFd Scciieleh
T AT T I FREAT ¢
The capital structure of Meghna Ltd. consists of an equity share
capital Rs. 6, 00,000 (share of Rs.10per value) and Rs. 6, 00,000
10 % debentures. Sales increased by 20 % from 60,000 to 72,000
units, the selling price is Rs, 10 per unit. Variable Cast Rs, 6 Per
Unit and fixed costs amount to Rs, 1, 00,000. The company’'s tax
rate is 30%.
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You are required to compute the degree of operating Leverage,
degree of financial leverage and degree of combined Leverage
gd (Solution)
Statement of EPS at Two Sales Levels

Particulars 60,000 units 72,000 units
Rs. Rs.

Sales @ Rs. 10 per unit 6,00,000 7,20,000

Less : Variable Costs (60 % of sales) 3,60,000 4,32,000

Contribution (C) 2,40,000 2,88,000

Less: Fixed Costs 1,00,000 1,00,000

Operating Profit (EBIT) 1,40,000 1,88,000

Less : Interest 30,000 30,000

Earning Before Tax (EBT) 1,10,000 1,58,000

Less: Tax @ 30 % 33,000 47,400

Net Profit (EAT) 77,000 1,10,600

No. of Equity Shares (EPS) 60,000 60,000

Earning Per Shares (EPS) 1.28 1.84

% Change in Sale Rs.1,20,000 100 = 20%
Rs.6,00,000

% Change in EBIT - Rs.48,000 «100 = 34.29%
Rs.1,40,000

% Change in EPS - Rs.0.56 +100 = 43.75%
Rs.1.28

% Change in EBIT
% Change in Sales
- 34.29

20

% Change in EPS
% Change in EBIT
_B75 108

34.29

Degree of combined Leverage DCL= DOL x DFL

=1.71x1.28=2.19
3arexor (lllustration) 4 : @Rk fAfACs #r 4&r @@« # 500,000 § &
AT 37T Yot (100 § TH TT HT 372r) Tur 10 wfaerd Homgs 5,00,000 & &
& | BT 20 wfdRE s 5,00,000 SHEAT F 60,000 SHSAT & ST & |

Degree of Operating Leverage (DOL)=

=171

Degree of Financial Leverage (DFL)=
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fasrT HeT 9fd g5 10 & aRaderhe ard 8 & ufa &g aur R a3

1,00 ,000 ¥ § | 3T & A &I 30 wfaRrd AT ST Thal ¢ |

3ae fAFAfaf@d $r o H 2

(1) 9fex 37er 3ratat 7 gfderd gfg

(2) 50,000 AT AT 60,000 FHEAT W AT Scdleleh @l AET

(3) 50,000 seHTEAT dUT 60,000 FHFAT W IRATSA Scdleleh T ATAT

(4) 50,000 gehTST AT 60,000 FHEAT T HYFA Icdlerdh &l AT

The capital structure of Sourabh Ltd. consist of an Equity share

capital ofRs.5, 00, and 000 (shares of Rs. 100 par value) and Rs.

5, 00,000 of 10 % debentures. Sales increased by 20 % form

50,000 units to 60,000 units, the selling price is Rs, 10 per unit,

Variable cost amounts to Rs. 6 per unit and fixed expenses

amount to Rs. 1, 00,000 the income tax rate is assumed to be 30

percent.

You are required to calculate the following:

(1) The percentage increase in earning per share ;

(2) The degree of financial leverage at 50 ,000 units and 60, 000
units ;

(3) The degree of operating leverage at 50,000 units and 60,000
units ;

(4) The degree of combined leverage at 50, 000 units and 60,000

units

gd (Solution)

EPS and Operating Financial and Combined at Two Levels of
Sales
50,000 units 60,000 units Rs.
Rs.

Sales @ Rs. 10 Per unit 5,00,000 6,00,000
Less : Variable Costs 3,00,000 3,60,000
Contribution (C) 2,00,000 2,40,000
Less: Fixed Operating Costs 1,00,000 1,00,000
Operating Profit (EBIT) 1,00,000 1,40,000
. Interest 50,000 50,000
Profit before Tax (EBT) 50,000 90,000
Less : Tax @ 30 % 15,000 27,000
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Profit before Tax or Net Profit 35,000 63,000

0 EPS= Profit after tax 35,000 _7 63,000 _126
Number of Equity Shares 5,000 5,000
Percentage increase in EPS 5;76><100 =80%
. , C 2,00,000 2,00,000
(i) Degree of Operating Leverage = —_—=2 | ———=1."71
EBIT 1,00,000 1,40,000
. . EBIT 1,00,000 1,40,000
(iii) Degree of Financial Leverage = —=2 ——=1.56
EBT 50,000 90,000

(iv) Degree of Combined

Leverages - DOL x DFL 2x2=4 | 1.71x1.56 = 2.67

3amexor (lllustration) 5 : 35y faffAes & 4o wX@em # 10 & arer 10,000
A 3 dur 1,00,000 § & 10% HKUYT g, Sl FFGA A Pl
FFIfeadl 5,00,000 ¥ § | FFGN HI FoI FFed AET 2 & | sEA R
aRETele @meTd 2 ,00,000 & Jur gRadefie aRares awrEr & fSsh &
AT 40% ' § | 3T HT & 30 % g

FFIeAr & fIT Al TR & Scdlelehl T IO HIo |

The Annu Ltd ,'s capital structure consists 10,000 equity shares of
Rs. 10 each and 10 % debentures of Rs. 1,00,000 whereas the
total assets of the Company are Rs , 5,00,000 . The Company’s
total assets turnover ratio is 2 Its fixed operating costs are Rs.
2,00,000 and its variable operating costs ratio to sales is 40 %
The income tax rate is 30 % Calculate for the Company all the
three types of leverages

gd (Solution)
Income Statement of the Company

Rs.
Sales 10,00,000
Less: Variable Costs (40% of sales) 4,00,000
Contribution (C) 6,00,000
Less: Fixed Costs 2,00,000
Operating Profit (EBIT) 4,00,000
Less : Interest 10,000
Profit Before Tax (EBT) 3,90,000
Less: Tax @ 30 % 1,17,000
Net Profit (EAT) 2,73,000
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. ntribution
(1) Operating Leverage:w

EBIT
_ Rs. 6,00,000 15
Rs. 4,00,000
EBIT EBIT

(2) Financial Leverage = or
EBT EBT — Interest

_ Rs.4,00,000 ~103
Rs.3,90,000
(3) Combined Leverage = Operating Leverage x Financial Leverage
=15 x 1.03 = 1.55
fecqofy (1) Calculation of Sales :

. Sales
Total Assets Turnover Ratio =———
Total Assets
_ Sales
5,00,000

Sales = 2 x 5,00,000 = 10,00,000

3gretor (lllustration) 6 : Yo faffes & aRaew wa G wEar &
Trdfeed farT guamt @ swar: Bufa 1 qur 2 Jcdy a5 A 9 B &
Hecdtd IRETele 3cciers dT faccha 3cdlersh 1 a0 HIfe | aR=mersT
aUT AT 3cdiers & 0T & 3ed 9 e Ao g2l arel TASTT Hid &
g |

Calculate operating leverage and financial leverage under situation
1 and 2 and financial plans A and B respectively from the
following information relating to the operation and capital structure
of Renu Ltd. What are the Combinations of operating and financial

leverage which given highest and the Least value?

Installed Capacity 4,000 units
Actual Production and Sales 50% of Installed capacity
Selling Price per unit Rs. 20
Variable Cost per unit Rs. 10
Fixed Cost:

Situation 1 : RS. 8,000

Situation 2 : Rs. 10,000
Capital Structure Financial Plans
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Rs.(A) Rs. (B)
Equity 10,000 30,000
Debt (cost of debt = 10%) 30,000 10,000
40,000 40,000

gd (Solution) :

Actual Production and Sales: 50 % of 4,000 = 2,000 units

Contribution per unit = 20-10 = Rs. 10
Total Contribution = 2,000 x Rs. 10 = 20,000
Comparative Statement of Leverage

Financial Plan A
Situation 1 2 1 2
Rs. Rs. Rs. Rs.
Contribution (C) 20,000 20,000 20,000 20,000
Less: Fixed Costs 8,000 10,000 8,000 10,000
Operating Profit or EBIT 12,000 10,000 12,000 10,000
Less: Interest 3,000 3,000 1,000 1,000
Earning Before Tax (EBT) 9,000 7,000 11,000 9,000
: 20,000 20,000 | 20,000 | 20,000
Operating Leverage=———
EBIT 12,000 10,000 | 12,000 | 10,000
= 1.67 = = 1.67 =
. _ EBIT 12,000 10,000 | 12,000 | 10,000
Financial Leverage = ———-
EBT 9,000 7,000 11,000 9,000
=1.33 =1.43 =1.09 =111
. C 20,000 20,000 | 20,000 | 20,000
Combined Leverage=——
EBT 9,000 7,000 11,000 9,000
OR =222 = 2.86 =1.82 =222
OL x FL 1.67x1.33 | 2x1.43 1.67x1.09 | 2x1.11
=222 = 2.86 =182 =222

Combined Leverages:

Highest Value: 2.86 i.e. Financial Plan A, Situation 2.

Least Value: 1.82 i.e. Financial Plan B, Situation 1.
3emevr (lllustration) 7 : ¢dvg faf@es & AR, 2008 &I FHTCT gl dlel ay
&1 fyaror o =T T
The following details of Devendra Ltd. for the year ended 31 st
March, 2008 are furnished below:
Operating leverages 31
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Financial leverages
Interest charges per annum
Corporate tax rate

Variable cost as percentage of sales
FFIAT T 3T [Fa0r dIR RS |

2:1

Rs. 10 lakhs
30 %

60%

Prepare the income statement of the Company

g (Solution)
, , EBIT
Financial Leverages=————
EBIT -1
EBIT

~EBIT —10, 00,000

Or 2 (EBIT - 10, 00,000) = EBIT
Or 2(EBIT - 20, 00,000 = EBIT
Or 2 EBIT - EBIT = 20,00,000

Or EBIT = Rs. 20,00,000

: Contribution
Operating Leverage =——

EBIT
Sales —Variablecost
or 3=
EBIT
Sales —0.60 Sales
or 3= 3=
20,00,000
Or 60,00,000 = 0.40 Sales
Or 40 Sales = 6,00,000,000
Or Sales = 1,50,00,000

Income Statement of Devendra Ltd.
For the Year ended 31st March, 2008

Sales

Less: Variable Cost(60% of Sales)
Contribution(EBIT + Fixed Cost)
Less: Fixed Costs

EBIT

Less: Interest charges

Earning Before Taxes (EBT)

Less: Tax @ 30%

Earning After Taxes(EAT)

Rs.
1,50,00,000
90,00,000

60,00,000
40,00,000

20,00,000
10,00,000

10,00,000
3,00,000

7,00,000
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Note: Calculation of Fixed Costs:

Sales =V + F + P or EBIT

1, 50, 00,000 = 90, 00,000 + F + 20, 00,000
1, 50, 00,000 = 1, 10, 00,000 + F

F = 1, 50, 00,000 - 1, 10, 00,000

Rs, 40, 00,000

11.9

TR

Ueh HEUT # VIR dd & Aged &l A1d & & v qRames 3cdies $r
IOTAT T SATAT

foreT FFur fiy A fRR awra arelr Gt o ot &7 fovden gfafafiies s
g 30 A1d o F AT faedT 3ediores & 1o & S @ |

Fol AR Tl & FATT &l AT I & [0 HIFd AT & @l fdehodl &
EBIT @AM & ST § 4T 38 f§eg W 828 81 AW gl e & |

11.10 2TscIdelr

1.

4,

EBIT (Earning Before Interest and Tax)- sasT @ & § 9d 31T &I
EBIT &gl Siar ¢ |

EBT (Earning Before Tax)- & ¥ g 3MF &I EBT § |

EPS (Earning Per Share)- gfd 3721 31 9cds 30N & garT fd
3T T EPS Fgd € |

EAT (Earning After Tax)- #X & 9dld 3T &l EAT & aF & I § |

11.11 & WY Y%

1.

gRErelsT 3caless T facd 3calds H 3wk Tose hifar | erenRat $ir
I dUT @A R Acd™T 3cdicle & 901G FT JrE&dr S |

Fediesh @ 3T FT FAST &2 IR Td [l o Y I e
YRR I ST 872 3eTeX0T Aled HHSSY |

aRETel 3cdlors Ud faedia 3cdiels &1 9fd 300 36l W g gerg
ged frar ST §2 gHesY |

IRATelel 3cdicleh & 39 AT THASIT £?2 TARN ‘AR & SO Fa7 TFaey
€7 3eTeXur afed THgsd

5. 'de¥ydr g & Afaar aule HfFT |
6. Jier faffAies & G e & g &§ Hed & 2,00,000 372, dur 10% arer

20,00,000 & & 10 % HKUT-9F &, Sidfh ®Fqsil $HT Fol FFafedal 50,00,000
T AT | HETEN H FFGed A AT 4 § | SHR TR AT
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20,00,000 &9 § Jur sgehr aRadeehe aR@rest amerdr &1 fasa @ segard
60% & | 3T Fr & 30% © |

Neha Limited ‘s Capital structure consists of 2,00,000 equity
shares of Rs, 10 each and 10 % debentures of Rs, 20,00,000
whereas the total assets of the company are Rs. 50,00,000 The
company’s total turnover ratio is 4. Its fixed operating costs are
Rs. 20, 00,000 and its variable operating costs ratio to sales is 60
% income tax rate 30 % calculate for the company all three types
of leverages.

[Ans. DOL - 1.33., DFL - 1.034 and DCL - 1.37]

safa fafaes $r fohr 10 ar@ & § | 9Radew=ie arra fShr &1 60 % &
sefh R aRares @mera 2,00,000 & § | el HOT W oA 1
,00,000 ¥ § | 3M9HI HIFA Scdlcidh &l AU Hell § dUT SHH THT TIC
Hifaw afg fehr 10 gfdera & sgdr ¢ |

Jyoti Limited has sales of Rs. 10 lakhs. The variable costs are 60
% of the sales while the fixed operating

Costs amount to Rs. 2, 00, 00,000. The amount of Interest on
long -term debt is Rs. 1, 00,000 you are required to calculate the
composite leverage and illustration its impact if sales increase by
10 %

[Ans . Composite leverage 4 if sales increase by 10 % then profit

will increase by 40%)

T gaar @ aRaree 3cdlos, fAcdd Sodldls dur gFd 3cclieish T AT
T I HITY |

Calculate the Degree of Operating Leverage, Financial Leverage
and Combined Leverage from the Following Information:

Rs.
Interest 20,000
Sales 2,00,000 (1000 Units)
Variable cost 1,00,000
Fixed cost 60,000

[Ans: Degree of Operating Leverages, 2.5 degree of Financial
Leverage 2.0, Degree of Combined Leverage 5.0]
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9 WA IET A IUR AWA gU FAT AfAE & fdcdia 3cdierss T A,
AR T 3cclielh T AET TUT FYFd 3cclloreh I AMET e @&l &
3R 9T I -

Find out degree of Financial Leverages, degree of operating
leverages and degree of combined leverages of Kamla Ltd. from
the following data (Assuming | as the base period)
Statement of EPS
Particulars Period | Period 1l
Rs. Rs.
Sales 30,000 45,000
Variable Cost 18,000 27,000
Contribution 12,000 18,000
Fixed Cost 6,000 6,000
EBIT 6,000 12,000
Interest 4,500 4,500
EBT 1,500 7,500
Taxes 30% 450 2,250
EAT 1,050 5,250
Number of Shares 100 100
EPS 10.50 52.50
[Ans. DOL-2,DFL-4, DCL-8]
10 g3wg fofAes 1 Fdirdd g et yaR § -
Devendra Ltd. most recent Balance Sheet is as follows:
Liabilities Amount Assets Amount
Rs. Rs.

Equity Capital Net Fixed Assets 6,00,000
(Rs. 10 Per Share) 2,40,000 | Current Assets 2,00,000
10% Long - term debt 3,20,000
Retained Earnings 80,000
Current Liabilities 1,60,000

8,00,000 8,00,000

HETAT T Pl FeFAled 3Mad 3 §, IHA TR gRATeA AT 4,00,000 T

€ dUT sEET qRadRie FeTdr @ 3aTd 40% & | 3eR HT &X 30% ¢ |

(1) SFIT & Al FPR & Scdlelehl I IOTAT Hiford |

(2) EBIT @ g afe afa 3ver 3ma (EPS) 31) 7 §92, (9) 14 ¥ dAr
@) AT E |
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11

The Company’s total assets turnover ratio is 3. Its fixed operating
cost are Rs, 4,00,000 and its variable operating costs ratio is 40
% The income tax rate is 30 %.
(1) Calculate for the company all the three types of leverage
(2) Determine the likely level of EBIT of EPS is (a) Rs 7 (b) Rs
14, and (c) Zero.

[Ans. (1) DOL = 1.39, DEL =1.03, DCL = 1.43

(2) (& 2, 72,000 (b) 5, 12,000 (c) 32,000
FT gAST H wgar ¥ Agar fAffes & aR@res, facda dur @ged
Scdierent @1 ot RRafa | aqar fafa 11 7 3k ey aeer A daar B &
Hecterd HIfTY |
Calculate the operating leverage, financial leverage and combined
leverage of Meghna Ltd. from the following dataunder situation |
and Il and financial Plan A and B.

Installed Capacity 6,0000 Units

Actual Production and sales 50 % of the Capacity
Selling Price Rs. 20 Per unit

Variable Costs Rs. 10 Per unit

Fixed Cost :

Under Situation | Rs. 12,000

Under Situation Il Rs. 15,000

Capital Structure:

Under Financial Plan

A B

Rs. Rs.

Equity 15,000 45,000
Debt (Rate of Interest) 45,000 15,000
60,000 60,000

[Ans. D.O.L (Under Situation 1) 1.67 D.O.L (Under Situation II) 2
D.F.L (Under Situation Il) Plan A -1.33, Plan B -1.09
D.F.L (Under Situation I) Plan A - 1.43, Plan B - 1.11)
D.C.L. (Under Situation I) Plan A -2.22, Plan B -1.82)
D.C.L (Under Situation IlI) Plan A -2.86, Plan B -2.22]
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12 AT fafAes &1 [J@%g 150 @ T, gRadaeiier oRtd 84 o@ &9 § Jor

TARY A 12 @ F9 £ | 399 9% FHOT-UT 90 @ dAT FHAAT 110
g F g-
(37) ®H & IR, faccda ur #gFad Scdlels Fa1 87
(@) I foshr 100 om@ & d& FRAr § o a1 EBIT &1 ghem
(@) e OFT TR W &7 &1 EBT T gem |
A firm has sales of Rs. 150 Lakhs Variable Cost of Rs. 84 Lakhs
and Fixed Cost of Rs.12 Lakhs, It has a debt of Rs. 90 Lakhs at
9 % and equity of Rs, 110 lakhs.
() What are the operating, financial and combined leverage of the
firm?
(ii) If the sales drop to Rs, 100 Lakhs what will be the new EBIT?
(ii) At what level of sales the EBT of the firm will be Equal to
Zero?
[Ans. (i) DOL - 1.222, DFL - 1.176, DCL - 1.438
(i) 32, 00,000 (Approx) (iii) 45, 68,180 (Approx)

11.13 HocdT I

Tt oEieheT Jreard, Iear, AT, At
Yot oI@iehel 379rdTel, 313rdrel

Yot oI@iehel TA. 3R, 3dre

Financial Management Khan, Jain
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SIS - 12 Yol TG - UFT |, ded g fAvieT

(Capital Structure : Forms . Elements and
Decision Marking)

FHIS T TR

12.0
12.1
12.2
12.3
12.4
12.5
12.6
12.7

12.8
12.9
12.10
12.11

32T

TEATaET

Goll &I T & 31 Td aRETIe
Yol TR T GHATTAT et ael e
aqfoa a1 Aeqgadd ol T
T HqReldd Yol TLaell T TAYU/Feuel 82
Yot TXaa &1 e ar v
12.7.1 §AJT W SAUR
12.7.2 it gfedeor
12.7.3 qair T ST

R

NEAEE])

TR 9T

el Ty

12.0

387

SH SHIS T NETTT Il & §I¢ oIl grar foh -

ot TXTeT & 7 3R 82

Goll EXTeTT &1 T el aTel ded Hiot-died F §72
HelgoadH Yol T &1 93 fohe SR foham Jrar £7
Yo T &1 sl fFE YR grar 872

YEATIAT

fordT o caraaTRis GEaT &1 AheldT Td IEHAT H IATHE dea 3Fhr Yot
T UGS UG Yol Wit & & & | HEAT & Fof Yol A JTIT: FHA
32, YR 3R, HKOUI-UT U 3 HeUalelld UG SIedhlele FKOT GHETAT
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AT & | GHAT 32T W AHRr SAT AT g §, Siefes qaifUer 3,
HOT-9T T 3 KON G SATHRN AT AT Gebrell 91 HfAardar gt & | 31
@ISR 3RIRAT T HO-IAUIRAT # e RiRd 3 g §, Sefe
FHAT 3T F 3 Hr FfARadar T §

ol T & Heddid 9@ §T F Ig 8T oidr ¢ fob 4oir & uiied &g fohet
foret gfasgfarar &1 fetesr fomar Su? 3a7er 3mod & AT AT @ ? 3T
HAMET U Hed 41 &l

12.2

Uoil T &7 31 vd IR,

et st Teem & o G & 3maegs A RURa & & a1 ol TRaer
&1 fAURTT HEAT HGTF gIar & | ol TXaa & 39, qofewor i i a1,
forer-foreT afasrfaat qam, fra-fFe 3 & urcd Fa &1 fRURoT = & &
| o WX 7 o & faffiess amuat &1 ve odr o iR e Srar
g, Tuw 7 Froelh & e O fafse Goi-ERaer vee #T S dEder #r
HTERIFATHT I QU A H U7 §9 § F&TH g U ogeldH dRd W A
IcIT & UISd HT ST Tk | 3T Uear H, Yol T & 3@ IR # Aoy
forar Srar € & g1 3mavas ol @ fhdelr #Ter 3R ¥ weAd foRar I 3R
frder =oT-aat & | 37er 4o # ¢ Rrder smer MR 3ier ot @ @ S
AR forder T & T FACAT 3ryar @A Yolt &1 Wada fhar s | g6l
AT T & IRATT 38 TR ¢ -

drea va aEyR, "o WO Rl we @ TR e yeews glar & S
SrdeprelleT FOT, qEIfOFR 3 aUr g Aed ¥ JeRia gar & I

IR, w9 d|A. YN WA F IR 9 fRdr cureai¥e wer #
fafaifSa et & e Al & gl & fow ar smar g 1

3 YR Yol Tl Teh cIIadTaeh GEAT & facdg diefer §, s 3eaetd
G & fffea &ar & 99 @dA-ag g fear Sar § 1 a8 gfasfia
Hogele (Security Mix) FEIT &1 Eeerellsdl AccdT geadr W M0 gHa
STeaT & | I FIS TEAT 59 Fogold H FIIAA A6 @ 9t § ar ey grar
HA=gfoId & Suen it §8 41 & fov gifasres gar § |
JeiRoT U9 Yot E3gr (Capitalisation and Capital Structure)
ST ¥ IR UH GH g NI Tl Yol @ AT FuiRa & & &
Safh qoll BTl BH & Yool & fAHUT &I ddardr § | 3d: &5 IR
Yofeor 3R ot TXaem 1 v & @A fr aer ¥, fheg o a7
Fifosw Far & | decaAsst & eredl H, "YSlUT @ dead Yolt dr AT @
frerfaa et & & 9T Goff TXae & dedd Yolt & Ta&T A7 IR &l faerad
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A T E | " 5T YRR oIl Teh IRAUNHS 3JIURUT § SAdfh ol
HLTAT U IOTcHS FGUROT § |

12.3

ol &, facda ST aur FFdicd EXEeT (Capital
Structure , Financial Structure and assets Structure)

AHAITAT ot T=al, e Saar qur geafed T & qaAendt A
forar Smar § g st #Aifos §7 @ 3R § 99 39 yeR <gad fRam o
Tl § -

it wxgem (Capital Structure) - & &1 TR e syaeam & dait
T FEd § | Tg AHAIATT ErhTelsl KT , GATTURR 37A TF AT gaRT
Fd g &, Tae 3reusrels arg fFRfad =& g & | a\ar & @Har
3ir N, e a1 GRE T aiRa 3 A o & | et
TXTAT T dlcdd FEAT AT TR Yol I1 Sreepreilel gifdical ¥ 9T S g |
e @x==r (Financial Structure) - IJg T STFd Al § foh T€AT o
3l gFafeaqdl fr e cgaer frd s&R $r g, I8 Bufa faoor &
TAET S 1Y o 9T 1 T @il § | e SRwell & 3ecdid gad &
AT ErdFlelled Ud 3euadhlald alfdcdl sl afFAfad fmar Smar g |

wFqfed WA (Assets Structure) - STHN dAcdd TEAT 1 T JhR 6
geEafeadt & AT F Bar § | SEH TEAT A RN JUT 9 FFEdfeadr
afEAfad 1 S € | g sl A, Euted o sgawy # RS o
Goil & 39T AT TFT Al & |

Uolt TRTet, e TXaar aur TFdicd XAl & ek B e YR ogead
foram ST HehaTr 2|

SNSRI FGIGECEI] ERICAGTCEl
(@ TR (@refTel= W) (&rd T 3reqTe i)
Y ARt HHCT 372 Yit |HAT A Uoft 7 By
2Te], ARl A afer i FferT= 3fer oh
g g By FET g
BT 0T Te] <RI

261



12.4 Uil TTT HI AT H arel dead (Factor affecting
Capital Structure)

4o E@Xae # fRET cargaRie §¥ T i /el geedr ve S %adar W
Her g 9SdT § | 3 3% [AURer & @AY 39 @8l dcal W AER &
AT AIRT S FFal & ot e & goifad &id § | 3o deal &l T
ar @ait (i) 3MaRe dead TUT (i) SET deal & el ST Ihar § | S &
e =& I & gemar = § -

Yol EXgar # Wi FIA g ded

HeaRe dcd aey dcq
o TIEN H gHfd o YN SeIR T &RMT
o YIHN HT HTHR o faferateramsit &1 ypfa
o 3 H ARTdar g AIfAdar | ¢  facdy weumst & Afa
o YTl T TIEHIT o ot fdiHet T et
o TIIUY W [AIFUT T sTBT | o YdATold AU wa fAgs
o T FH A o FIFA ypfa
o AT AT o 3 Hgcayul ded
o FFYfcd T
o T[TUT F TW
o Uhs VaAlg &THAT
o URETe AT
o HAAT W IR
o Yl gfdetor

(31) 3me=aR® dea (Internal Factors) - 3¢ el $r fARIvard sfr wgr
THAT & | Yol T T JoNfad IRl dTel IARS ded Ae=faidd & -

1. =ggErm #1 ygfa (Nature of the Business) - &Fdell & <IIAT Hr gHid
Joll TG HI Fales & & GHIGT -Hdl §. | S GaC AT wraf
# el gy § 399 TR Ooft 7 3ife aur ekl Goit 7 A 3maRIEdar
gl € | MOT ol 9 SIf@H 33T &I &THAT 3% g & SROT I T8I 3730
Gl & ar-ary wmor Golt @ yer off 9 AT A R Al &, ek
MRS T A o9l FEIB3T # TR gE 7 9201 sRifia G 1 31w
HTARIFHAT g & | W TR Rl ud Sfder et @ 39l @ &
YR TR ATl FOT FRAUTT MHGT & 9rod H Tl ¢ |

2. TUIE HT HHR (Size of Business) - Yol TTT H AUROT . w7
IHI F HFHR H AT H @Al dgd HaTH g | B HHR Hr
caraaTAe aEAit fr SNWH 38 T U THiAd Pl Y &T7AT FH gl &
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| AT STl ol Yol # 3721 Yolr &1 T 31f% glar § | 93 SR &
AT FF AR Golt T ARISaT gl 8, 0 Rl v @ ¥ ured
FAT FFEAT AL @I & | 37 T FEU f Iolt Taen F 39 g wdr @
feAfad fFar Sirar & e &8 aed Ud &8 Si@H W 3maeds Yol ared
g Tk | 3% fQulld, ALIH AR arell e TEATHT A Goi Txaer &
37T UG FKOIT Al At gEAfad R arar § Fife bt e gsh
Al ¥ Yol ThiId T H TaTH giar § |

. I3 #r AgfAaar va @ARaaar (Regularly and certainty of Income) -
Hiasy # g1 A 3T g vd AafAd 9 @ grod gidr W@el 3ryar w8,
H §1d & Yol T & AGR0T W) gicd 9og 9sar § | 31d: IS Fegei
Fl fufaa 3 AuRa ar TRl ¥ F gcd g« @ @HEar § ar Forad
37YAT §oU9UT SIRT [ ST Thd & | 38 A9da afg smar 3 fr Haf@aan
Tfesy &), foreq oS aul & Fd 3T e 39T @ F 3fHe 3Rt w
TR T & a1 gAied AR 99 I ar HAT 3R F HeEe R o
Thdl § | IS AET T AARGd &, WA TG IfaeqeT ST g a« Fhdol
THAT 3T & AR R S TR § |

. yaeusl F1 TeHOr (Attitude of Management) - Yot TTT & fAuRor
H ga-tehl & TIOCHIUT T @YU YHEG TSl & | Teedhl & HTET AT oy
&1 1A, AHTARTAA T SNTEH T HPITT oA I &THT, 3T, Hgcdlepial
gcare faffiee deal o €A H @A & 3T Yol g HOT Yl & 3efard
fafRaa fFar arar & | RET e @ & 3ER, deew g, B,
3HIHE, TEHTE, JUT WNOT H Aed--fAT giar & | I8 gae af@Ar &1 @
YR & Hodichal HAT § AT $HHT ROT Yoil GaRT fdec-cqaedr el &I sear
A o o @ ¥ | oY, N e e w9 ¥ ueeyw 3y, e,
Fgcariet, faearg aur wiare ¥ v giar § |

. gga™ W fauFer i gwor (Desire to Control the Business) - qait
AT SAOR W 0T $r sTor O W weniad g@dr g | Ife sEger @
fAT==0T gadel, TEAOH 3Er o & AFIA F THg F il A Heed
@ g & A FAr 3R @ e R arar & e e 991 a5
A F I Fiegd @ AT § dUT AV HET F oo sereniat F sic
fear arar § | faRed gt Y 3nargear f ofd qaTfrery 3wt 3rar Hor
At & AT A A S R, e g9 & T o 7 RAFR ALY gl ¥ |
. "EAT #Y 3g (Age of Business Firm) - @ig §¥A¢ faffiest &ar ¥ 309
qal W SR § Yot F& SfeT Hevchl 8, Fifeh o7 &I FHr wr@ warfd
4 g &, Sew R_deant & 3fte Sifee @ggg gidr & | 3@ a0
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10.

11.

TEAHT H N T H ARSI FAAT T & @ & | Safe e
FEATt e g A ¥, 3 3 R W & MUR W e FoT
T HOTIET & ATA F Yol JeT Thar B

s ASAT (Future Plans) - T TEAT $T Yol TG shadl aodATed I &l
T H @I Agl TAT ST &, dfodh TTAT dI AET GhrT A3t ol &Y
T H @R d15 ST § | 38 3227 & v afRed o 3fs @ ardr
g O afesy & snaasar & wag AT frar o @& | 9ResT F @A
3Rl & golr ured Fr S g, 96 A fR-¥R q@feRr i qur Hor-uat &
et o et & |

gFufead @A (Assets Structure) - TEAT &I Goll T ITHT FFafed
TTIAT 3T AT, T TR FFafeadt T AT W) oo TR wr @ | el
Td SRt dEmat & geh o F Tl geufeadt v A 3ifte g
31d: gl Srelelll KON TG HOT 931 T JANT 37AF giar § Jur 37T 9ol e
g &, 3u% udia coraRes Teumsit & geufed e & wml gEdfcaat $r
IS AT, FFITeadl $r ITAFr 3WF g §, s g eq f ot
FAAT AT & AIH § 9@ § § -F I 3R e gfasfaar #
AT A gl |

#r@ Rufa (Credit Position) - @&ar i ar@ RFufa & off G @aer |
Fgcaqul 9T UsaT § | IR SR & T8 & @ gee § oY 98 Igkedd
Gl T FY 30T TR & FAiRE O TEABT F qEfIeR el @r wor oAt
H Rfadedr gied e & o §, J&fF -HAaR aw Bufa gl e
HI KOT Yol UIcd el H HiSeAS gicll & | 37ch: 3T Yol Eaalr H FHcT
37elt &1 T ARE @ & |

U%s waw awar (Cash Flow Ability) - S5t SX@eT &1 PR s @97
HEAT T Ahs Ydlg &TAAT &1 3l €Al I@AT g | Fifh HEAT garT FAAY
ST arelr gfasfaat &1 AdEa WA W 3adhr ool i ofd & o e
Uhs g o aRTs § | O gl & HqER | HET & R AR doe §
ggol 96T aIfSd AUhs varg Hr YT FT eI X ol ey, FHifer R
HR & gfcd Vg earT & Hi S & |

gfRETers 3equra (Operating Ratio) - IRETelsT 37ed1d & 07T S I AT
&I o Ud GRErelel eFdl & AT H Y [ahT I H1ET St BT ST B | Tg
FAd AT ST g, I & @EAT AT fFr W AT &THAT A gren
A AT Td ol & [T &A 3 el 3 O HEnst & e
YSTeoT & UM FIS{frdl T #1eT ol @M SR | g8 famia aRemers
AT HH Bl W HEAT & UH HOT W AT Gl & [T gAicd 3T A
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12.

13.

w, Ia: R o gl gfasfadt &1 @FEa e W wg Ffears
3ol el gref |

AT W aANR (Trading on Equity) - H3f-asft cggam & vads ar
Teetsh el d fAfdeT & earT cgaarg W 3ftead Hgeaor # awd §
arfer §ACT 3727 Goll W Fa1 anrer 9ififd i Ia1 §Fa 3ifte ¥ e
AT HART ST Toh | 3Gb folU FAAT W AR HI AT 39S ST g | 39
AT & IgER Jgd YEY AR H GAAT e w1 AT Fd Aqw G @
SIGEYT GUehlelled HOI gaRT H Il g aif Hoit W ufad X & =g
FHET AT 3T HN FANT A Yol W 3T g ¥ AT bt & frar o
T | g 39 A W R e T omEEs [ @ar §, Seth
TG T 39Tl &I, HOT W &I1oT &7 § 37 gidr & |

geht gfed®or (Capital Gearing) - $o Jolawor & qRad=lel oI arel
gfasfadl srafq FAar 3 9 @Y aerg gfdefadr seiq gdifter sier g
HOT-YSN & ALY AT A afed Hdd & A F A Sm & | qEAT A
3=a 3yar et gfed 3rqara & dehar § | afe addar 3w gt e FefAa
1 ag g dr a8 fAwT gfed 3rqara g Sefes 3= gfed sregura & fRufa &
AT 370 Gl &1 s oRe giar § | 39 afed T arelr wemsit 7
ot 1 TRl A (o) FH Eel R e siraTRat # e & &9
F O 3 gl | o Rufa & 3 & How A g Hr ygfea g I &,
s fia e gfed aqaa & G &1 W e 3fRs 8 &
3rreniREr A faaRor deg AT FA gem a3 #T Jew TR SR safov
Yol BT 380 YR I gl wifgw arfer fafdesr gfasfoat & sfaa qoeaw
ST 3% |

9EY daa (External Factors)-

HTedXeh dcdl & 3Ieldl Yol Tdell T e gcahi &l gaa f gaied &9 &
USaT & | @Telifh o7 dedl W HEAT HT AT 6T @Il §, Weg cqadd Hr
Yol TTl T FUROT aRd GAY Yeetehl $ 8o dcal W AR e &
faoTr o anfge-

Yot a9 @ gamd (Condition of Capital Market) - 4sft TR@er & goir
ISR FT ey off fad el & | #A<Sr & AT H 9 ATl &I e gl &
T o A FHEAY FAARTT g AT g &, 0 g F IRt 35l
T 3T HOIT 3RF AT ga § | W Rufa A FFeer garr 9@
foreffaa 32 er &X arel HOT-9AT &1 HTdT X A AT & arel FY FHO-
o7 off AT Y o7 g € | s RAuda oo fr Rufa & amr 3o $ir
FFEATGATY d¢ ST & IUT aRn & ora [fadea & e gaica g o gar §,
37d; HUT-UAT T 39T FTUROT 37T Hr Ik & AT 9¢ ST § 3 Joir
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Tuf & Fremor 3Rt i R AT F FRUT 3¢ NAIH | N FifET &=
STH 3BT T Thel § |

. Rfeeanit f gefa (Nature of Investors) - Goit @@= W Azt
&1 wpfd a wofd &1 o gera gsam § | $ faferdiedr agdr vd Sif@d ggt
el aTel 8l ¢ | 3eTeh 91 9dTed Yol gl W J §AdT e 7 fafeaer aer
qHg WA § | Sl go Rfadedr stie g e Fadd & ud FH Yol are
g £ | 0 fafadiedr sfaaAe st ar soraat & v e s saer
QB GEed & | SEfav Waemd GO o & Qv R veR &
faferierdr $r ggfea va HfAER & 3qER 3rerer-3rewT YR gfasfaar #
e e 3magas g Sar § |

. R awEt i Ay (Policy of Financial Institution) - facd ve=
el drell FEATHT Fr Afd &1 7 g& WA | 9919 95dT § | ROT Jad
A H qJ U A% GaRT HOT FHAAT I & HeTIT fham S1ar § | o
TEATIT T HOT &¥ A G 3ol Ufdeer g ot o oRms o el § | ST &
& dfcsh 3Tofehel dl KOT & &9 A & 715 TR Y F©& GAT 9 AT 320
# o aRafdd & &1 Al & S § 1 afde el = A g ger
T AET 3f0F T@AT HERTH FAT 8, difeh HTERISAT IS W GHAT 372 I
R ST oEF |

. Yoit feAsr Y @mra (Cost of Capital Issue) - go i@ &1 amra o
gl WO # gt ¥ & yATAd AT § | goit eHe i awera A7
fAIIT I, goell, 987 3caife AfFAfad fhd I € | U caradniies
TEATU 3ol ATl hl eTctd QT A6l &, 3 FHIadr W gfasfaar &
e & grafAwar & st §, e Aeea i anTg 3deTRd FA 8l |

. yafead Ruer va @9a (Prevailing Statutes and Rules) - &2r # gaferd
FIelT Ud fias qur 3 sfasy &7 aRadsr fr aenraat s gt S @t
wonfad el § | 3ereRond, Ifg wEafadt fr 3y W S 7 ¥ R T §
ar sFuelr 3R Fr e wor-ud FAAAT wer 3RF gweg HEh, F=ifs
FOT-TA W G SIS FI FF9ell B Fol AT HT 0T W GAT g2l &2r
ST § | I8 E&ipd Feldr g, Stafdh oeRr Feldl &g Tdigd ad oAl Al
ST & | 38 geR geh fetAa sifRfees & a6 @ua 3eaet &
3HlTar =g 3 # RKOT Ud FAA 370 Yol fAHNOT gar e 2: 1, FHdT
Gl qur MR 3er Gl IeWd 3.2 @ aoed ¥ | e 3RT &
A g 4 3t & f@9Aw, Komgat & oud 3nfe & fow off 3me faan
T T § | A GarT o FAT-HAT W R R Il Y S g 1 s
AEh! AT H WA §U 81 Yoil T 1 [FATOT foham S =nfge |
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6.

Alwst wgfa (Seasonal Nature) - AN TEPRM &1 3cdiead T arelr
AU S el 3cdiesh, eea fAaATol anfe vt & avg & #@Fr A
O # SArer g § | 31 O wEund @ Atgd Ry 7 e qel fr
JTERTSAT BIdT & | AfG 3oTeh Yoil el H Ererlelld RO HI AIF AlFATeld
X forar o AT AT FA gl W (AT FAC gl W) 9 HA Yot
T NIRRT g, HEAT W HAIRIH AR ¢ ST, 37 Fedehl Goll FITeAT
# HeTHTels HON R 30w et fear Smar § |

37T Agal dead (Other Important Factors) - 3WRIed dedl & 3fardr
FO 3T ded o 3 Swarads, gfaequl vd o) $r e 3fe o o
HLEIAT H JAAT A § | 31 dedl &l ol €T H @A §U YUl &l 391
ol G 1 fAHATT e aifgu. arfds HEar W 3ferards HN ALl §¢ JuT
ol S Y efReldH ST ST Heh |

12.5

aqferd a1 HeJgoldA Yell EIT (Balanced or
Optimum Capital Structure)

Teh Tl T Yo T (i) hdel AT U (i) AT T ADAT 30 (iii)
AT 3R FOTaT (iv) AT 3721, AT 3T v HoaT fe R o v A
g Tl § | UIH TEAT A 3 33 F wifta, e grear va eRar
&g ol &1 Aot 3fd gHR ¥ S TR E 3fd Fee & sigkedH
qell AT § | 3 Ieggead A1 @dfad ol ST @ R U8 gfasfa
fAsmT (Security mix) & & St HEAT AT GGl H RIS H FGTdH TAT HEAT
& 3 & Hod & AHWSaH T § | 36 g QAT whR f gl
(FHAAT 32, AT 37, HKOTIH) H elgoeldd 3f0d H AT fomar Srar
g difs TEIT & AN FA ¥ FH AN TS dUT FET & JAET 3T
Giftrar amer wifta) & ared foRar o1 dh | OHT qEi WA H FGAEAT 39t
AT Hod NUhde-eldr § aar goi & 3ad aed ~gede g & |
IgReaH Yot ®@anm A RIvEW  (Features of Optimum  Capital
Structure) -
el T & HoT Yol F HoT F AFL Fo W AR 37 I T &, Fheg
HOT f 9% Jig & fafader Sifew & fg @ 8§ 37 &1 TR 7pd fFRar
M & | 38U v FFweh & fav dqfad ar sefgelad Yol S &1 e
HEAT I F G § | 3G Yol Wael 1 gaAd Fueh &y & fav &
gs IRl & frar omar & | @F @y & wga oo e A
frafafaa o srear Rvant @ o care 7 I@ar S ¢ -
erar (Simplicity) - FF9sir #T IS ST IREH H [Segpel T ge a1y |
30H 6 gR T SAfCerdl F8r glell AR 3eadr #fasT H Yol T cgawn
267



FET HfSA g ST § | AT HT ATy Ig & 6 IR # 7 F 7 IR
T gidsfdal ¥ o7 HAg THAT ST | YRFH H had R0 & & (FAAT g
gaifteR) fetasr frar Sar aifge. aor wor-gat &1 feiaAa a1 & foear S
IRT |

. draefierar (Elasticity) - ot @X@ar & gdicd o glar o 3maeas g, arfe
38 gRafdd aRfEAfaal & 3reghel 9T o7 @& | @Y ear H, g E=er
UHT glell =Ifgu b cgadr faedR & §HAI 3TaRTeh Yoil ol $HA A fohar
ST E@F dUT SITHT EHdeT & FAY AT EIAHdT FHH gl W 3T °e—-AT 1
g |

. FgAaA et @t (Minimum Cost of Capital) - 9ET @rerd & dead
FOTAT W T I arel A1e, TACT TG AOAW 30 | &I JeT arer
ararer, gfasfaar & AT wer fr amEa SR AT FERE, gora,
92T, e, ows I & | ey gl aimen & Rffe fdfadt @ o
et # FiFAfAdT e @R Sad el i @7 dNT F7 § FA 8

. gI&T (Safety) - T3fAd ol TX@em ag @t & O W Foael & e A
ITargdel #1 e H@TEe W SISy A€ 9Sar § | 3 HKON & 39T 34
AT a& fhar S SEd TR g3t &1 @ar a1 fGarfer g Sier i i@
o &1 | FFUEN F U 39S S¥cal F IIART FA b TIU qATCT &THAT
gleTl 3T & |

. quF 39T (Full Utilisation) - 4o @@ # fafées Sar & giod q@ir &r
AT & YR 3@ YRR @ FAT ST 9Rv o9y §Er A7 F ar 3eu-
golietor g @em o & 3y gehewor & | o9 wEr F 3Ra geieor g §
a9 WENT & U Sl WA IFR A 95 @ aAT 3H 7T 3UAA v @
|

. Af¥saA AgFor (Maximum Control) - THATITAT Th HFdel] R AT
3erenRAt 1 € fAg=eT giar § foheg I8 dfUeR ARy aRfeufaet & sifeaAe
3rEeRAT Ud HOOTEIRAT H AdeT H AVPR o7 A gTAART & ThaTl &
| 3 Yo o # VT HIg IRAdeT Al AT dMgU [Tad FFdell Hl JaotT
Tg fAF0T FAAT IAUIRAT & gAT F e I | AT Y §FHE § Seth
31T QI AT ROT Yol &l 3791 S & |

. yfwaa vfd @ 3w (Maximum Earning of Share) - &&dsit #r dair
TITAT W @ TIfRT fOEd gaar siet & ufa i fteaw 3y e T,
Fifeh AT AURT & FFTell & dEdfdeh T@AT gid & JdT d & aredfae
@A &I I8 XA & | Tg d9f & Fohar g. & T&m & AafdAd wa
frerfa 3ma g @ W | IeI FEAT Y W TSR AT TG 3T
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& dedl W AR H §, T o srefsporad ol @0ae g &F onld W
9ol 9o ek 9fl 372 3 &l SIS TheTl © |

Fgada @A (Minimum Risk) - &9l & <Iq@qg H e IHR H
SRR g1 § S b iy A, aerdr 7 aRads, Jqeat 7 aRade, sare e’
# aRads, caraa¥e ufaeadt, s afdd # g 3nfe & ged-gedr & @
| 9o gig &1 fAUReT 30 yoR R ST a1fee, e ST 9T & o
A TS |

duifas fAgat & R (Commensurate to Legal Rules) - 9@ &2r
& g AOATH v 3wy dufas AuAT canT caraEi¥e TEAnE A Il
AT 7 [Affest g i gfdefadt & 3equrd & Ty # g 89 Sa @
| %Rd # vfafa va R_fAAT S5 (SEDI) @Rt %01 ¥ACT 3=urid (Debt -
Equity Ratio) & TFeY #H 30T @gd @ 7 § | Safod Ig 3TaTs
¢ [ 4o SyTer dufas ud 3 Agansit & g & |

12.6

HIFoAdH Yoll Tl Uk fRAYH/FHTAT g1 (Optimum
Capital Structure is a Myth)!

Velfeds TR F & ofqeldd Yol Tl H I1d X THhd &, [hed TIER
H T qol T #1 AATT sgd HfST § | Ig UF HUET oreg § N TT U
FFOA A G FF TAT TH AT F gEk AT # aRafda gar war ¥
HJRedH Gl WA Ueh Vgifedes TURT § ST 3l geahl & Jafad gl
¥ fheg ¥ g TS gl qf & fRAr o gar § e e ¥ | g
geohl I foar ST arem $R 8 veh aRTeufd & @l aRPufa &, v ool
Y gl FEw F qUT TH WF A g TUE W gRafdd g ar @ar & |
safaw @t geumst & fav |t gadl # A ggedd a1 QT o EEer
TE & TR § | g R o v dEm A wafcaw TR A F 39 TR
¥ IS5 Yoll EITAT T TAATT &l TIige o -
(i) 9T hr AT R ~AdH gl |
(i) gfa 3T 3@ (EPS) 3if0& g 3wryar gfd 3y 3o & &er 3
TERAT g1¥ TN o =geTdA & | 3§ EBIT - EPS fazaiwor sff &gd § |
3Iergor (lllustration) : 1
dRer fafAes &7 gged 3ier gSh 2,00,000 T § ST 10 ¥ AT & AT
M H Aed § | F996 Th [(AEdR & W fGar & @ g, oad
1,00,000 &I H AAATT HGTH § | Fedar Jaeel 39 AR HT cgaedqT &
foT e AFedl W AR R W@ g -
(i) 12% =OT-93T &1 FA Hod W @A |
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(ii) 10 % 10,000 YaTfOerR 37eT Ycdeh & Hfehd Hed 10 T &1 fAdTAT |
(iii) 10,000 EHAT 3R FAH IAF F1 3ifhd HeT 10 T §, F AdTHT |
FFISAT P IIAT AT SIS 94T & 99 80,000 T § | [ &y & &
50% g | 39 3WIed faca wifca &r _fear & ufa 3ier 3 ar 3w (EPS)
W AT §d1ST, Ig ATd U o -

(31) a1 § A qg 3T (EBIT) fOFdR #FA & a1g Y R |l § aor
(8) =I5 @ I} 99 31 (EBIT) 20,000 T & §¢ AT § |

Neeraj Ltd. has a paid up share capital of Rs. 2,00,00 dividend
into equity shares of Rs. 10 each .lt has an expansion programme
requiring an investment of another Rs. 1,00,000 . The
management is considering the following alternatives for raising
this amount:

(i) Issue of 12 % Debentures of Rs. 1,00,000

(ii) Issue of 10 % 10,000 Preference Shares of Rs. 10 each.

(iii) Issue of 10,000 Equity Shares of Rs, 10 each

The company’s earnings before interest and tax (EBIT) are RS.
80,000 per annum. Corporate tax rate is 50 % you are required to
calculate the effect of each of the above modes of financing on
the earnings Per Share (EPS) presuming:

(a) EBIT continues to be the same even after expansion

(b) EBIT increase by Rs. 20,000

gd (Solution) :
(@) When EBIT is Rs. 80,000 p.a.
Present and Projected EPS
Particulars Present Capital | Proposed Capital Structure
Structure All
Equity (i) (i) (iii)
(Equity+ | (Equity+ | (All Equity)
Debt) Pref.)
Rs. Rs. Rs. Rs.
EBIT 80,000 80,000 80,000 80,000
Less: Interest 12,000
EBT 80,000 68,000 80,000 80,000
Less: Tax @ 50% 40,000 34,000 40,000 40,000
EAT 40,000 34,000 40,000 40,000
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Less: Preference Share Dividend. 10,000
Profit for Equity Shareholders (A) 40,000 34,000 30,000 40,000
No. of Equity Share (B) 20,000 20,000 20,000 30,000
EPS Rs. (A+B) 2 1.7 1.5 1.33
Dilution against intial
EPS of Rs. 2 () 0.3 () 0.5 () 0.67
(b) When EBIT is Rs. 1, 00,000 p.a.
Present and Projected EPS
Particulars Present Capital Proposed Capital Structure
Structure All
Equity (i) (i) (iii)
(Equity+ | (Equity+ | (All Equity)
Debt) Pref.)
Rs. Rs. Rs. Rs.
EBIT 80,000 | 1,00,000 | 1,00,000 1,00,000
Less: Interest 12,000
EBT 80,000 88,000 | 1,00,000 1,00,000
Less: Tax @ 50% 40,000 44,000 50,000 50,000
EAT 40,000 44,000 50,000 50,000
Less: Preference Share Dividend. 10,000
Profit for Equity Shareholders (A) 40,000 44,000 40,000 50,000
No. of Equity Share (B) 20,000 20,000 20,000 30,000
EPS Rs. (A+B) 2.00 2.20 2.00 1.67
Dilution against intial
EPS of Rs. 2 (+) 0.2 - (-) 0.33
feoqoft - gdeeT EPS 2.00 9 §, S %UT garT R{EaR & v @ WA

FoY 2.20 @ I &

| 31d; I8 ey gafcad & |

12.7 4ot I & A ar Ao (Planning  or

Decision of Capital Structure)

ot TREe F W & TR qoh & @edy R oot § | sEE wey &
R T vy ger i fdwela Bedr geedr A gerad a8 | 3
HEIT & Yool & AHS Ig TATAT Gl ¢ o TEAT AT TR GGl &1 geer
TR @ ot (Fixed Cost Capital) & fRam S 3raar IRadeTeiiel dmeTd
gsit (Variable Cost Capital) & frar & | a8 v oa @&y AeAfaf@d

YR dedl W 81 faur foham S anfigw
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12.7.1 §#aT W SAMR (Trading on Equity)
S fdT cTraaTdss FEAT H FAAT 37T Yol & SOl RKOT Yol & IR T
SIGET H HdTeled fhdT STar g df 38 §HAGT W ¥R (Trading on
Equity) & 1H ¥ ST AT § | Fol Yolaor F FKOT Yol HT 3791 Hew
TG AT 32T W IeA1T &3 &l Fe/-T ST Fhl ¢ |
AFTATH & AR - " Sd IS gikdd IT F9H T it & AT K0T G
a3 [AIfAT SR #T Ao AT g, df 38 TAAT W AR SEd
gl
AT T A F FGAR - " 5 F el geew & o wml arera
TR KT HIST BT GAT HAT FAAT R SATIR Fgelell & |
HAGT W SUR & 3l dccdiF 3ol (Favourable  Financial
Leverage) T &gl STaT § | :OT Yol $T 0T H FOTIEl, Sraddhrele o,
SIosT AT ATAT 37T Goll &1 37T TS derd arell goft @ enfaer foRar
ST & | AT W AR T Afd A Jofl 39 JA1dr g STafh Jeetienl
HOT Yoll W g 1o dTel sdTal T 3798 31t 3T Aold aXa & a1,
T T ERRAT 9 ARG F1 99 g7 | §AAT W ARl AT 39eeT
W HF HT arer aut # 9fd 37" 31T g¢ SN FafE FA 3T arer a6t F
HH g SN, Hd: Ig Fal A Fhdl ¢ [h AT W AUR A Afd T FHdel
AT A gfig Y § Rl g1fad # off gfig aar & | 38 §9Y H IRcaAddr o
8reh & el & & "HAAT W ANR &I W T, [ERar va AREdan @
RT3 & Sur g3 g |
FAGT W AR & &R (Types of Trading on Equity) -
FHAAT W SATIR & JhR T & Tohall &-

1. 3e9 ®AGT W MR (Trading on Thin Equity) - S @41 & Fol
GoleRtoT #H 3G T AT HOT Yot T Y& A gldr & ar 39 yfa &ar
3T AT W SAIR Fgd § |

2. 3=9 §AGT W &NR (Trading on Thick Equity) - S @81 & o
GSieRoT F 37rYEl I AET HKOT ol 6 3reat 3ifde gy ¢ o sa ufa &
3T HAAT W <I9R Fgd o |
AT W AR Aifd & 3827 (Objects of Trading on Equity) -

AT W AR Afd Reafai@d 38237 & 9ied it & oT 3918 Sy § -

1. faedw |m@r W @A"Eer (Control on Financial Resources) - TAdT W
SR AT &1 94T 38T e drest o @3 d & giar 8, 3a: ger
CaNT #gaH T Yoll & HgR AfWFRIH KT o oo 319e faedr arest
X T g ae &1 9 Rar Siar g
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2. WHAT W W AT T AR & H Y (Increase in Earning per share

and Dividend) - 0T W AT & HIAH & & &g AY ol T W
FAAT URAT & HOHER gar § | §AGT W AR FHr Bufd, J -gHAar
3Rl A e A g § Ha: 9fd 3 3T Td i X H gfg e @
357 off urea foRaT T FehaT § |

. Ade Afdd # Ffega F@T (Centralisation of Voting Power) - @HdT
gl T AT A gl & Jade YT cIIAT FEIIF TATT Goil ¥q3 3r2@r
I A & UH ol g A A #R Ade afFd qur cgaag #i
fAg=or 3= gt # @ Fhd € |

3e18Ior (ILLUSTRATION) : 2

Aifgar faffies @ gef gair 10,00,000 &. &, fo@#d ¥ 5,00,000 oM@ &. 100
®. drel 5,000 AT 3T A fasred § 9Ur A9 5,00,000 & & 10 % HOIF
g | Ifg 3T Hr e 50 % g df FFYAT @RI AIAS I TAAT T SATIAR
Fr oAifa Fr gHeT AT | Ig A9 Mo F Ooe 5 avf # wger &
fafader W sarer g & ¥ 9@ 3™ wAT: 1,00,000 1,50,000 2,00,000
50,000 Tg 45,000 & ¢ |

Mohita Ltd. has a total invested Capital of Rs. 10 lakh out of this
Rs, 5,00,000 has been raised through equity Shares and
remaining Rs. 5,00,000 through 10 % debentures .

In last 5 year it has earned profit before interest and tax Rs.
1,00,000 Rs. 1,50,000 Rs. 2,00,000 Rs. 50,000 and Rs 45,000
respectively. The rate of Income tax is50 % Comment on the
earnings to equity shareholders.

gd (Solution) -
Computation of Earning Per Share
Particulars | Year Il Year Il Year IV Year V Year
Rs. Rs. Rs. Rs. Rs.

Earnings before interest & tax (EBIT) 1,00,000 1,50,000 200000 50,000 45,000
Less: Interest on Debenture @ 10 % 50,000 50,000 50,000 50,000 50,000
Profit Before Tax (PBT) 50,000 1,00,000 | 1,50,000 (-)5,000
Less: Income Tax 50% 25,000 50,000 75,000

Profit available for Equity shareholder (a) 25,000 50,000 75,000 (-)5,000
No. of Equity Shares (b) 5,000 5000 5,000 5,000 5,000
Earning Per Share (a) = (b) 5 10 15 () (1.0

feoqufY:

3WIFd difelel F @S T AT 81T & 5 gl died aut H FFuer fir 3T
ool W FATT W AR &1 Nfad & FROT JAAT el fr 37 7 3rca®s
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g g5 & FIIfF HOT GO W AT (10%) H &I X § | I 31T 3708 Hr
aRfeufaat gfage e & 3r7q 9 af wF & omer fReR 50000 3 F
SITaT § & I8 FAET ot HoraAunRAt S gar fGar = qur waar sierenfat
& fov 3o off FE Jaar § | of9d a¥ FFRE @ (@ O AN @) Fad
45,000 TG & ATH 9Ied @ g, S HO-TAT W T 50000 T & AT &
faw off wica €t & | 3@ dfad a¥ &Fael & 5000 ¥ # oEif gS S
AT ITAIRAT T &7 dgeT P&l gl | 31d: Ig Fal ol Fohdl ¢ [ Il
FFOEA I T FH AR HTERAT &1 dl FAAT W AR H1 AT wedeit & fow
3fefel el gl § |

31T (ILLUSTRATION) : 3

ar FEA R dor P § | alel d@EAmEh A 9% F geheor 500,000 F. g
arr & FEITY SUISF Ud A F 99 1,00,000 ¥ AIT AT & | FEIT R A
AT FFET gl GHAT 3T & GaRT gred @ g Sfefe HEm P A 2,00,000
¥ HAAT 3T garT, 1,00,000 & 10%' *®OT93T garT ddr 2, 00,000 & 8%
AT 31T GaRT gred & § | F FH & 50 %A -

HEIT R dUT P EaRT AYATS 91§ HAQT W SIAGAR HT Afd - Foam Hifad |

There are two firms R and P. Both the firms have capitalization of
Rs. 5,00,000 each. Both the firms earn Rs. 1,00,000 each before
interest and Rs. 2,00,000 through equity shares, Rs. 1,00,000
through 10% Debentures and Rs. 2,00,000 through 8% preference
share. Assume tax rate at 50%.

Comment on the policy of trading on equity followed by Firm, R

and P.
gd (Solution) :
Computation of Earning Per Share

Firm R Firm P
Rs. Rs.
Earnings before interest and tax 1,00,000 1,00,000
Less: Interest on Debentures - 10,000
Profit before tax 1,00,000 90,000
Less: income Tax (50% assumed) 50,000 45,000
Profit after tax 50,000 45,000
Less: Dividend on Preference Share - 16,000
Earnings available to Equity Shareholder (a) 50,000 29,000
Equity share Capital (b) 5,00,000 2,00,000
Earnings on Equity Share Capital (%) (@) + (b) x 100 10 14.5
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|HYET :
BH P & §AAT W SR &I Afd &1 3geRor f6ar § f5de HRoT I AT
TR &1 AT & de A Thel §S & | B P H FHAT 3 W AT &Y
&X 14.5% ¢ STafd FAGT gol arel B R & I8 X 10% & & |
AT W AR H1 deeddr faeg (Point of Indifference)
IWFd Goaa ¥ Ta5e § fF I9 & FFaelr & 39 [t © Fxor 96
T oETd ¥ WS I e gl § af AT W AR @ Alfd gaRkT FHdAT
e dr gfad 37er 3mT A 3WF FAT FFHT @AT & | A WA Tg 35T
¢ T geeu # fhcdell AT T ROT 9Icd LT MU | SHHAT 3cadl F8T
e § | ifaRea ®mor G & g @S9 ae sifaRed sma & Amr
ARS8 a9 dF KOT Yol 1 AT AT AT | STef IfARFT amra aar
faRed 3T sweR gl a8 ®or golt fr sifedd @ geft | 38 TR W)
gfa 3ier 31eie (EPS) HAE gl ag o1 -gAdT fAsor ar fAen o o & |
$H ST 9T X qd 3 (EBIT)H dcey g a1 3erdieAdr foeg (Point of
Indifference) &g & | I8 8 foeg giar & fow W RfFAfSa G @ g
& RUT Yoll W IS &I & &R gl & | I Fowe H Afeafaa ger )
FFEATIAT T S0 deEy fdeg & TR & AfUS g ar Fewel & HO-IH 4
qol Sfer @iiee | saeh AWl afe wrenfad 3T 56 fAeg & A g &
TFATGAT § df FAAT 3 Gl HT HAT el 3w amorse grem, arfe 9fd
3 3 (EPS) 3fR% g ¥ | derydr foeg favewor & e & fav
3UgEFd AT Fafedd Yol-EaeT & fAuRer fhar S @&ar & | 39 foeg @1
0T et eI g ganT 7 o Fehdl &
(X-1,)(1-T)-PD _(X-1,)(1-T)- PD

S, - S,

Point of Indifference=

v

e
X = EBIT & deeuar fwg |
I, = UUH fdhcd & AR Tl & a1 Ui |
l, = G fdheT & 3IHR ATl & AT AR |
PD = YAIMO&R 300 W Teme |

S = 9UA f3FheT & IFAR FAAT AT AT TTAT AT FACT 30T YA
S, = gfad¥ fAeeT & @R AT IRM AT TEIT AT FAAT 30T
gair |

38T (ILLUSTRATION) : 4
AT s #1 e oA & AT 45 J@ AT T FETHAT § | FEgeT
F g Aeafaf@d g RAeea 3gasy § -
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() 100 &. arer 45,000 AT 372l & GaRT (FAHT W fF0dw); o

(i) 100 ¥. arer 15,000 HAAT 3721, 100 ¥ arel 15,000 10 gfderd Horad
dar 100 &. drer 15,000, 12 gfderd qaifieT 372 & ganr | g §r
& 40 9fderd AT §T FHFTell I FX TG AT § G 30T H dJceddr
fdeq #a SIfaT |

Neha Ltd < is planning an expansion programme which will require

Rs.45 Lakh and can be funded through the following options

(a) Issue 45,000 equity shares Rs, 100 each at par.

(b) Issue 15,000 equity shares of 100 each 15,000 Debentures of
100 each at 10 % interest per annum and 150000, Preference
shares of 100 each with 12 % Dividend.

Calculate the point indifference for the project, assuming tax rate

at 40 %

gd (Solution) :

(X—O) (1—0.4) -0

(X -1,50,000)(1-04)~1,80,000)

45,000 15,000
- 0.6 X - (0.6 X~ 90,000) - 1,80,000
45,000 15,000
= 0.6 X = (0.6 X - 2,70,000)
3 1
= 06X = 1.8 X - 8,10,000
= -12 X = -8,10,000
X = 6,75,000 ¥.

EBIT & 6, 75,000 ¥ & TR W gl deeal # 9fd 377 3T (EPS) IA

graft, Srarfe e arfeer & Tose §-
(i) g R@eed & (i) gfasfa Hsor w

SIS Td X 99 3 (EBIT) 6,75,000 6,75,000
gergd - 10 gfaRrd ®OM9Er W s - 1,50,000
T ¥ qd o (PBT) 6,75,000 5,25,000
ey - 40 gfaerd 3w 2,70,000 2,10,000
F geard aeT (PBT) 4,05,000 3,15,000
Tgersy - 12 gfaerd q@ifteR 37er amsrer - 1,80,000
AT 3Rt & fow &t (a) 4,05,000 1,35,000
AT 3 & F@Er (b) 45,000 15,000
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gfe 312 31T (EPS = a+h) 9 9
fasey - agr _dfAes & Fanfag 3y 3l 6,75,000 & 30w & aF Fraar
T FOTTA AT qERER sl ¥ Sl e e g Weg sEd &
AT AT g IR FAAT 3T F g @ 3T W | deryar faeg
(6,75,000 3M¥) WX Yoir $Hr cgaedr fhdl 81 HOT FAAT Hqad H H I3,
AT 3Rl $r geard X R | & |

FAGT W R A TA™ (Limitations of Trading on Equity)

. 3 FfAfRaaar wd 3fPRET (Uncertainty and Instability of
Earnings) - I8 Sid 347 AT TGOS &l Ahdl ¢ oldich cIadrd &l 3T
fReR, fad v R & | 3fg g & 39 & @fadar o g ar &y
a§ oM ST IATCd & o Mor-uAeIRAT F I o gFEr HfoA g ar o
ufa 7 Tear 1 3nF dFe 1 AHAT AT 95 Tohal § | AT 37 e
T HAITAT T drell AT GaRT HAAT W AR LAl Hcded SHEH T
heH Blam |

. fagshieRor (Over - Capitalisation) - w& faerfad AT & 9Rard ®oT &
AR SR FATld T 3HHFAT g Sfdr ¢ il g sarer T &
FRUT SJAT & AR a1 §¢ ofial ¢ fob T&ar &7 fadeiexor $r RBafa 3w
STl § | 3R U F HIAAT F HROT IR U S FA fEAT ST @
e it & Foat & FRae 3w o & |

. yausl &1 Tfedor (Attitude of Management) - Fsf-aslr FEar &
e R gaelt 3T g1 § & 98 ®ur-uy AAfAd e g7 Jer Fadr
€ | TE FoOT GGl 3w olt, @ 39T fAdemlr o gl &, o R s
JeeUd qIT 3 i BT TATA Fel & FAAT I Tohell © |qfoh Teetieh JoT HT
Tiseenior T R # §HAT W SAUR & faudid giar & a1 9 HOT HardreT
G erdlt ¥ HEAd g, IT I FAAT Tl & ar@ Fdr 1@ aed &
| 3AfAIT 37 GaRT AT UIed = & e THST 1T ¢ |

. JcdllcaR 3t sur & W ®mour A wifta (Obtaining Loans at
Successively Higher Rates) - 9I¥: Ig ¢&@T SIdr § o HOIT 9 ¢ sI&T
X # Ycdd IeqAdt RUT & AT g gl S § | $HHT HROT Tg ¢ fob v
HOT & 916 GET ®KUT & W RGBT H Nf@A §¢ Il g F=iflF q@
FUTGIAT3T T FFUT I TFfed W ATPA AGUNTISR (Prior Lien) gar g |
S e SRUT a1 & RHOUEEST H FATT &1 Jolell H TgT & RO Hr
ufd 3caa gt § | 3 91 arel RUGIant ¥ HOT 9o &kl & v 3o¢
A& AT &T &M ITHYOT ST ISl &, [ ol & FHAAT IRt &
SATHTT HT T FI TCTAT U5 ToheTT & |
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5.

dunfas aur wlgs=w ®fsasar (Legal and Contractual Difficulties) -
FFIEAT o AT AT T IedlergAT garr uiRa @i ar o # vafad
Flell & HROT ¥ T AT ¥ 3RS RKOT-YSI 761 9o T ST Fehll & 34Tl
FHAT U AR &M oIl 18T 3017 ST Thall & |

12.7.2 Yol gfedeor (Capital Gearing)

(i)

Ueh SAEHTA FEAT & Yol HEr Fael AT ofd @77 el afedsior &1
i TRV Agea § | 4ol afeaaior &I 0T U AT & §9 H A S ¢
g IeqATd WA 37" Yot (Ordinary Share Capital) d2r R @mTd arelr
Yot 3rafe qeifrer sier G5, HOT-ux 3rar STl HOT & Heg FU A
qFT FAT § | 3 Yoil 3carele (Capital Leverage) & aTd & & em
ST & |
. 9F F AR, "GAAT AT F @SR 32T o TT T Yolt § FFeeH Fl
Yol Efedeior &gd & |
§3d TF gES F MR, Yol Gledawur ereg @ AT fREr Feweh f
HIUROT 397 Yot Ta TR sareT arell ideqfordl & HET 3e[rd &l JeRid el
& fou fRar srar & 1"
Variablecostbearing capital
Fixed cost bearing capital

3 Equity Share Capital + Re serve and Surplus

~ Preference Share Capital + Debentures and Long term Loan
Sl efedsior & 9sR (Kinds of Capital Gearing) - Ysit gfedewor o
YR & BT & - (i) 3T Gleda’or a2 (i) et gfedamor |
39 gledator (High Gearing) - 39 ey G8T & $o qolt # FFAT 3
Yol 377 R sars arelr ufaefat i gerem F & B & A 59 3T@
el Fgd § | 3TT Gledaiur & Uiy & gfed e FA @ar ¥ |
30T & faT U GE®r H Fol ot 400000 ¥ § EH @HAAT 30
1,00,000 &, gaifereR 3fer 1,00,000 & @ HOL-99 2,00,000 & & ar
TgT Gled Heqard 1,00,000 : 3,00,000 AT 13 F R | I§ 3T
gleaeor i fRufa g

Gearing Ratio =

(i) 1 gfeaaor (Low Gearing) - S§ AT 37T Goit Tt aeTa afasgfaar

& golel A 3T gt & dF 38 faesT gfeaetor @er arar § | e gfedentor
a1 FEafa & gfed 3eqard 3 giar & | 3ameer & fad fedr @er A
FYROT 37 ot 3,00,000 ¥ AT @R 31 goff 50,000 & d2r
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HOT-99 50,000 T & § o Ig o1 gfeamor fr Rufa § aar I8 gfed
3=t 3,00,000: 1,00,000 3=iq 3: 1 & g9 |
gt gfeasor #1 #Aged (Importance of Capital Gearing) - T& dedfad
Ug GART G afedaor 3uFA & Feud Taree J 3cafts weras Rg g
€ | 3UFA FH IS WA ¥ FFIE 87 & HROT 3 Yoil & I[ONHS Tge]
T AT § | 38 N R @l gart yod G & 3Ra e
Ui forar STar & aur g g9 @ if¥FaR 3T R FT uIm fRar
ST §@&hdl & | I8 Fegiad fAs0r fafadiedisit worerdamsi, aur 39wA & v
ATHEIF BT § | Yol gfedaur &1 Jofem frell argeT & R & T 37 Fact
¥ | 5" R AR 1 afd W Ao = & v sRa R & g
HEeTH g, S I YR FEAT H ey Fufd geo @a & v geh &
3fad gfedeor 3aeds & |
(a) T IR ad & IRFEH H et fRR ) are fhar Srar § 3k o S
aresT Fr a1fT Fedr §, 3TT TR & YT R I §, 38T YR STaarT
& URMENS avl &, JefF 3y &1 yARgadr g &, o & g
AT U G ¥ AT SR T, aIf cugEry W TS ewRid @
IAETS AR o 93 | R O o gaa fAear ug werfa & 3R
3T g ve, AT 3 AT g o6, Iolt SFeedr 3maRaehdit @
ofd TUS AW arel Goit & i S Ty § |
(b) 4ot Efedeor & YT e UF G Jaetidh MR Il & A
gfdefaal # @g & FFAEAT FH HF 3uHA f [y afa @ gee
FATT TG THhT § |
() TaarRY & T oo & §AF 38 IR § O 96R &R aed &
foT gerar (Slope) 5% | [ YR Tl dlell 86 W FR ATl
(driver) TS 9giel & MY doll ¥ QI Tehdl g, O 3dT YR doil
FIeT H gaart 3o Yot AaRer a1 gfedentor &1 s & et
T gcarT (return) H gig I Tl & | $H Hd H HO-IFT W AT
g EeR 3R R AT 7 & geard 8 3T 3R @ & FRoT
AT MH AY IZ AT §, Fifk 3 gfaefadl W I &) -
PaRa g & | 5@ TBR AV o W gHar ierenia @ 3ReR
g A SR Iolt W I &X &R FT a1fd & R ot ¥ 5 e 2l
(i) =TgErRY & AU #Fe HT T Jolell HR dTeleh & T T@s & & ST
ol & | 58 9 &R a7ds 1 Tes § FR & @ed R & s1a
FT - TS FT AEAT dT HEAT 8T &, 3od PR g 318« afa
30 @R H 3 Thdl g | 38T YhR Jaardr & ff Al drer
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12.7.3

fArsr o Al 3ratq aRaderehe amera arel & (FHar 37er gai)
T 3R GINT AT ART FifHR 37 FIoT & AT F TpdaT gl &,
o cgaa $r 3 TRAT § | 39 YRR g9 gei Hr Iafd &
FJAR Gt Frafar sgera @ arfee, cameeaaary &1 dsit A1 Aear
& SIChl A TR ST Hoh UG SJGHII 1 Fholaqdeh Tollal ST Feh |
geit &Y @meTa (Cost of Capital)
AT el H Yoll 1 39T A & deel W1 gl fAfdisrent @l gapmn
AT HeT & Yol T ARIT Fgalal ¢ | dohsiiehl Tfeaior & et Fr aerd a8
FAdH YO X g S B U B & 39S _AfAdere # @gse el qur
A S6IR Hed &l FId W AT 58A| g el & fov fafaaem o ey
ST el TRT | ol EXT=T 1 AEUROT et AT
faffesr gfaesfadt @ va valEa s awg ol &1 o &1 o &1 & I@elr
HEeTS § | o9 faAReFd G &1 TPTEaT e @ O 39 HY ¥§ gAE
v &7 & 3uRyd g & & faRea G v aa @ ueg & o |
afE v § AHUE e ¥ 4ol ued e § ar [affed @ @ afEesor
(Mix) FAT 8T ? 3Fd FAEAAT & AU & o Qe awst & 46
See 7 Jeaffed @A, 3 dur Ageor g acdl &t eae 7§ @ &
Y Sl T drerd A AT §F F €T H I@N AT g, Fifh Goir e
T SITHTT I o Holel lferd IR WYT TG ISl & | A facda gaesr &r
fRdr off fafadier gxarg & 3 AT FEER a1 g, Jdfh 38 9&dd
T FHET I ST, Yol I aerd & 3HUF g1 | BA & Jaatl Hl 3fefgoldH
qol eid @ AT R JHT Yol T AR I gedH adT BH & H{ed Bl
HARAH A FT G AT AMGT | Yot AT oWTd & IR A farqgd fadaer
379Tel SIS A fRAT AT § |

12.8

TRTA

S WA T SAEdAs ST A ey Aot § s 3eadid qelt &
faffieet al & &g 39 IR AT TG fohdm S1ar § &6 =gedad amerd
W HhAH T &Y e gl & AT FEAT HT [dcdi TaRThdisi o @
frar o @ | qEl AT 1 HET A AT FhedT Ud ey gEedr W
T TG USdT & | 39 TG &I 3edd edRe J e ded AT XA &
ST €A1 SIad Jeaets Fr 1@ BT § |

gl T #r (Al TRl oetd ot @ aRadeelien antd gei & AT
e fReiRa X, B Sar & | 38 89 §HaT W AR, 4o ST @
gl @ oRld ) R X o forr Srar § |
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12.9 UsaIdolr

ot @GAT - B I TR e SIavdT S AITAT FHAT 320, qafeeaR
37l AT Ereehrele HOT gaRT ederd gl & |

QENRor - Goft T For AT B AUTRT AT Follor Fgelrerm § |

FFafed WXGAT - IIAT T FATT FFafeadr & AT |

faedr ax== - geafeadl 1 gawr g <Faary # WA Y I SreeRrens
Td o] arfdcdl 1 AT |

FqRead et HIEa - T gfaefa fAsor o ger i oeh @ sad dmerd
T I dUT Ui 37T 3T T IRARTH AT & |

ROT AT FT dHIdl fdeg - a8 foeg o9 W (At ge & g &g,
HOT Yol W ST <I1a1 & & s’ gl & | 39 foeg W ufd 3721 3ot §AT
grell =g HOT FAT fASOT T o @Y |

AT W RNUR - FoI YoloT F K0T Yall & 3eud 31fe @ qAT
3T W I3 & H g T HI A FAAT W SAAR Fgelrel & |

Yol afeaaor - gRadeier aeTd doit dur R orerd arelr St & 3rgard
golr efedeor sga § |

qalt At A - o & 9T & AT dger RBAr S arer Hpa qeit i A
FEA g, A FFel HI 39 AR W Sgdarw §9 F 3G HoT FET
T dlfeh SHedeil & 3RAT & SR Hod Sl Tl @M S Heh |

12.10 EEUYIY YR6T

1. 9ot OX=el & 39l & 3T g, ey vd wrufed @X@emsit @ sae
ReeTdr aarsd |
What do you understand by capital structure? Give it difference
from financial and Assets Structure

2. Yol TTAT & YR FAT dlcad g2 Th HFdell HI Yol TG dl JHTIAT
e Tl deal I SATEAT HfSTT?
What do you mean by Capital Structure? Discuss the factors
influencing the capital structure of a company

3. G Yolt Tl § AT dicad § ? UFh Hedell Sl 3G Yol FXTar &l
fraRoT = TAT fha-fve gt X AR fRar S anfge?
What is Optimum Capital Structure? What factors should be born
in mind in deciding an optimum capital structure

4, AT W AUR & Bged A FASBIA? Jaed & T sqA 39T r
guia fIfST 3R sHdr AT )W garr e |
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Explain the principle of ‘Trading on equity ‘Discuss its utility to
management and point out its limitations.
. "3TeTReIdH Yoll AT HT 32T ITUhAHA T I ISl Agl, UG HiehaH
TS T 315l BIT 8§, foheq T8 Aded Fevetr § " fad=eT HIfe |
“Optimum capital structure aims maximization rather than wealth
maximization, but it is a mythical proposition. “Discuss
. Yo Sfedeiur ¥ 319 FIT GHST 87 doil aUT HAT 7 3af 7 wh Sl
R Ry o s+ a1 afeapd Golt Foat & wemat &1 Rdeer Hfw)
What do you understand by capital gearing? Discuss the impact of
capital gearing on the financial position of company during boom
depression period

. e W oot @R

Write Short notes on the following:

(i) 3efgerdd goir Ea=Optimum Capital Structure)

(ii) 9ot gfeasior (Capital Gearing)

(i) §AAT W eg9R (Trading on Equity)

. X'dar 'Y ar g € | Al HEITHT @ geleer 5, 00,000 . § 3R gt
ST 7 A ¥ 9§ 1,00,000 ® FACH § | TE X FEAT N oA GFph g
100 &. aTel AT 30T & ®T H gred & g, Y €A1 o 1,00,000 ¥ 100 &
grel FAT AT F, 2, 00, 000 ¥ 10% =or-9ar ¥ T 99 2, 00,000 &.
80% YA 37T & 9ied &r g | X TN Y GaRT 39 I8 AT W
SR $r AT T FAHTRT HIFT | T & &7 30%, A |

There are two firms X and Y both the firms have capitalization of
Rs. 5, 00,000 each and both earn Rs. 1, 00,000 each before
interest and tax. While firm X has obtained its whole -capital
through Rs. 100 equity shares. Firm Y has obtained Rs, 1, 00,000
through Rs. 100 Equity Rs. Shares, Rs. 2, 00,000 through 10%
debenture and the balance Rs. 2, 00,000 through 8 % Preference
shares. Comment upon the policy of trading on equity followed by
the firm X and Y. Assume tax rate as 30%.

. WU FEel B AR te a5 9R&eer A 150 W@ w & gEl
fafeissr &7 3maeashdr § | 3Ef ®ol W aer &X 15 gfdrd aur W &
40 gfaerd ¢ | ¢ e 3ol garr 2:1 & HU-EAdT 3dd W&o
fe=ar arar &, ar aREsET & fav qeedr [Seg & o T |
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10.

A New project under consideration by your company requires a
capital investment of Rs. 150 Lakhs. Interest on term loan is 15 %
and tax rate is 40 % If the debt equity insisted by the financing
agencies is 2:1 Calculate point of indifference for the project

1 Siefadl, 2008 &I WeT fAfACS $Hr ol T g8 TR &Y -

The Capital structure of Parag Ltd. as on 1% January, 2008 was

under:

Equity Shares of Rs. 100 each 400000
8 % Pref. Shares Rs. 100 each 150000
6% Debentures of Rs, 100 each 150000
Reserves 100000

TS W 9T & 10 % § | FF9ell H GFdR F8%A §g 2,00,000 & Hr
HEThT § | ¥R &T 40 YR & | Heuell A faFdR Hrdshel gg oo
& T fam e feed 3uersy

(i) ¥ 100 arer 1, 600 FHAT 37AT H & 25 Ul 37T gedqtel W A,

(i) 100 3ifATeT 370 & freieeT

(iii) 8% FoTqar T AIHA |

it a1 fashed TIdss § 3R w2

The rate of return of capital is 10%. The company needs Rs.

200000 for expansion programme. The rate of corporate tax 40 %.

There are three alternatives available to the Company to finance

its expansion programme ,viz:

(i) Issue of 1600 equity shares of Rs. 100 each at a premium of
Rs 25.

(i) Issue of 10 % preference shares

(iii) Issue of 8 % Debentures.

Which alternative is the best and why?

12.11 H&H I
1. Pandey I.M : Management Accounting
2. AT, UH. 3R D IS TR
3. Saxena , Vashist : Cost and Management Accounting
4. Prasana Chandra :  Financial Management
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gols - 13 : Yoit &I oeTd (Cost of Capital)

SHIS T FTRAT -

13.1
13.2
13.3
13.4
13.5
13.6
13.7
13.8
13.9

32T

EATGAT

GoiT T meTd T 37 vg aRH
Goll I aeTa 1 faRiedane

ot i ATT i IFTURT H FAged
qolt T ameTd T gaffeRTor

Goil &I deTa &r IoTer

HRTLA

QregTael

13.10 TEIRE WA

1311

Hoedl Iy

13.1

387

$H AT HT UgeT & AT AT FAST I F -

GoiT ST ST I &1 7T §?

Uoll T ARTd TUROT & cAradTaed AU g &1 Agcd 8?2

FOT il T SETT Hel AT HT AT 872

HTEATT 3RyFAAT e Gel/afaanRa ot 1 aerd & e R geR Fr
K

Gl AR e e F= g @ v s Wi sugd Rt @
AT ST 82

13.2

YEATIAT

T SIaAIde ST ¢arT Yoot faffies Al Jom aaar ar f&Amer 37,
FOTTET, TIAUTRT 3ot ¥ UIed 7 57 bt & | Afeies g &1 [T
I AT Tg AT IS FLAT d@d ¢ b of hdel oIl Ol 3UsheA
grat A AT Wem, afed 3¢ 3hT ol @ 3 Aew o FuiRa § A
fAear W | 3umA o ol & Seol 3 & Hod H F AR gar § S
3% EaRT Yol W AT 0T &X & 31fs o g | fafeaer seae SR
A AT Tg @ oar § & aRAS=r § @ arel gEfad 3 A geIry
T Gl B I F R ;q HOF @ | s gER sfREd wt H
IAEAT A AT T§ GRARETT e giar § & ot & v w&td fr amra
I FH R | 8 YR W Tg Fel o Tl ¢ 6 (o & 361 Aneredt &
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TN A AT S HES @, fheg e ffeaor @ 3m, sif@s, s
e R H1 4T eIeT T@AT SR ¢ | S¥aeR H $© A & 9 $& q&
EId AT aXa 300 WA egeldd Td fFar arar § & 39 3itea
HYFd oIl Yol W TSI IeAT & & HH 8 | Ig Helel TANAT el o
forw oGt r amerd &1 Iega 3egae 3HaRTS ¢ |

13.3

Uoll &I oed & 7Y TI gRHATYT  (Meaning and
Definition of Cost of Capital)

qolt &I deTd & T FAgeaqul HaUROT §, e gaeT 3eie 37ef 7 fomar
ST &1 RAfAderdr & fSewior & I8 39 AN &1 [ERR § o ag ada e
YT A TIPT Feh AT &, RIFNT & geor uod FeT HI 5ToT IW@aT &
| 3UETRar 3T, B & TRCHIOT H Yol & AN 98 +gaH YA & &
St fafereransit & Hegse aa U 3YANTHAT 1 39 I H T @A
& for afadet w 3T e aiRe |

Goll &1 dETd &1 IGYUROT H TIC §F F FAS & [T Ig RIS ¢ 6
T T YT IRATET & 3T F | T 9T IRANT HEgEr §
TH. I MEA F IFAR- "GO FT A9 98 TAT & § o [F TH FEe
HYAT Hed §ad @ & v afaer w 3f5a w=e afke |

AT FoRT & AR - Yol I ATd IR Holell AT wgeldd TAT &
ar ot s Fr e X B I

gee, RfeTw aur aresaa - ' 50 (Gol H o) 30 R & T H IR
frar S Hear & S wied g TR (Net Proceeds) W 31aed & 3foia &r
T AR arfh & gl W areTd <3t it qfet v o Feh |

fAeed v WA - " §Sl fT a9 98 ~gaA YT X g €, O T
w R R_faer & axa 979 tF ad & T F @IS A § | "
Seeq off. dlafede & QAR ' 'UHh HEAT H JUHRAT Yol & anrd 5
AT aif¥es gfderd & §9 & <gad R Ardr § | 8 §9 # 98 9IT
X § S 3@ B A gEafcadt & _fEe & it wiia &= F v
Ffota el anfgdr |

fsey & & 7 Fgr o1 Tohar § TF ' 'YE I AT Tg FIAdH I X §
St foREY HEAT ST HOTIETATHT Sl 3T AT N SRId & JIAATT Ha T e
FAAT 3T & TR Hod H g e 312ar 90 W@ & o 39ar fafaaen
TR 3HaRY UIed e aifge |
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13.4

Usil I oPTd T fAATAT (Characteristics of Cost of
Capital)

Joil T aRTd & 37T T gREWIET & I7eads & o fAvare gfteemer gidr
g -

Yol 1 Fgead g & (Minimum rate of return of capital) - g @r
AR T VT #geddd Ucdid &3 g off §€T &l 39 fafeaient gred adetr
TR arfes greT et i aeTat F I BRI ST TSH |

areag # #1§ anrg 7€ (No real cost) - Yoft & oW aedd & H1$ W@
TE Rl U YoIT &X § o fell dear @Y 3uersyr qREASEmit woged
FGN AfeY | IE AT TH ST o< &, foh:AGE SHD IO Yot & fAf¥eT
el ST aiEdids dRTd & 3R WX &1 STdr gl

s 9 ey @7 &1 @R (Reward of business and
finance risk) - T FgEar # @R« SNf@A TRt & #@ET 9 O
SR ST T (FOT TF gl W R ad & | o Y ana g s
@A & dgel #A AT aren W § |

13.5

Usil I oRTd T IGURUT &1 Aged (Significance of
Concept of financial resources)
foedr @t &1 geeiens  {eAiwa (Comparative  evaluation  of

financial resources)- faca wifta & f&Affee &G, FUT-%K0T, IJRAT A
A 3T A § fhell gAY f9AW | v A7 31f8h EEIdl 1 AT Selehl ATaTed
& JolellcHeh 3ETLT Hleh &1 fohdl ST Hehell § |
Iqgead Yot E@lgem & fauior (Determination of optimum capital
structure) - Yaft $r @G auRoT fRdt €T T HefgedA Yot Fhe
fAeRor & cgea e Bt & | fREr T8 & eqgedd Iolt X9 98
giar § [ad qE 1 ad detd s geaA aUT GAAT RrEIRAr - fedd
3T 9Ied & T |
Avs @Feul &1 99 (Selection of best alternatives) - it $r aETd &I
VAT GaRT Jadrd $ AT & AR ASS [dehed &l Tdel fohdl ST Hehell
¢ aifer egaary & 3nfde Fuld gee g1 va ammedr # gfig & o1 J |
sl Gt 1 AT @ur TG F g (Selection of volume and
source of working capital) - Jaft $r @ I MUR 9 FHIeTer Yoir
AT dAT 7T H AT g 39GFd | Tl &l oATd AT 57 Hehell § |
fafaaier Aokt & @ge (Assistance in investment decisions) - dgir
T T Yot faferer geaetly fAoTat i 3murfRier & | o fRfewer e
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Ao =T TAT g7 3 wEaT I IRASAT F Eipd Wd &, SEd @
arell FFATTAT Tcard & &Y il &I dRld ¥ e I SRR g, 3FeadqT 39
TEATd @ 3G B GAT S § | Yol dofed @ A 7 T X W
IRASAT & T 3ecalgl T NIGIRT AT ST § a8 Yot T ST & g
g

grafag g vd Af@A i IEeEr (Knowledge of possible income
and risk) - 4ot T @ $r IauReT ¥ R sygary fr geEfad W @
O el & WII-A 38H edieiied @A & a) 7 o Aereit fFerdr § |
It gl &1 HIRA 3iad derd 3t § o @Ffad 3T A, SifeH $ A
3O vd el WO rEgfad el | suh fAudia 3iea anra &5 g W
FAAT 3T W 31 3f8®, ATEH Hr A A7 19 el TG dgfad gef |
e sifd & @egs (Helpful in dividend Policy) - 96t &1 @weTd
HIUROT & 3MUR W HRRM Yolt & AT A7 386 Gdl &1 gaa 30fe &
X # vty forr smar § | g8 guron emmer Afa & fuRer & s
AgAqur RS Ao § | afg 3rr qEivmer Oofr dr owea dfEe g oar
FFGAl ATl facciT 3Maegehan3it I qfd aed FHidl § o e JHRs
AT & ITAUROT GaRT Xl & | 366 Aulid Ifg i T amerd &y & §
dr FFIA dEd Gidr § Yol 9ed F TSl § adT 3GR R Aifd @
3TERUT T Fhel ¢ |

faedia Faear &1 A#AFA (Evaluation of financial efficiency) - st @r
AT & 3MUR W 3T Gotl I ey FHRATAT T Hodiehel hiell FFIT glcll
g | 3fg G & sRa iaa amTa &t Fgad TR d de H YeeY Aol
T € a Jg 3T 3T FAGASAT H IRAIH g |

13.6

Usil $I oPTd & JefieoT (Classification of Cost of
Capital)

ol T aRTd &I e 9hR & qeffpd fRar ST e & -

dtwa awrg va WAFa @nTa (Average Cost and Marginal Cost) -
fret w7 fady W fRelt g i Gt Waer 7 afFafad [ffes i
aral H At aear @ oaemRer a1 JIRd ded, I f o3ia aed
FET §, Sidieh AR oferd Rl H8aT garT frdll §ad faRy @@ gred
fR et arer faRea st & amera @1 gremor ar Jika diad ¢

T @nTa e ¥fagi@« @era (Future Cost and Historical Cost) - #rdT
g #fasy & frdY aRAser # R_fEAST R I arer & fF geanfrg
AT g, Safe A amera & ame R dwer ggnrr R aReer 7
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ffafSa it & O s 7 g 718 aea F ¢ 1 Y e
AT T T AT T & TgIh gl & |

faflse @t @ur wgFa @wa (Specific Cost and Combined Cost) -
ot Taer & foelt fafse &&va, o @&ar 3w, iR sir, wfaufa
319Tel, ROT caife HT orerd A faftse aerd wgr arar §, sefe et axger
& ol Sl fr A Felr oot H Yot T YT AT IRGT FHT 6T
wgd & |

FTISE ANTT U 39S @R (Explicit Cost and Implicit Cost) - TR &t
foca & &1 a8 FAdr X A FA RIS F I3FATAG AF3 Ieddt &
TIAT Hed H Ahs IiRdigl & TIHT Hod & R F &l § TISE AT
FEAT ¥ | TUSE T 3 Reh Yo & & &I § Sfafeh 3reqse amrd Goit
Al HT HGET AT gl g | GeXdles & eeer H, ' TR §RIT gany
FIATT #H TAIRTENT IRASAT A TRER A W AR I Fafedar fafazrer
IHEE HT AT X H 3F TEAT I7 38F TUIRAT & faT 369se drerd &
7 qikenia fear ST gwar § I

YA 90T Td @A dErd (Spot Cost and Normal Cost) - T
frfaa AaE® ¥ WA g6 R A vafed sare X @ VT dRd
&l ST § | Ig 3feudhlenst gidl & | 38+ Audd ey &7 ar geqol s &
gafod ST &X # AT Yol dRld Had o |

13.7

Uil @l o@Td @l IO (Computation of Cost of
Capital) fordY TET ST it ST dETT HI I0TAT H 3T

(A)

Yol & faffiesr Taat $r faftrse amra $r aorer ve acarard iaa e amerd
& IO FeAT fA & | A e Ear & el dr danrd e et
g &, o avrer [fy ReeEr -
HOT-Yeit Y ard (Cost of Debt Capital)
O & 3IHeddld AAIIAT FOT-UAT, sost gar Sdela Fon Hr
afFafad fFar Srar § | wor-dah i et Fr o KoT -Gelt & e &
gred g€ TR (Net proceeds)_ @ &7 I § | g TR F dcdd HOT -931
T SIUST AT Eradreld HOT & oldldme Hod # & Ao amerd 72r - 3ifdenge
HARME, garell, A, 3/ ¥, Hald Yoo, TAAOT f BUE, A
Tl & §IG Wit AV URY & § | Iod Yg AR RO-THA & NATA 3r2ar §¢
W AT R ST & oy gemiad gl | 31 ured Yg ARV 70 AT
JhR & I Sreef-
(i) HfFEE | R

Yg I = FAAT + NfATH - AT amra
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(i) 9% R el

Yg R = FAHT - 921 - [AfAaT o
(iii) FAAT W fetAa

Yg TR = FAAT - AT omerd
HOT MU AT & HJAR al FHR & g Fhdl ¢, Th REAr=r Hor
(Perpetual Debt) dur gfadmr el xor (Redeemable Debt) |
fRTarh ®or g Qar § e deen & Siasere # sarde a8 R Srar
g, Safeh AMUAT HOT 98 B ¢ e q@ uiRa 3@ & &g garde
HE BT § | ROT Golt T o 3 aleil YR & RO & Fraed #H e
R AT Hr AT § -

(1) 59 =oT Yait 3rener=iv &

I
Kd (Before Tax)=——x100
NP

Kd = =or 4ai T @merd (Cost of Debt Capital)

| = aif¥e sarer (Annual Interest)

NP = 9o g TRr (Net Proceeds)
F AN (Tax Adjustment)
HOT Iell T ST ST T ARAAIA &F 38R T I g § I T
FX P G & 3I®T 99d Yald Il ¢, fhod 8lfeT @l W FOT Yoil I AW
U GG TN W F AT UF &1 g T @Il & | FKOT it I JHTET amerd
AT F & AT FX g ANTA Y X R oed A et gF dr ggraar &
aRafda frar sar -

Kd (after tax) = Kd (before tax) (1-Tax rate)

Kd (After Tax):|—><100><( | -T)
NP

3ereIor (ILLUSTRATION): 1
A fAfAes & 98 8% 3rMesiiy %or 10,00,000 & & g | & & &I 35%
g | HOT o T e FI A0 (R qd T X 9RATd. hiford, Ife FoT 931
&1 AT () AT = (i) 10% F8 9 (iii) 10 % NfAIA ) Far § |
Sonu Ltd. has 8% perpetual debt for Rs. 10, 00,000. The tax rate
is 35 % Determine the cost of capital (before tax as well after)
assuming the debt is issued at (i) Par ,(ii) 10 % discount and (iii)
10 % Premimum.

gd (Solution) :
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(i) Debt issued at par :
I
Kd (Before Tax)=——x100
NP

Kd (Before Tax)= 80000 x100 =8%
1000000

Kd (after tax) = Kd (before tax) (1-t)
Kd (after tax) = 8 (1- 0.35)
= 8(0.65)
=52%
(if) Debt issued at 10 % discount :

Kd (Before Tax):Mxloo =7.271%

1100000
8.89 %

8.89 (1-0.35)
5.78 %

Net Proceeds =1000000 - 100000 (Discount) = Rs.9,00,000
(iif) Debt issued at par :

Kd (after tax)

Kd (Before Tax):Mxloo =7.271%

1100000
Kd (after tax) = 7.27 (1-0.35)

= 4.727%

Net Proceeds = 10,00,000+ 100000= Rs. 11,00,000
3e18I0r (ILLUSTRATION) : 2
AIfgd fafAcs 10% arer 20000 3MYAT 0T 99, 100 &. 9fd ®HUT 95 Hed
arel 5% ¢ W AAAT e § | AT B amerd 2% § 1 FFoe W)
A X HT & 50%' § | FOT Yol T & 9 aUT & & dIG HI ded Ad
HAT |
Mohit Ltd issues 20,000 10 % perpetual debentures @ 100 each
at a discount of 5%. The cost of floation are 2 % the rate of tax
applicable to the company is 50% compute the cost of Debt
Capital before tax and after tax.
gd(Solution) :

I
Kd (Before Tax)=——x100
NP
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2,00,000

Kd (before Tax)=————x100
18, 60,000
= 10.75%
Kd (after tax) = Kd (before tax) (I-T)
= 10.75(1.50)
=10.75(.50)
=5.375%
Computation of Net Proceeds -
Rs.
Total Value of Debentures 20,00,000
Less: i. Discount @ 5% 1,00,000
ii. Floating charges 2% 40,000 1,40,000
Net Proceeds 18,60,000

10

. Interest=20,00,000x — = 2,00,000
100

ST HOT Goft aerefir g - U HOL-wE & fAHe W ogred g AR vd 3
ARYFIAT T YHE S dlel ART A ek 91 SAar § | ged gg AR
T omeTal & genfad @t & Seafh aRueaar g afr W et & eraf
T YA GSaT & | ek $ o7 TR & HO-qa & 3afr &1 06T A o7
FOT-937 W 9faay T saraT 1 ART F ST Sar § are 38T & 9T R/
Gl & dnrd Ad ST w6 | dtad gl B aoer gred g URr g
gRgeradr W ¢ RN F &F FI H19T G AT AT ¢ |
I_{RV—NP
n
RV + NP
A

Kd (before tax)= j><100

Kd = =uT gair &1 amerd (Cost of Debt Capital)
RV = %ur & gRueadr X ¢F Heg (Redeemable value of the
debt at time of maturity)
NP= grcd g URr (Net Proceeds)
n = 9Rueadr $r 3@afr (Number of years to maturity)
| = I &I sarsT (Annual interest charges)
3gR0T (ILLUSTRATION) : 3
ol THAST T 10% FOT AT T I IATd oFEId AT FHIfST, Serer et
10 a¥ dI¢ g |
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Compute the after cost of 10% debentures from the following data,
which are redeemable after 10 years.
i@ For T3t &r @=ar (No. of Debentures issued) 1000

3ifhd AT (Face Value) 100
fetHT HeT (Issue Price) 90
MeAT HeT (Redeemable Price) 100
ot @<f (Floating Charges) 2 %
F & & (Tax rate) 35%

gd (ILLUSTRATION): 4

{u(m’;'\'Pﬂxloox( )

Kd (after tax) =

[RV + NP}
2
{10’ 000+ (1, 00, 0026 88, oooﬂ
= 1 1-0.
[1,00,000+88,000} x100x(1-0.35)
2
~10.000+1.200 ;5. g 65)
94,000
=7.745%
(i) Calculation of Net Proceed
Rs.
Issue Price of debentures 90000
Less : Issue expenses 2000
Net proceeds 88000

(if) Issue expenses 100000 x 2 % = 2000
3&TeXvT (ILLUSTRATION) : 4
3o fafAes 10 % 5000 %OT9d, 9fd HOT9T 100 & Hed W fFAFAT HEar
aEr & | HKOTOAT @ My 10 a¥ &g HHST W gen | A F sy
=T goR gl Fr 3 § (1) AP FaRE 2% (2) garer 1% (3) Sus
T 31T =TT 1%
HOT Goll I AT (FX qd U9 & 9eamd) A fifaw afg @es e @ X
35% @ U9 HUT 93T & @A (1) F7qeT (2) 10 % s (3) 10% HfFEzs
9T fHar gr |
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Ajay Ltd. issue 10 % 5000 debentures of Rs. 100 each
redeemable after 10 years. The cost of issues estimated to be as
follows . (i) underwriting commission 2% (ii) Brokerage 1% (iii)
Printing andother expenses 1%.

Assuming corporate tax rate 35% ,calculate before and after tax
cost of debt capital if debentures are issued (i) at par (i) at 10 %

Premium .
gd (Solution) :
Calculation of Net Proceeds per Debenture
At Par | At Discount | At Premium
Rs. Rs. Rs
Face value of debentures 100 100 100
Add : Premium @ 10 % - - 10
Less : Discount @ 10 % - 10
100 90 110
Less : Other Expenses Rs.
Underwriting Commission 2
Brokerage 1
Printing and other expenses 1 4 4 4
Net Proceeds 96 86 106

Calculation of Cost of Debt Capital:
(i) Debentures issued at par
( RV — NP
4+ —
n
[RV + NP}

10+(100—96
~ 10

[100+96}

jxlOO
(a) Kd (before tax)=

x100

j><100

2

~1999, 100
98

=10.612
(b) Kd (after tax) = Kd (before tax) x (1-T)
= 10.612(1-0.35)
KD (after tax) = 6.897 %
(i) Debentures issued at Discount :
293



10+100_86

KD (before tax)=ﬁx100

2

_ 10+1.4 <100

_ 11.40 <100
3

KD (before tax) = 12.258 %

KD (after tax) = KD (before tax) (1-T)
= 12.258(1- 0.35)

KD (after tax) = 7.968 %

(iif) Debenture issued at Premium
10+100_106

KD (after tax)=leOO

2
10-0.60

103
_ 9.40%

103

=9.126%
KD (after tax) = KD (before tax) (1-T)

= 9.126 (1-0.35) = 5.93 %

B f&ame sfer ge & amra(Cost of Preference share capital)

HTOAT 372 Iolt Tk WA 3" GO § O W e g foerfad X 8 omerer
GHET AT & | FFIA & AT R 7 So¢ FACT renfiAt & 9 el o
& DR TQT & | VAT A T SI1eArer 7 ${ararel AT gem & fohar Sirer
€ ST9 FHFIEA P T gU gl | AT o1 37Uar °re & asf H FHFel aTA
AfRART 3fef W A gES F af¥ed § JqFT @ e g, fheg FO
HRAATT 32T W 31 auf & &F omenier dfasy 7 g g T & ST ¢ |
FFOA HAUeT FRAATA, 1988 & AN gl & URATd HIs #ff HFded T
AT 372 w1 AT T I Fhdl, Hd: IAAT FH Fad AT A
3Rt 1 AT & fhar S @ar & | HfOAEE 3R W RAr S arer amier
IR AT T O TR TT A8f g, 3d: SAdl ARId T IATd AT Sl
ST § | 3TRATT 3727 4ol T ARIT HT I0EAT KO-l T AR HT A0 F

=x100

x100
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AT &1 §, 3ok hdd Sdall ¢ [ STTST T S8 TRl AUs T TAIT gl &

TUT HOT-GST HT F g9 NPT H IO & TF W ARAT 3R H

9eATd T T 0T T A & | AT 372r Geit v drerd Fr IoEr F

e gat &1 waer foRar s &

(37) oI A 3t & Mo A AW ryar YT W T AR A A T
-

DPS
i) K fter tax)= 100
(i) Kp (after tax) NP X

v

IeT

DPS = gfa 312 «memer (Dividend Per share)
NP = (Net Proceeds)

Kp = (Cost of Preference Share Capital)

1
(1-T)

(i) Kp (before tax)= Kp (aftertax)x

3e1gI0T (ILLUSTRATION) : 5

I fafAes 100 & arer 10% 10000 AT 372r AT FEm aEdr ¢ |
ot 0T 38 SR 7 HARE 3ifhd qeg &1 2.5%, gaeil.5on 3+ @
10000 &. |

9ot dreTd Ad RISy Afg AT - 31 @\@HeT W @) 10 % AifFdga =«
(") 5% g2 W foRar = & |

Ife e FX HT & 50 % B ar Yol i dRld W AT TH1G g99m?

Ravi Ltd. has issued 100000 10 % preference shares of Rs 100
each. The other expenses of capital issue are underwriting
expenses 2.5 % of Face value, Brokerage 1.5 % other expenses
Rs. 10000.

Calculate cost of capital if issue has been made - (a) at par
value, (b) at 10 % Premium (c) 5 % Discount.

What will be the effect on cost capital if present corporation tax
Rate is 50 %?

g (Solution) :
(i) Cost of capital if shares are issued at par
DP
Kp (after tax)= > %100
NP
:EXJ.OO
95
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=10.526%

1
Kp (before tax)=Kp (after tax)x
p( )=Kp ( ) (1430}

j

(if) Cost of capital if shares are issued at 10% premium

Kp (before tax)=10.526x (

10
Kp(after tax)=-——x100
p(after tax) 105><

=9.524%

Kp (before tax)= 9.524><(

j

(i) Cost of capital if shares are issued at 5 % discount-

Kp (after tax):gxloozll.ll%

Kp (before tax):ll.llx( L j
1-50

=22.22%
feoquf -
Calculation of Net Proceeds per Debenture

At Par At Premium | At Discount
Rs. Rs. Rs.

Face value of debentures 100 100 100
Add : Premium @ 10 % 10
Less : Discount @ 5 % 5
Less : Other Expenses Rs. 100 110 95
Underwriting Commission 2.5
Brokerage 1.50
Other expenses 15 5 5 5
Net Proceeds 95 105 90

(@) ftaArer et & ety A A ve Auew W a7 T i gEgar § I=

q3-

Kp (after tax) =

DPS +M
n x100
[RV + NP}
2
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o

el |

Kp = 3f&#ATT 3ier doit 7 o (Cost of Preference Share capital)

RV = 3ifaAmT 37t &1 aRusaar =9 (Redeemable value of preference
shares at the time of maturity)

NP = wred g URT (Net proceds)

n = gRYFaar 3af (Numbers of years to maturity)

DPS = yfa 31er emaper (Dividend per share)

Kp (before tax) = Kp (after tax)x ——————
P ) P ) 1-Tax Rate

3T (ILLUSTRATION) : 6

adi faffes 5,00,000 & & 12%' e 37 (9fa 31er 500 &) fwifEa
Fdl & e aed 10 § 9§ & 3ea & giar ¢ | @A & arerd 20 w.
afd 31 § | 3fRAE 372 O H aed Ad AT | = F X 35% AT
ST |

Naveen Ltd , has 12 % redeemable preference share of Rs.
500000 @ 500 each , which arre redeemable at the end of the
10 th Cost of issue is 20 Rs , per share . Calculate cost of

preference share capital . Assume 35 % tax rate .

gd (Solution) :
DPS +(RV - ij
n 100

RV +NP
Sxad
500480

10

500 +480

2

(a) Kp (after tax)=

60+[

Kp (after tax)= }xlOO

Kp (after tax):wxloo
490

Kp (after)= 12.653 %

Kp (before tax)= Kp (after tax)x

1
(1-t)

=12.653><( 1 J
1-35

=19.466%
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feoqufy -

NP = 500-20 = 480 Rs

DPS = 500 x 12 % = 60 Rs .
31T (ILLUSTRATION) : 7
A fAfAes 100 . arer 10% ' 1000 gETfRER 3ier Rifaa aer aedr §
St eMesT 10 a¥ TRaTd FFHeT R R ST & | o eFe & %9 38
IR g - TFINTT FHRGT 2% Galrell 1% T2T SIS Scare 1000 &. |
golt fr amId Ard ST afe siet &1 @FiEa (1) gFew (2) 5 gfawa a2
Jur (3) 10 ufarra vsaifeyr W fRar S | afe amsit 9 femT e #r &T 35
gfaera & ar ot T deTd W FAT THIT I39m?
Manas Limited wants to issue 1000 10 % Preference shares of
Rs. 100 each redeemable after 10 years at par. The expenses of
capital issue are: Underwriting Commission 2 % brokerage 1 %
and Printing etc. Rs. 1000.
Calculate Cost of Capital if the shares are issued (i) at par (ii) at
5% discount and (iii) 10 % Premium. What will be the effect on
cost of capital if corporate tax rate is 35 %?
g (Solution) :
(i) Shares issued at par

Net proceeds = Face value - Issue Expenses

= 100-4 = 96
DPS+(WJ_NPJ
n 100

RV + NP
-
100-96

10
100+96
o
- 10+0.40

Kp (after tax)=

10+[

}xlOO

x100-10.612%

1

Kp (before tax)=10.612x =16.327%
1.0.35

(i) Shares issued at 5% discount
Net proceeds = Face Value - Discount -Issue Expenses
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= 100 -5-4= Rs. 91
100-91
10
100+91
Ea

10+[

Kp (after tax)= }xlOO

10+0.90
95.5

=11.414%

11.414%
Kp (before tax)= 1 50 =17.56%

x100

(iif) Shares issued at 5 % Premium
Net Proceeds = Face Value + Premium - Issue Expenses
=100+10-4=106
10J{100—106

10
[100 +106}

Kp (after tax)= }xlOO

2

- 10-0.60

~ 103

=9.126%

9.126%
1-0.35

. gHGT 3 Yot Y @era (Cost of Equity Capital)

HOT Yol dUT GEfUsR 3 o &1 amerd & Jelell & AT A Goi &

AR I AT AT 3w FHST giar § | Ig FHfoars sdfaw g §

AT 37T it I amsnier Fr X g7 AuiRa a8 gy & ar srueh & fav 59

Yot W amerer g Jifiary of 7@ giar § fheqg @Aar 37er gl A anrd

T AL AT ST TRl | TEAT H THAT 3 Yol HT URF FFell & S o

TO U @ 3T T@AT § | TE Rnfead YA § HAAT 37Rr geh

AT FHgelldl ¢ |

(3N Tge ¥ Pt waar sw G A ane IO dg e R @
T fRaT STeT @-

1. =mnewr wita &A™ (Dividend Yield Method) - 3 fafer & amamr-aea
g fafr(Dividend Price Ratio Method) & & & #f ST ST &
| 39 f3fr &r AT & F afe Fi5 o [fadear g saa & seger
& gAAT 3t A R aXar § af a8 7 & HA7 TR # vafad g9ag
&Y H T Wit T AT FAT & | AT FAAT A ot H ARG AT
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=14.04%

Kp (before tax)=



FT & T gIed TN A OIA F FER Hed A Uoipd R ST § |

39 o

(1) ufer 3ier e @msaer fr I0TEAT fAGTATT FFdeAr Hr geM H I Nt H
gHER T 3Ea e F o aRade FT TATIST Fh h S
SafF 7 FFEN T gr F wAW wauReE ARt § deee
FFATAIT o T AT & IR I A ATl § |

(2) 9fa 372" IEIR Hed & A0ET g Fhedl TR A FAag FFdedr Hr
g H 0T A AR &1 How A1 ed TR H{ed o ST A g
Stafer FEheg SHFel &1 a2 # Yg FFdfed fafer rar foia 3ma
fafer & 3R W Aa fFar Ao a1 aqer Hqog ol ST a@hdr § |
50 R & 3ER TAGT Yol A THId AT TS H T FgaR &

Ke = DPS %100
MP

Ke = @#AAr geir T amIa (Cost of Equity Share Capital)

DPS = gfa 372 slse om#er (Cash Dividend per Share)

MP = ad#T ek Hed (Current Market Price per Share)
3e1gIor (ILLUSTRATION) 8 :
dA fAfATs o 100 & drel 2000 YOV Yeed HAAT 372l & fAdfdsr fhar § |
3R &1 IIAT SR Ao 160 & 9fd 3U § | FF9elr of 8 & 9fd 37er &
&Y U SITHT AT & | HACT 3720 & AEId T 0 FS |
Naman Ltd .has issued 2000 equity shares of Rs. 100 each as
fully paid .The market value of these shares is Rs. 160 per share.
The company has paid a dividend of Rs, 8 per share Find out the
cost of equity capital
gd (Solution) :

DPS 8

Ke (after tax)= 5 xlOO:@AOO:S%

AT - amrer wiied fafer $r 3 AT § e ¥ yqg@ e ¢

(i) EH IfAUTRT oAl & 39T § FAY A drel AT T IT&T H A1
g |

(i) ufaenRa 3ol & HROT 3T F TR HoT F iy e &, Taw et &
fasa W qeiera o 3cueo giar 8, O 39 fafr & amerer &1 aRoms
AT S & S R 3faa a8 &

(iii) 3rgeerg 372 & SR Hod & FURoT e HiddT F7 § |
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(iv) I fafer R 3 arell ®evell & foT €1 3ugerd §, FlTh SHH omerer &
AfasT 7 g areh Ifg &1 ea T @ S ¢

. 3ree wifta R (Earning Yield Method) - 38 R &1 3ma-HeT 3qud

fafer (Earing Price Ratio Method) #f #gd & | I8 [ 3@ Agar W
3maRa § & 35T 3 & & gaea gt v 3RAE 3T ARy ges &
R AV 3T W FAAT IRMETRAT & SR g § a8 3§ anener & &9 &
QUG SieT S Agar o421 | 39 fafr 7 9far 3721 36« vd 3 & I6R #{ed
&I 37T AT ST & | IE 3T &1 Yot & ol giar ¢ | 30 Ay &
HIAR FAAT Yot FT AT AT FA H I A0 ¢

Ke (after tax) = EPS %100
MP

1Y

gl

EPS = 9fd 372r 3tei (Earnings per share)
3e1gIor (ILLUSTRATION) 9 :
O fafAes & 100 & arel 5,000 qUT Yecd HHAT 372l & oA famam § |
FFIA aT FX gearq AfSd fRar ar @ 50,000 € g | 3 AT HT
TAATT TSR Hed 125 & ¢ | AT 30 Goll T aerd A HiiS |
Priya Ltd. has issued 5000 equtiy ofRs. 100 each fully paid. The
company has earned profit of Rs, 50,000 after tax. The market
price of these shares is Rs, 125 per share. Calculate the cost of
equity share capital.

gd (Solution) :
Ke= EPS x100
MP
Rs.50000

EPS =————=Rs.10
5000

= ﬂxlOO =8% per share
125

s fafgr fir Feaef@a d= W § -

= fafr & @g Fegar A o § & Gr wor S gAeT A8 R § ud
FITHI T T A SR fhar Srar § 3rd 3 &1 &g amer gfaenRa
&Y R Srar &, Sef AT Tera A8 g €

3t F TR Hed ¥ NG hao TEAT I 3ol AFT & HROT & AT giar
% ofew G B wen, SR, geuwr AR, GNRE SRS R e
HROT 3 3§ W U ST & | 37 30 [Aged & 3R & efd & orar &
|

301



YE TR 31T (EPS) F AT FAT HioeT & |

g fafer & gfa 37er 3o TR & ReRar w SR fear Srar § sefe garet &
gfc 37T 37ole] 2T (@ T FFATGT gl gl & |

5@ fafr & 37t & SOIR HeT U Al B UROT & TeY F Aave § | 3O
fagarst 1ot &g @l &3 1 93T 3R AT § S9fF Fo g asf f siad
& IUR W AT &I N 3TGFT AT § |

. amr wifed aur @mnw & gy Afr (Dividend Yield Plus Growth in

Dividend Method) -

STHRT Iried fafr & FaAar 3727 doi i drRTd AT ad TAT ST HT T H
R 7 o Srar &, 99l 9% ads § R & ®dr | 59 FEe I8
FFATA N § F IIAT I X F 39T F qW ah ReeR iy gl
el A ST Y AT AR THT T F 3T I F ARSI AT ST
g | amrRr 7 g FT eX Ul 37T el H GG T & F SRR A oAl § |
31 arerrer oifed dem omRr & 3fg A F adee omeryr ex A deder
ST AT AHART FT FFEAAT AET g F IR W 3RT FHARSE e
AT 3T Yol & AW AT & STt § | §F & H -

Ke (after tax) = DPS
MP

x100+G

v

g

DPS = 9gfa 312 @memer &I (Current Cash Dividend per share)

G = @ # g &X (Growth Rate in Dividend)

3¢rgYor (lllustration) 10 :

ST fAffies & 1o & arel AT 3 # gaA # 20 & 9fd 3T IER Hed
g | FFG & 2 ® i 3w omeer gERm g | afg arener 7 5% I g
AT FEATTAT g7 A THAT Goll T dRTd AT AT |

Joy Ltd’'s shares of Rs. 10 each are quoted in the market at Rs.
20 the company pays dividend of Rs. 2 per share and the
investors expect a dividend growth rate of 5 % per share Find the
cost of equity capital.

gd (Solution) :

Ke = DPS x100+G
MP

:£x100+5
20

=10+5=15%
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SAEEIRE T & 37 Yol T aeTd AT el I Jg a0 ITer fafer Aer
ST & | SORT TeA, s, AT e foeaar 4 o 59 f[afyr &1 aada
frar 8, foreg 30 faf & cuaeiRe waT # wH@ Ffoas amwmr & fg i
T8 X AURa = # et 8, arg & wue [{fy & gEea @ s 39
afr ax T gt § |
. 9T 3mx AR (Realised Yield Method) - g 39t & aedrar &
(History repeats itself) X 3mRd 58 fafTr & 3gaR GFar G $r amerd
oo auT F aead & 9Icg 3T AT T & YR 9 AT 7 Sy & | I8
faffieet ATTarst o 3maRa & & (i) amerrer va gfg X e &, (i) sgaa
H @eg A N@H Tt & | (i) ey 3 g X A Aeaw e
FAT & | Ig AT W " e Ta8R & HH H 67 of A1 ¢ |
(@) A AT waar st Y aeEa- J gAar 3R & AAET g WA
iAoz siwrenRat & @ty amny vd sfaaRa omet &
Iregfas REar wroa @ § | sud feganeT Rt @ afy sier witaar
HH & S § Bora: 3Rt & SR Hed off A g S § | 3 Y FHEAT
e F1 foTEs aa AT I8 <@er 3EeTs g T el & e @
FFTeAT I HHA T HA 3=l 3T G e gr o 3i¥ & Fear o 3aRafda
@M ST 8@ | I 3fad ~gidd X & FAHAT 3 e i dnETd gl & |
I PIS FFTN AA FACT 32T IR Il ¢ af 38 73 AT W 37er Feide
At 9T gl A USd &, A UiT IR 9o Y R HY A0 A &
fav granfad aoiR Aew # ¥ PoAa ot (IfReua FaRE, g, oS
T FcAIfG) P T AT & AT FHAT 300 il I AR ST 0T FHcd
Y Yg RN A & A foar Sar § | 77 WfAa w7ar 3Rl 1 awrd
et gt A Ferar & A ¥ A §
1. wmsrer witq fafer
Dividend perShare><
Net Pr oceeds

100

Cost of equity Capital (After tax)=

2. Ioia Wit fafr

Cost of Equity Capital (After tax)= Earnings per Sharex

Net Proceeds

100

3. wmier Wit aur e A 3fg R

Cost of Equity Capital (After tax) = Dividend per Share

Net Pr oceeds

x100 + Growth Rate

3gRoT (ILLUSTRATION) 11 :
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Tdtar fafAes 70 FFar ol & AT garr Ay ot | AR & @ §
FFTAT & 372 H JIAT TR Aed 16 & § | HFUA aRT 30Tel I¥ 150 F.
gfa 37 amsier & Srer dr Herraer § | fAHeT ey ufa 3fer 1.00 ® I §
HETAT o T g H AT e @ AT AT fohar & -

Babita Limited is thinking of raising funds by the issuance of
equity capital . The current market price of the company's The
company is expected to pay a dividend of Rs. 1.50 per share next
year. The flotation cost per share is Rs 1. The company has paid
dividend in past years as follows:

Year 2002 2003 2004 2005 2006

Dividend per share Rs. 1.00 1.10 121 133 1.464

Calculate the cost of new issue

T fAHT Fr drerd A AT |

gd (Solution) :

a¥ 2002 ¥ 2006 deh S&Iar fAfACS G@RT FhRT IR ST aT 1 e
I W AT giar ¢ 6 38 gfaay 10% (@re a¥ &r X 7 31d a¥ & &3 F
AT & W) A gfg A o W & | 3a: dfasy #7 s amerer & gfg &X 10
% ‘AT §U Yol S SRTT & 0T ST wifed gur amener # gfg X fafyr
¥ A AR |

Net proceeds = Market price per share - Issue Expenses

= 16-1 = 15
Ke:D—PSx100+G: 1.50 x100+10
NP 16—
1.50

:EX:LO(HIO =10+10=20%

3ereor (ILLUSTRATION) 12 :

s fafAes &1 372 adAT #H 25 ® W 3gd fRAT AT § | FFGe ar ®9AT
afer 3721 ameTRr g & dur fafdies 6 gfaea aif¥e gfg & 3mam &xa €
| I0TAT HITST-

(31  HFYET T FAAT Yo P AN,

@ I IAAd g X 4 dfaed a1 g dr SR gfa 37 seR A
T F IA0TAT RIAY |

@  Ifg FFger F ger F aera 10 wfaea g 9ur genfid gig & 5
gfaerd aiffe & o R soR Jea & soer AR, afe ammr
ar ®qaT 9fa 371 HEH @ AT |
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The share of Ganga Limited is quoted in the market at Rs. 25

currently, the company pays a dividend of Rs. 2 per share and

investors expects a growtrate of 6 % per year. Compute:

(a) The company’s cost of capital

(b) If the anticipated growth rate is 4 % p.a , calculate the
indicated market price per share

(c) If the company’s cost of capital is 10 % and the anticipated
growth rate is 5% calculate the indicated market price if the

dividend of Rs. 2 per share is to be maintained

g (Solution) :
(@ K, = DPS x100+G :£x100+6:14%
MP 25
(b) Given=G =4%;DPS =2;K, =14%
K :D—PS+G

e

129% = R82 | 494
MP

i:14%—4%:10%
MP

2 orRs20

10%

_ DPS
* MP

10% = —2— 4 5%
MP

MP =

(c) K +G

i:10%—5%:5%
MP

MP :%or Rs 40

5%

. gfauRa 3=t #r @mera (Cost of Retained Earnings)

U Scdeh Edell 30l HHET L TRAT, oIl &l fAcROT omemmer & &9 & o
&h, 3Tl & AT HITST g Jaard H Ush ofch § | a¥ Jfday $6 TR
QT 18 TR F FFAT F e IHedReh HiSt FH1 AT g Sar g, Sefehr
FIS Y& AN sTel gHeN 9sdl, foheq I§ oeTd Ied ol olel AW ST
Hhdl § | ST T 9T gidl & | d¥ed U9 f9ud & erear &, ' gfauRa
3o @ AR O g ow F ogfauRa 3w osmaRa f[Rfeet «w®
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3uifld fFar SIel 3Maedsd §, 99 HI 38 & & SR gt g o R
fafrdisren 19etr 372r Yot 9X 9Tod &Xel I 3R 3@ § | " 3R gfaunia
ISl WX 3 3T FT AR I@AT § el 38 $Hb (I°d o gl W)
dwfous AT & uea gl aTell 3T § afad W@ell 9sdr ¢ | I8 afda ar
el g 3T & gfauiRa e B dnd § 1 feeg sad feafat@d
HATAST X ghel -
IIFT g WA - Tcdeh JAURT A AR & & H Yo 3T W TR
& grar 8, O 3% ganr RfadfSa 6 s arelr afr smaee & afr &
FA g e, 3 AW IR F dpfousr AT & g arelr 3ma & gfauRa
ot T AT gl | FEer & Afdesr serenRar f 3w & A e
e 8 & &RoT @l & AU gEfad e afFdera s e
AT & T &1 oA oTaTaT ST & |
. FARM, gaEl Wy ¥ RS - oy & e WoRemd &
HHA, GolTell 3T & & H T FT Usdl §, I 36 8g M FARSHT
forar e & |
. Yot @ W I ¥ ARSI 1Y fAROT & qRUMATSERT 3RENT garT
R 372 & SR Aed A gfg & ol 8, orad seremdy & qelt amer ghem
3R 3T ol M X AT BT | A U A F IR Hed H U " &
ot T amTa AT dr Arel |
SfaenRd 3retsr T drere & 0T g et FAT 1 ST fhar ST HehdT 8-
D(1-T,)(1-B)
MP(l—TC)

Cost of Retained Earnings orK; = x100

o E(1-T,)(1- B)><100
MP(1-T,)

or :[R%EXIOO+G}X(1—Tle—B)

Or = Cost of Equity capital (1-T,) (1-B)

P

K, = yfauiRa 3ra«r 1 &@eg (Cost of retained
earnings)

Dor E = 33l $r gfd 3ier mfaia amner ar 3o &
(Shareholders expected rate of dividend
income of shareholders)

Tp = AU FT FfFded 3T W IR & (Income

-tax rate on personal income of
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shareholders)

T. = Yol &M T 3IMTR HT & (Income tax rate on
capital gain)

B = RfFged W T FARE, garer (Commission &
Brokerage cost on investment)

MP = 9fd 37 9aIR {eT (Market Price per share)

G = e gfig &X (Growth rate in dividend)

3ereoT (ILLUSTRATION) 13 :

fArfaf@a ggar @ gfauia seEr Hr arerd aJd fie-

From the following information find out cost of retained earnings.

Dividend Per Share Rs. 12

Personal Income Tax Rate 30 %

Market Price Per Share 110 %

Brokerage on Investment of Dividend 2 %

o (Solution):

K — 12(1—30)(1—0.02) y
110

_12(70)(098) .
110

~8232 100
110
=7.48%
3eTeXoT (ILLUSTRATION) 14 :
fArfaf@a ggar @ gfauia seEr i anra aJg S -

Calculate the cost of retained earnings from the following

100

information:

Current market price of a share Rs. 25

Cost of flotation /brokerage per share 0.25 % on market price
Growth in expected dividend 5%

Expected dividend per share on new shares Rs. 2.5

Shareholder Marginal / personal Income Tax rate 30 %
gd (Solution) :

DPS
= x100+Gj(l—Tp)(l— B)

Cost of Retained Earnings:(
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_ (22;55><100+5%}(1—0.30)(1—0.0025)

= (10% +5%)x 0.70x 0.9975 =10.47%

E. et Y sRa 3ilwa amra (Weighted Average Cost of Capital)

e off caraaRe FFdr 1 Gl W e & a§ f afasfadt ¥ AT
oT6T B & dfesd a8 3es YR T gfasfaar & 3Ra Fsor garr AT g
¥ | vEY garT ToifAc AU, 3T 3R 3 dedl F €O @R Affe
ot & g ured f St § | A ' F Affes Eat & (e G amera
AT A F IRAT, Sofehl HFqUT Yol AT Y 90T Sl & | faelt aRisrer
I eSS H S 7 (e & geafRia geam @ i gerer fhr
Ay Trere iy Gt et A o e, TEAT H TEQT Yot AT F Hr S F
FET Gt oerd, fded & faffiest @al & o7Rifehd sad doir ot € |
Ter A gol TWaem # T Tl & REar @A a8 @ §, 3
TYROT AEa & T W) 3T & 393eT Far Sar g | den f dRda
Jraa amTa B T W F o AeEAfafd gk sers s §

1. |a9YA FFQET Galt & AR & AT A Th AT U 386 Iequd A e
Hal #® AR (Weight) &3 € | 38 g it & 9&a& Hed (Book value)
3YAT IGR AT (Market value) ¥ 8T T &1 AT fadm ST Hehdl & |
fre TEar i o G @XTer 7 Gff & Afes Sal & anfae deqaa
I s Hed F MUR RN GE@T AT df 9 [dd Hed AR 941 I 93+
Ed & TR Hed & AUR W W7 ST dr 98 IR Hed AR Fgalldl & |
Heifeas TfSealvr ¥ aoR Hed & IR W Y » 6R 31fte 3uged A
ST & Fifeh- (i) ot & Ideh O¢h H dleld ek Hed & 3FefdR Ard @l
Sl 8, (i) gfoefoRl @ gied @ arell aredfas AR U9 SR Hed A
Aehedr g 2, (iii) S9IR Hog & A f

o 3MHIETV TISEC FT ¥ STelhdl ¢ |

fheg c¥aeR # qrds Ao ART &1 93T AR fFar Smar g F#2ife-
(i) Ieds AT YHIRIT of@l & e § 39aeY & o &, (i) qoi §aer
F F8Y HAITAT GEIF Hed & MUR W & a7 I aa §, (i) TR
AT & HURN W AR S fave gfdenRa et &1 fufd & gaeursss
g, (iv) OHAIATT 9Eds Hed & UR W Ad ROT FACT 360 & &
@A &1 Hedishe Far A1 g, (V) 99R AT # e 3aR g¢@ gid
WTd € 3T Y AT F IOR Hod N AYUR AT SQ, I FHEAT T
gl
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. gfaenRa 3! T SR Jed A0 A AT 3R AT Yoll & AT AT
g IUT AT IR FH Tl IR Hed, FAT 32T Yoit va gfderiRa o= &
3% Fol Hed & HqOd H dfc ar Jmar § | 3erwer & fav, afe el
FFIeT FT Yol AT H 10 ¥ & UF 1@ AT 3T J41 6,00,000 F. FHr
gfaaRa 31elel & | el & AT 30 FH IR Hed 24 & Gfd 371 g ar
AT 3T &1 Fol TR Hed 24 @ & (1 @ x 24 &) gren, 5F q7@ar
39 4ot va gfaenRa e # o 9eR dfer Jem-
1000000

~ 1600000
600000

gfaenRa 3= &7 eIk Hea=
1600000
. Yoit & fafdiee Tl & AR UeTed el & IRdld Ul argel &r fafdse &
T ol Y o g F ottt Rt & e B o ¥
. Ul WIYe I fAfIse # URATd WFId Sl 3He AR W UM Feh 3Heh
IR deTd AT Fr ST g | T anrat 1 AR ARl &7 JRT 39§87
& qalt Fr oRa 3Mad et FEard & | Gl fr siRa 3ttad @ A
A & T =T gF &1 v=eT R S g-

FHAT 32T Yl & SR Hed x 2400000 = Rs.15,00,000

x 2400000 = Rs.9, 00,000

_ _ D WX
Weighted Average Cost of Capital orK, = ZW
. Ky = Gt & sika 3faa @ (Weighted Average Cost of
Capital)
X = 4o & faffie &dr $r @mra (Specific Cost of Sources
of Capital)

W = 9er & faffrse &9 & fGar s=r %R (Weight given to
Specific Sources)

sRifka 3twa Gt smrg @ RIwad (Characteristics of  Weighted
Average Cost of Capital)
. TSE Ud d$wdd (Straight forward and Logical)- #RifRa 3 @wTa
FFEQUT Goll 9T I Yoll-ERdelT & STTFdId Teahl T T & IAET & §T H
afReRT Xt & | g8ehr e Ay Tuse ve awderd § |
. Yot & QA= @af W a3mRa (Based on Various Sources of
Capital)- #Rifd 3T 6l amId AT X T/ Goll T & TdF ded
W AR frar Srar § | d8r i Gol-EEer # gU Al ¥ aRade & gea
TFQET ol oI #H EfSeameR g1ar € |
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3. wHET amMi @ @ # 9RYg (Accurate when Profits are Normal)-
SHH 3UETHd HHA AeTd drel HOT Sfdqfaal dor & 3 7 g & o
SO A &Y FT HTRISAT R G fFar Srar § | 3 AT arer @
fafd & i aofeat wed@al & a9 & e X & &0 # ARifed 3ftad
RIS & 99T & 340 g aRomH ured @i § |
4. gwrdt fAgEer (Effective Control) 4ot & @il Aell 1 HR GU6-9U& AT
A1 & 3 W fAT0r Tenfa e 3T g S § |
5. gt aR&sEmst & fav gt Agus (Ideal Measurement for Capital
Projects) 38 dRTd Ugfd & I8! Pl YolHId A3l & Fa¢r 7 faaenqoT
o o & gher & § | A9 FER WA ¥g AR aEId W
TATITSE &1 & §F H AT ST Thell ¢ |
3ergor (ILLUSTRATION) 15 :
qar fafAes & 4ot TaeT @ 9K § -
Surya. Ltd has the following capital structure :
Rs.
Equity Share capital (5,000 shares @ 100 each) | 5,00,000
8% preference shares 3,00,000
10% Debentures 2,00,000
10,00,000
FFIA & AT 3HT F GG Hed 200 & § | Ig 3mem & adr § &
FFOA 16 ®IT i 3720 SIMHIA T I hialt, Toa@ad gaA 4% Jhe grar
W | X #r & 35% AT ST Fohal & | TIATT Yol TIGAT & ITUR W
ot 1 s 3t amerd & o AT |
The market price of the company’s equity is Rs. 200 It is
expected that company will pay a current dividend of Rs. 16 per
share which will grow 4 % per year. The tax rate may be
assumed at 35 % you are required to compute the weighted
average cost of capital based on existing capital structure.
gd (Solution) :
Weighted Average Cost of Capital
Source Amount Weights | Cost of Weighted
(Book Value) Capital | Average Cost %
Equity Share Capital 5,00,000 0.5 12 6.0
8 % Preference Share Capital 3,00,000 0.3 8 2.4
10 % debentures 2,00,000 0.2 6.5 1.3
10,00,000 1.00 9.70 %
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ot 7 sRiferd 3a @meTT 9.7 % & |
IS & RAffies EIdr $r faflrse amra & st e ger & 9 § -
(i) Cost of Equity Share Capital

Ke = DPS x100+G
MP

=£x100+4
200
=8+4=12%

(i) Cost of Debt Capital
Kd (after tax) = Kd (before tax)x(1-T)
=10%x(1-0.35)
=6.5%
(iif) Cost of Preference Capital (after tax)
Kp =8%
feouofy- SoR Aew I AdEA Hou d@ee FIer FE g W 20T 9 A
A W HAA: AT &Y T ST ST & Yol T oRTd AT 8 |
3e1eI0r (ILLUSTRATION) 16 :
Teh FHFTell T Yol G T fAfse aegelr & gred goit 6 ST 92ard erd
3T TR §-
The capital structure and after tax - cost of capital of the specific
source of a company is as follows :

Source Amount (Rs.) | Cost of Capital
Debt 3,00,000 477 %
Preference Capital 2,00,000 10.53 %
Equity Capital 4,00,000 14.59 %
Retained Earnings 1,00,000 14.00 %

gl i (Ra 3frad smera $r o HFT |
Calculate the Weighted Average Cost of Capital.

gd (Solution) :
Computation of Weighted Average Cost of Capital
Source (1) Amount Weight | After Tax | Weighted Cost
@ 3 | Cost@ | (5)=(3)x(4)
(i) Equity Capital 4,00,000 0.4 14.59 % 5.836
(i) Preference Capital 2,00,000 0.2 10.53% 2.106
(iii) Retained Earnings 1,00,000 0.1 14.00% 1.4
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(iv) Debt 3,00,000 0.3 477 % 1.431

Weighted Average Cost 10.773%
of Capital

3ereor (ILLUSTRATION) 17
g fafAes & el T @A yR &

The Capital Structure of Archana Limited is as follows: Rs.
Equity Shares (Rs. 10 each) 20,00,000
Retained Earnings 10,00,000
9% Preference Shares (Rs, 100 each) 5,00,000
12 % Debentures (Rs. 100 each) 15,00,000

50,00,000

FFYAT HT FAT A o A 30 § W fGhar § | FF9e gaRT 36 a¥ 3 &.
gfa 3ier amener & Sy @ 3mem & | e & dr gx 35 gfdwd §
3reremRAT Fr safFdera e X 30 ufawd A | wegehr Hr faggAe
Qi AT T ARG AT e #ATe o |

The equity shares of the company sales for Rs. 30It is expected
that company will pay a dividend of Rs. 3 per share this year.
Corporate tax rate is 35 % Assume 30% as income tax rate of
individual shareholder. Compute the weighted average cost of
capital of existing capital structure.

gd (Solution) :

(i) Cost of Equity Capital :

K, (aftertax)= D—Psxloo = 3 %100 =10%
MP 30

(i) Cost of Retained Earnings :

3(1-30

D(1-T
K, (after tax) = %xlOO = ) 100 =007 x100= 7%

(iii) Cost of Pref. Share Capital :
K, (aftertax) = D—PS><100 = i><1OO =9%
MP 100
(iv) Cost of Debt Capital :
K, (after tax) = '—xloo(l—T) = £x100(1—0.35) =12x0.65=7.8%
NP 100

Computation of Weighted Average Cost of Capital

Source (1) Amount Weight | After Tax Weighted
2) 3) Cost Cost

4 6) = B)*#)
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(i) Equity Capital 20,00,000 0.4 10.0% 4.0 %
(i) Retained Earnings 10,00,000 0.2 7.0 % 1.4%
(iii) Preference Capital 5,00,000 0.1 9.0 % 0.9 %
(iv) Debentures 15,00,000 0.3 7.8% 2.34 %
Weighted Average Cost | 50,00,000 1.0 10.773%
of Capital

3ereYoT (ILLUSTRATION) 18 :
e fafAes &1 ol efar faest R &-
Shankar Ltd. has the following capital structure -

Equity Shares (20,000 shares) Rs.40,00,000
10% Preference Shares Rs. 10,00,000
14% Debentures Rs. 30,00,000

Rs, 80,00,000

FHFTeAT I A 20 FIT H AT AT § | Tg 3987 ¢ & 3rmr av Seoedr gfa

A 2 TUT A I S 7% A X & T & TIT dgar @Im | W A I

35% AT § |

The share of the company sells for Rs. 20 It is expected that the

company will pay year a dividend of Rs. 2 per share which will

grow at 7 % forever. Assume a 35 % tax rate.

31 foeaAT Iolt @ & IR W Geit A ARG daa amra i aomEr
EQIE R

@) o & 5 ARG irad area Ad A afg FFaer 20 T@ T FH
faRed fOcad 15% =oT 937 c@RT Uehd Al & | SHA FcaATRId oTser
Seht 3 T @ ST dUr gfg &X IUREfcld W@ WReg 30T &1 g
AR 15 9 3§ SRem |

(a) Compute the weighted average cost of capital based on the
existing capital structure.

(b) Compute the new weighted average cost of capital if the
company raises an additional Rs. 20,00,000 debt by issuing 15
% debenture .This would increase the expected dividend to Rs
.3 and leave the growth rate unchanged , but the price of
share will fall to Rs. 15 per share.

g Solution :

(a) Weighted Average Cost of Capital on the basis of existing
capital structure
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Source Amount | After tax | Weights | Weighted
Rs. Cost Average
Cost
Equity Share Capital 40,00,000 17 .500 .085
Preference Capital 10,00,000 .10 .125 .013
Debentures 30,00,000 .091 .375 .034
Weighted Average Cost of | 80,00,000 1.00 0.132
Capital

Weighted Average Cost of Capital

= 0.132 or 13.2 %

faffieet E1al i GGl T FR 9T deTd 39 TR AT HI I3 8-
(i) Cost of Equity:;ox100+7:17%

(i) Cost of Preference Capital = 10 %
(iii) Cost of Debt (after tax) = Kd (before tax) (1- tax rate)
:14(1—0.35):9.1%

(b) Weighted Average Cost of Capital After issuing 15
Debentures
Details Amount After tax Weights Weighted
Rs. Cost Average
Cost
Equity Capital 40,00,000 .270 .40 0.108
Preference Capital | 10,00,000 .10 .10 0.01
14% Debentures 30,00,000 . 091 .30 0.0273
15% Debentures 20,00,000 .0975 .20 0.0195
0.1648

Weighted Average Cost of Capital = 16.48%

(i) Cost of Equity:%x100+7:27%

(i) Cost of New Debt = 15 (1- 0.35) = 9.75 %
HRifha 3itaa et @merg A AW (Limitation of Weighted Average

Cost of Capital)

1. S & RfeT S @ o) 5 & SRS A § | Ty dereaw TR @

qEd® Hed ¥ SR Hod 3fU® 39geFd giaT &, fhed GO & 9A& O &

ISR oA &l AT el HiSeT gIar g |
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facd wfoagal & Tag § Feufaal F7 T & eddelT HoT W IR
g ¥, 0 =uit & 3w o @ o @ 9o & gfEAfad wa @ siea
aerd Y FA A & | o sole vy axa @ww It @ itd ana &



MR 9T HH YA dlell GRASET & EHR HT foar Jar § ar e
e +feas F ug ghar &1

T Tafa Twr & U U $RIfRd oeTd AT S8 Y ST b FAifh Tg
et are=r T TARIse oeETdar &1 AT § |

13.8

TR

dg ~YIdH FAg X S TRET HEAT AT KUTCTAISN 1 3eTeh AT T ATl
AT e TF 39e] AT 3T & TR Hod H g el I o @A &
foav 3o fafaaet | sfola s amfee, goi & arRa FEard & 1 gl
el H U AEEE I facda AfEH F1 [EPR AT S 6l ¢ | T§
HIYROT HEAT H e el 1 JeledlcAs Hedished FX ASS T fefholdH
ol T # AGE e & WY el SAifd gFeett Qv o, fafaer
graetl AR Y ot 9 AT Fradr & Hediwa & o dered g ¢ |
el T orerd 9AF Wid Hr TUT HOT g, AW 3w q&ll, FHAar gon,
gfaenRa 3ratelr T AT-37619T AT HT ST bl & | I 57 Fefr Trerat &
gt e & afEafaa e Aag R S a gg e & sRa sitaa awra
gt |

3.9

SEACEH

qoit @1 @mre (Cost of Capital) : 9afT & ST & dgol & FHRT ST drelr
AT Golr &7 oI Fgellal & |

Fose aerd (Explicit Cost) : g &eldr &3 S 9ied HIST & addAd Hed &l
AR Qs Sigdigl & AT Hed & SIS X ST § |

T Yoil &1 @mra (Cost of Debt Capital) : ®UT 9ol & 9ART & dgol H
qehTs STel drell HAd AT 30T HT arerd (Cost of Preference Share) :
AHAITAT AT R T AT F & H GHRT ST arel & &
AT 3T eI gl |

¥AGT U Y a0 (Cost of Equity Share) : FHarT 3721 Yoir &M g3wT
A F TGl 3¢ GHS AW el G GAAT Yol T NI Fgelell & |
gfaeRa 3=l #r aerd (Cost of Retained Earnings) : a8 3d@R dETd
S fAaRa 87 o 9 SNt WX 3l FFEoel § 3 e i 3198 aar
€ | 3 3T AT o7 FET AT FhAT & |

geit Y s @mTa (Weighted Cost of Capital) : Iot & affiest @rar &
Yol 3T @ 3TehT ofleTdl & IO & JTUR W AT IR R ST SHgelrell
g | 30 gl Ul dNTd AT AT A6 o FEd § |
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13.10 EEUYIY YR6T

1.

ol &I aRTd & 39 T FASIT 57 Yol $H dEId HIURUT & FAged

AT |

What do you mean by ‘cost of capital ‘? Discuss the significance

of the concept of cost of capital.

el Fr AT w IRART FTT | AT Al @ ged o # A @

fAURor 3T fFE geR HiE?

Define cost of capital. How will you determine the cost of capital

of different sources?

HOT it T aTd fF TR AT i ST 82 30T i T@Erar 39T

e’ AfST |

How is cost of debt capital computed? lllustrate your answer with

the help of examples.

e 3aa Goir arerd Fr IR AT | SHRT 0T HY AT A § ?

Define weighted average cost of capital. How will you determine

it?

FAAT Yot T a9 & 3 T | FAAT 37T Golt T d0d AT I FH T

FlT T ded €T H W AT £2 U AT AT e 1 AT FHemsT |

Explain the meaning of cost of equity capital. What elements

would you consider in arriving at the cost of equity capital?

Explain the method of ascertaining the cost of equity capital

"giaaTRa 3ot o= aerd 1 Goft #1 TEd g 1" Gager i | g

ST AT T AT geEsmsY |

“Retained earnings a source of capital without cost.” Comment and

explain the method of determining its cost.

frafaf@a w wffca Reuoht i@

(i) snika 3iaa 4o @era (Weighted Average Cost of Capital)

(i) gfcrenRa 3ot T oeTd (Cost of Retained Earnings)

(iii) 9o 1 3fad @ @ @ATd dea (Average Cost and Marginal

Cost of Capital)
(iv) 4ot &1 TRt wad @g#d @mrd (Specific and Combined Cost of
Capital)

feer fafAes 10 @ I & 100 & arel 12% HUI-99 FAHT W feifAa

T N fIAR X W & | KOT-TAT H AT 10 ¥t & a6 o SR |
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10.

FFIA Y AT It & § H 3 & Gfd KO-IF STF FEAT g | T Y
&I &Y 35% AW §U RUFYAT dhl & -URET oll9Td AT T | IiE HO-g=t
HT (i) 5% ¢ 37Yar (i) 10 % NAIT ) AT Far sar § ar awera a2
grefr ?

Disha Ltd, is Considering to issue Rs. 10 lakhs of Rs. 100, 12%
debentures at par. The debentures are repayable after 10 years.
However the company will have to pay Rs. 3 per debentures as
issue expenses. Assuming corporate tax rate at 35 % find out
after tax cost of debentures. What would be the cost if the
debentures are issued at (i) a discount of 5 % of (i) a Premium
of 10 %?

T FFTr 100 & el 3000 ,9% YEIMESR 3 AT AT agar & |
oil e & o3 30 R g-3ifReiuad e 2.5%, garer 0.50% Tg
oS e 2000 & | Yol & e Fr 0T A IR IRt F HTHEA (i)
A AT R, (i))5% ¢ 9 dT (i) 100 Jeaifsr o forar S |

Ifg 9T T HT ST 35% & ar Yot T -9 eI FA1 greir ?

A company wishes to issue 3,000 9% preference shares of Rs.
100 each. The expenses of the Capital issue are: underwriting
Commission 2.50% brokerage 0.50 % and printing etc. Rs, 2.000
Calculate cost of capital if the shares are issued (i) at par (ii) at a
discount of 5 % and (iii)) at a premium of 10 %

If corporate tax rate is 35 % what will be the before tax cost of
capital.

R faffes & 10 ¥ arer 2,00,000 FHAT 37A (PT Yeod) AT ke g
(FFIT & I g 2,40,000 T FH MH FAIT § | 31 AT FH IR Hod
16 & 9fd 3iW § | 37T W 1 & YfA 300 ST & HordreT & 91w § |

(i) osamer wrieq fafer, qar

(i) 3@ vfawa fafr & 3R W) GAGT o A dreg J1d HSD |

Bharti Limited has issued 2,00,000 equity shares of Rs 10 each
fully. The company has earned a profit of Rs. 2,40,000 after tax .
The market price of these shares is Rs. 16 per share .The
Company has paid a dividends of Rs 1.00 per share.

Calculate the cost of equity on the basis of (i) Dividend Yield
Method; and (ii) Earning Yield Method.
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11.

12.

e gaansit & gfaurRa e fr ang A fifav |
Find out the cost of retained earnings from the following
information:
Dividend per share Rs. 4.5
Personal Income Tax Rate 30%
Personal Capital Gain Tax Rate 10 %
Market price per share Rs. 75
Mo s i IR Hod W 3menid Yol &= et R &
Sushila Ltd. has the following capital structure based on market
values:

Market Value Rs.
Equity Capital (1,60,000 shares of Rs. 10 each) 20,00,000
10% Preference Shares (1,200 share of Rs100 each) 1,24,200
12 % Debentures (Face Value of Rs. 1,00,000) 1,94,000
15% Term Loan 1,60,000

et a¥ & forw geanfa ufa 3ir amwer 150 & g J2r fFadr 5 gafdera $r
X U Too A FEEer § | AT 3R 5 a¥ ueErd 100' WfEIwE w
AT § 3N ROT-9F 10 a¥ d1g 3ifehd Hod W M § | HFell W oM
I Fr X 35% & |

ISR 7ed HRT & 39T R gU ARG AT Yol derd $r o7 Hifaw |
The dividend per share expected for the next is Rs 1.50 and is
expected to grow at the rate of 5 percent. Preference share
redeemable after 5 years at a premium of 10 % and debentures
are redeemable after 10 years at face value. The applicable tax
rate for the company is 35 %.

You are required to calculate the weighted average cost of capital

using market weights.

13.11 HeH IY¥
1. Pandey I.M :  Management Accounting
2. Jain, Narang :  Cost and Management Accounting
3. 3Idlel. TH. 3R : Y& oldiehel
4. Saxena , Vashist :  Cost and Management Accounting
5. Khan , Jain : Theory and Problems of Management and Cost

Accounting
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SIS - 14 : Yot EXGAT & fAgled (Theories of

Capital Structure)

gHIe Y TRAT

14.0 3=2F

14.1  gEAEeT

14.2 g 3T Aeged

14.3 g IR 3T Bged
14.4 WRFREE fbged

14.5 AQFTeEh - AR Bged
14.6 AR

14.7  Usgrden

14.8 TIRG YT

14.9 ¥eH TU

14.0 3227

$H SHS & HEAAA & 916 AT IfReldd Yol BT &g -
o g I TAGd & TN F ST Fehel |
o yg IRETe I3 Aged & R F SR dred F FH |
o TFET BEed & X H ST Fohal |
o MATTI-AR Bged & IR F SRR ed FT ThaT |

14.1 9EAELAT

el §FuaT & FHol GleROT A ROT TG WAAT Yol HT AT 3T geh
HTAT) HEAT A Yl T A AT FEAT & Fof Hpd I GHATAT el § |
et off T8 & gaey # oll TET & 3H 9T 1 FoAd I AT ford
W HEAT HT AT Yol $T dRIT geidH 8l dAT HEAT F FoT Hod Afdhad
gl aifer |AAT 3URAT & 3HfWhadA I T Ao FF | Wl gElr J@Eer
Helgodd Ioll T Fgardl § | fheg 3fReadd ot Taem & aR #
e fBed A § | 3T fdeaeT HOT TAEAT fBsor (G TRaam) F1 9ea 6o
F Fd Hed W AW g, i 33 [degell & HJAR KOT AT & fHH0T &
el off UIeT T B & Tl Aed W Pl YA A ISl & | et et Al
& HROT ol TTAT & TEAT Y ol Y a9 T Fpd W IS are T &
oy 7 eafof@a Rgedr ar faarRurmsi 1 o gam &

. Yg I Bered

9. g€ IR 31T g
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H. 9FREE Bged
g. AR PoaE-fAeR g

14.2

Yg 3T TAgled (Net Income Theory)

qg I Rged F yfades 3fas Fes g@arT fhar = a1 | 58 Rghed &
AR Gt TXae Haelt oy dear i O @ and Td §8 & $d qod
I JATTAT XA & | A Th FEAT 3060 il Tl # HOT Yol & 39 H
g I Yol H THAT T H HAT T FEAT & Tl {ed H JPg T qohll
§ | 39 Rghd & IqAR UH T H I ol TAam H FKOT Yol &r
HRAFAH ITART HAT AT FAifh (1) KOT W AT &I AHAIA: TR &I
¥ HA Gl ¥ (i) A Ay et A AU WS THG SAST B Ehd oqg
HATAT ST § STafeh oAl Hl a6l | FOT & 39T T FHAT 3T Goil W I
# g A T TEAT & FAEAT 3 & R Hed A gig gelr aRonAT: Fe
& Tl Hod & o1 ofig gl | 38 ged & @R fhell Feur &1 reggelad
Yol T (ROT U AT Yol @ fAmon) @t gnelh, sl @er & g
AR A g U AT T ol Ao IJAFaA g | 38 Rged &1 R
A Yot ot Rglea ot &gl ST § |
AFGEE (Assumptions) :
I 3T fgra Arafaf@a Argant ) smia &
(i) IHT IT fAoTH I TR FIs EATT gl AT ST g |
(i) FoOT Yoft P ARTH, TAAT Goir HT AETT T HA gl & |
(iii) o1 Yl AT SAETT TAT FAAT Yol T oo R W@ & |
(iv) ®oT 9ot & gfg 8l W 8t Hureranstt @ wHar e i e @
TEAT AF AT 76 @ ¥ |
IorEr (Computations)
Yg I Aged & IR TRT & FoT Hed (V) AT 30T & TR Hed
(S) Td MUT & TSR HeF (D) & 3T & SRR gar & | 3rATq
Total Value of Firm = Market Value of Equity + Market Value of
Debt
OrV =5+D
39ad gF # TADT F SR Hed T AT He JhR H S Fehell & -
E EBIT -1
S=—or
Ke Ke
D & 0T e g & Hr el -
I

D=—o
Kd
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JeT;

E = §AaT 33T §g 3Uesy 3ol (Earning s available for
shareholders)

EBT = & 9@ 391« (Earning before Tax)

EBIT = <I15T U9 & & 9d 37« (Earnings before Interest and Tax)
Ke = dHAdT Yollhior eX a1 FHaT Yot & omerad (Equity Capitalisation
Rate or Cost of Equity Capital)

| = 3o 9af @Y =41 (Interest of Debenture)

KD= #%ouT 93t & «erd (Cost of Debt Capital)

30 Rged & 3ER Yoll & FHT aRTd I GoieoT &X (Overall Cost of

Capital of Capitalisaton Rate)Ko &I 01T oot YR & hr A9l -
EBIT

Ko =x100

Earnings

Overall Cost of Capital= -
Values of the Firm

3¢rgor (lllustration) 1:

igT ToIffies &1 weemfda g @melel 3 4,00,000 & § | 384 10% & W
4,00,000 ®. T HOT of WM § TAT HAAT Yollaor I & 18% ¢ | Y 3
fgrd & 3aR A & Fd AT IAT Yol H AT aRd Ad Hio |
HIR R AT 6T &l &

Neha Limited has expected net operating income of Rs 4, 00,
000. It has a debt of Rs. 4, 00,000 at 10% and Equity
capitalisation rate is 18% compute the value to the firm and
overall cost of capital according to Net Income Approach. Income
tax may be ignored.

g Solution :
Computation of Total Value of Neha Limited
Rs.

Net Operating Income (EBIT) 4,00,000
Less : Interest pm debentures (10 % of Rs . 4,00,000) 40,000
Net Income available to Equity Shareholders 3,60,000
Equity Capitalisation Rate 18%

E 360000 20,00,000
Market Value of Equity (S) =—=

Ke 18%
Add: Market Value of Debt (D) 4,00,000
Market Value of the firm (V = S +D) 24,00,000
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Overall Cost of Capital or Ko:@xloozmme:lZ.Bl%
Vv 32,50,000

3¢rgYor (lllustration) 2 :

AR fafAes & 9 8% ol 10,00,000 & & FHOT 99 § | FHFdell &Hr

FFATAd g am¥er 3T &Y U9 sl 99 4,00,000 & , § | AT 3iRd @

GeliehioT &X 16% 1 Y I Bgled & AR IRehfad Hifae-

(31) FFIAT H ITAT Fol SR Hed AR Iell & FAT AT,

(@) 3G sfFady A +Ar & HogEr A 5, 00,000 & & g Hr @

FFAT & Pl TR Hed AT Yoll HT dRIT W gH1G, T4

(@) afg 37t & fRTAT garr %or o3t # 5, 00,000 &. &I A & A ar

FFAT & Fol TR FHed AT Yot FT aRTd R JAG |

Bharti Ltd. has 8 % Debentures of Rs. 10, 00,000 the expected

annual net income before interest and tax of the company is Rs.

4, 00,000 the equity Capialisation rate of the company is 16 %

Compute to Net Income Theory-

(a) The existing total ,market value and overall cost of capital of
the company

(b) The impact of total market value and overall cost of capital if
the management takes a decision to increase debentures by
Rs. 5,00,000 by reducing equity : and

(c) The impact on total market value and overall cost of capital in
case the management decides to reduce its debentures by Rs.
5, 00,000 through issue of equity shares.

gd (Solution) :
(A) (i) Calculation of existing total market value of the company:
Rs.

Net Income (EBIT) 4,00,000
Less: Interest on 8 % Debentures (1) 80,000
Profit available for Equity shareholder (E) 3,20,000
Equity capitalisation rate (Kg) 16 %

E 320000 20,00,000
Market Value of Equity(S) =—=

K, 16%
Market Value of Debenture (D) 10,00,000
Total Market Value Company (V=S+D) 30,00,000

(i)

Calculation of existing overall Cost of Capital :
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(i)

(i)

Ko=EBIT L 100= 400000 100_13.33%
v 30.00,000

. Increase in Debentures in Total Capitalisation :

(i) Effect on Value of Company-

Net Income (EBIT) 4,00,000
Less: 8 % Interest on Debentures of Rs. 15,00,000 1,20,000
Profit available for Equity shareholder (E) 2,80,000
Equity capitalisation rate (Kg) 16%
E 280000 17,50,000
Market Value of Equity (S) =—=
K, 16%
Market Value of Debentures 15,00,000
Total Market Value of Company (V = S + D) 32,50,000

(i) Effect on Overall Cost of Capital :
K0:@x100=MXIOOZIZ.31%

Vv 32,50,000
39dad AU ¥ TE Tose ¢ fF AfE o waer A ®kor 6ot 7 g fr S
g FFIN & P TR Hed H g gl & IAT Yol T AT d@Td 7 HAT

g STt §

. Decrease in Debentures in Total Capitalisation :

Effect on Value of Company

Net Income (EBIT) 4,00,000
Less: 8 % Interest Debentures of Rs 5,00,000 (1) 40,000
Profit available for Equity shareholder (E) 3.60,000
Equity Capitlaisation rate(Ke) 16%
E 360000 22,50,000
Market Value of Equity(S) =—=
K, 16
Market Value of Debentures (D) 5,00,000
Total Market Value of Company (V= S+D) 27,50,000
Effect on Overall Cost of Capital -
Ko= @xloO = Mxmo =14.55%

2750000
39 AU & Fose § fF Afe ol dvaer d Kot gl F @l @ Sl §
FFOAT & Fol TR Hed H HAT gidl § aur ot H FFT arerg 7 g &
STt & |
Ao -

Ug I Rgead o T@ar & ot & F791 anrd (Ko) R HOT & qerra &t
TISC AT § dUT Heggdl AT 3cdierd (Financial Leverage) W SR &dr

323



g | 39 g & HJAR AT 3cdied & Helgel sl W aedr ifaked
HOT ol AT IRMYUTRAT & o 39eey 7T 7 g R &7 & 7T # g
X Tl § | fheg I8 gl 50 d29 A AT 76T a1 & & Ioir Txgar
H ROT T AM do F SIEH §¢ Sl § IR AEA Jea & FHar 3REy
YA 32T I TAT THeg HET [ IROMATTRT FAAT 31RAT &1 TR Hod
O off @Far § | 31 I8 Rged Gif TG 9o & o g2died g7 AT o
hell & |

14.3 Yg gRarelsl 3T &gled (Net Operating Income
Theory)

30 eled &1 yfduet o 3fag XU garT & fhar r ar | Iy Reed
o & e @ g 3T Rgea & i : fada § | 30 Rged & 3R
BH T Il @ # IRadsT F 7 & Fo Jqed (V) | FIS AT g7 95T
§ AT TEAT F ol AT FHT AT R Gl § | A HET F F o goir
AT fefpeldd gt g & 3R st & ffehor & off ol Tem &
aRade 1 HE TG 78T Usar § | 3 38 Beled B Yol T I 3eg
3/@eRoT (Irrelevant Theory)sft FgT ST Tl § |
AIAT (Assumptions) :
Yg IRaTed 3 faged Meafof@a Avaarit «w 3maRd ¢ -

(i) B T FoT Yol A KT T FAGT H AT ST FAgeaglsd 9 AU g
Fifer TafaaShl garRT wa FT Hedhad THT & & fHar Aar § |

(i) Ioi TRAAT & JAh TR R IS A & R | & TaH@T Ieleor
& (Ko) o e @& & |

(iil) FoT-GMHTOT & (Kq) TR @l & |

(iv) 3T AT 9T R T €A AGT I@N ST ¢ |
rorAar (Computation)

(i) g IRETe I Feled & IFHAR T A Fof Hed (V) Yg IRaTer= 317
T AT ool &X (Ko) T Yolipd akeh AT fohdl STl § -

Earnings before Interest & Tax
Overall Cost of Capital

_ EBIT

Value of firm=

Oor V

(i) 7 & T HeF (V) § F KO & TR Hed (D) H Gl FAAT Yot &l
ISR H{ed (S) A1 frar Smar g 3T
Market Value of Equity (S) = Total Value of Firm (V) - Market
Value of Debt (D)
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(iii) FFAT GGt FT AT (Ke) FT 0T &g et T T w4197 fhar e -
Earnings available for Equity Shareholders

Cost of Equity Capital =
quity ~ap Value of Equity

or Ke:EBIT—I
S

. Ke:EBIT—I

V-D

3¢rgYor (lllustration) 3 :

forre faffics & wrofad affe g IR 3T a7 U9 & 99
4,50,000 ¥ & | HOT # oG 10% WRG § dY¥ FHET FKOT @ RN
15,00,000 & § | FHFGelt H FHA Yool T 15% 8 | Y& IR 3
fgrd & AR FFIl & Tl TR Hed AT FAAT YollaoT & Hr 0T
EQIC

(37) AR LT & AT

(@) I FFTelr T X g T 10% ' |eTd arelr ;oT IR @k 5,00,000
& ured {6 S dur gied AR @ FAAT IRTRIAT A1 AL R fedr S
aar

(@) I FFIAr FAAT 32T & AT garT 5,00,000 F F HOT F MY &
AT el 8

Vikas Ltd. has an expected annual net operating income before
interest andtax of Rs. 4, 50,000 .The cost of debt is 10% and the
outstanding debt amounts to Rs. 15, 00,000. The overall
capitalisation rate of the company is 15 % you required to
calculate total market value and the equity capitalisation rate of
the company according to Net Operating Income Theory -

(a) for present capital structure ;

(b) if the company decides to raise a sum of Rs , 5,00,000 through
debt at a cost of 10% and uses the proceeds to pay off the
equity shareholders ;and

(c) If the company decides to redeem debt worth Rs 5, 00,000 by
issue of equity shares.
gd (Solution) :

(A) (i) Calculation of Total Market Value of the Company for the
Existing Capital Structure :
Rs.
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Net Operating Income (EBIT) 4,50,000

Overall Capitalisation Rate (K,) 15%
Total Market Value of the Company
EBIT 4
(V ) = = 50000 =30,00,000
K 15%

0

(i) Calculation of Equity Capitlaisation Rate (K¢) for the existing
Capital Structure :

Rs.
Total Market Value of the Company (V) 30,00,000
Less: Total Market Value of Debt (D) 15,00,000
Total Market Value of Equity (S = V-D) 15,00,000
Equity Capitalisation Rate (K)
_ Profit available to equity shareholders <100
Market Value of Equity (S)
4 -
_ 50000 150000>< 100
1500000
_ 300000 3 06— 200
1500000
(B) Increase in debt and decrease in equity :
(i) Calculation of Total Market Value of the Company :
Rs.
Net Operating Income (EBIT) 4,50,000
Overall Capitalisation Rate (Ko) 15%
Total Market Value of the Company (V)= EEIT = 452200><100
=30, 00, 000
(i) Calculation of Equity Capitalisation Rate (K,) :
Rs.
Total Market Value of the Company (V) 30,00,000
Less: Total Market Value of Debt (D) 20,00,000
Total Market Value of Equity (S = V-D) 10,00,000
Equity Capitalisation rate (K, ) _EBIT=1 100
_ 450000-200000 <100
1000000
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250000

= x100 = 25%
1000000

(C) Decrease in debt and increase in equity :

(i)

Calculation of Total Market Value of the Company :

Rs
Net Operating Income (EBIT) 4,50,000
Overall Capitalisation Rate (Ko) 15%
Total Market Value of the Company (V)= EiIT = 453200)(100
=30,00,000
(i) Calculation of Equity Capitalisation Rate (K,) :
Rs.
Total Market Value of the Company (V) 30,00,000
Less: Total Value of debt (D) 10,00,000
Total Market Value of equity (S = V- D) 20,00,000
Equity Capitalisation rate(Ke):%xloo
_ 450000 —-100000 <100
2000000
350000

=———x100=17.5%
2000000

3WIFT 0T & T § 6 GOl Tae 7 aRade e W A B & Fe
AT 30,00,000 & & AT § foheq GGl T H HKOT & AW d67 W
FAAT AT W 9T &T 20% & dah 25% & STl & STafeh AT 372 Hr
AET §ed W g & 20% & FRER 17.5% I@ S g | 37 Jaee! &r
Ao o TFET TAEAT AT W TeTT eI H 0T FeAr gran |

3¢rgYor (lllustration) 4 :

& fafAes 6,00,000 & aiffsr g gREres 3 (EBIT) &7 3198 & &
| 38 9§ 10,00,000 & & FHR™T FOT § | FOT A o€ 10% g | Ifg
THY Gltartor T &T 15% g o Y& IRareet 3 f{ged & 3gaR B #
ol FHed TUT FA YNhIUT & (HHAT Yol T @197) 1 gram?

B & Fol Hed U A Yool H X W @A FT F gHE g,
R EIC

% FHOT TR 10,00,000 & & Fga 18,00,000 & T T & AT 39 HOT
I AR I 3T AT 3RAT & AT g Al © |
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(i)

%A 8,00,000 F. & FKOT HI MU Sdail & AR & AT FAAT 3R & T
¥ FAr g |

Surya Limited expects annual net operating income of Rs.6,
00,000 it has Rs 10, 00,000 outstanding debts, cost of debt is
10% if the overall capitalization rate is 15% what would be the
total value of the firm and the equity capitalization rate according
to Net Operating Income Approach.

What will be the effect of the following on the total value of the
firm and equity capitalization rate if -

the firm increase the amount of debt from Rs, 10,00,000 to Rs
18,00,000 and uses the proceeds of the debt to repurchase equity
shares

The firm return debt of Rs 8, 00,000 by issuing fresh equity
shares of the same amount.

g Solution :

Calculation of total Value of the firm and Equity Capitalisation
Rate-

Rs.
Net Operating Income (EBIT) 6,00,000
Interest on Debt of Rs 10,00,000@ 10% (I) 1,00,000
Overall Capitalisation Rate (Ko) 15%
Total Value of the Firm (V)

_ EE:JT _ Rs.6l,;);;000 40, 00,000

Total Market Value of Debt (D) 10,00,000
Total Market Value of Equity (S) = (V- D) 30,00,000

Equity Capitalisation Rate (K)
_ EBIT -1 _Rs.6,00,000-1,00,000

=0.1667 or 16.67%

S 30,00,000
Increase in Debt by Rs. 8,00,000 Rs.
Net Operating Income (EBIT) 6,00,000
Interest on Debt of Rs, 18,00,000 @ 10% 1,80,000
Overall Capitalisation Rate (Ko) 15%

Total Value of the Firm (V)
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(i)

EBIT _ Rs.6,00,000 40,00,000

K, Rs.15%
Total Market Value of Debt (D) 18,00,000
Total Market Value of Equity (S) = (V -D) 22,00,000

Equity Capitalisation Rate (Kg)
_ EBIT -1 _Rs.6,00,000-Rs.1,80,000

=0.1909 or 19.09%

S Rs.22,00,000

Decrease in Debt by Rs. 8,00,000
Net Operating Income (EBIT) 6,00,000
Interest on Debt of Rs , 2,00,000 @ 10% 20,000
Overall Capitalisation Rate (Ko) 15%
Total Value of the Firm (V)

EBIT Rs.6,00,000 40,00,000

" K,  Rs15%

0

Total Market Value of Debt (D)2,00,000
Total Market Value of Equity (S) = (V -D)38, 00,000
Equity Capitalisation Rate (K)
_EBIT -1 _ Rs.6,00,000- Rs.20,000
s Rs.38,00,000
3gFd faawsr & Tose § & yg aRemes 3ma (NOI) Regred & e gefr
TG  HOT T AT T YT T F B & ol Hod (V) W A GG
T8 gsar ¥ 3T A« Rufy # g (Rs, 40,00,000) & Ear § | fheg
AT Goit &1 aed (Ke) # HOT &7 §e= (10 o ¥ 18 a@) W gy
(16.67 & 19.09%) dAT KT HET e (10 oM@ 2 @) W FHr (16.67%
¥ 15.26%) g & |
I[W‘iﬁ :
I g & & Fo HAog FURT 7 g IR I A gAe W SR
& € | 39 fAged & AR 3 fafaer gedar fr Siefa o7 & o 7o
AT Y€ IRATelT & FE T ITRA glell AeT o o foeed vty & FHid W
Ig Rgled 3G AT AHqRadd Yol TITAT I ITUROT FI FHHR 6T Hl
¢ | 30 YR HO-GHT BH0r &1 FuRer 398 & Srer §

=0.1526 or 15.26%

14.4

FRET Agled (Traditional Theory)

Yg I fFaRUNT & 30gaR qolt W= #§ Hor &1 3ufedfd & & o Joa

dur For Yot A aerd, aell # wiad w8, Safe gg e 3

foaReRT & 3ER GGl a@xaem #F Hor Hr 3ufRAfd &1 &7 F Jem AT FoA
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Goil &7 oeTd W HIg THIG gl USdT & | 3 Gl HI Yoil Tl T TRHA
faaRURT gT S Fehel & |

WEREE fEed Yg 3 bged T g aRarels 3 fged H1 AegaAmd
¥ safod g fged Avgadt (Mid Path Theory) Rged @gardr & |
WRFERPEIT fged & FJaR T 8T 3960 Yol TTeT 7 TF FAT dah FoT
dolt 7 i aah 370el FAET Yol T el & FH F Hevell ¢ U HEIT &
Tl Hed I 9T Fhcll § Fifh KOT HIY HICd T FHAAT Yol I Jolell &
TEAT AT ¢ | fheg Yol X9 & Th HAT § SAGT HOT &I AEN §g N
TET T AT Yl FT aRTd # g 8T & T T F T Hed A gl gl
Ha: fFses ®7 7 I8 Fer S FHar § 6 HKOT S vd @AGT Gl & Fadeqer
40T garT Te FEAT IO FHT GOl F ARIT H FAT TR & |

FoRT WA (Soloman Ezra) & it T WI@ell # qRadeT &1 Yt & dH7aT
AT dAT BH F Fol Hed (V) W IS aid JHG I et JhR § T
forar &-

H 9T (First Stage) - &G H fHdT FEAT &A1 Yot @A H HOT Yoir
& 3YART FEAT & Yot A AT a1 (Ko) F FAT AT 5H & FoT 7qed (V)
H gfig FXar & | SHH FRUT Ig & TF URFH H FAT Gir H aerd (Ke)
fEur Wl & a1 ®oT & gfg & FROT A W dodt & U gEY IR HOT Hr
AT (Kq) o X @ & a1 Aegen A dedt g, Fifeh T ot # faaer &r
ol 99R & e AT S & |

gfade @wor (Second Stage) - St E@T H FOT Yol &I AR & Th
ferfaa dar @ sfte 3uder gwar & G it GAT ded vd 8T F Fo
Hod W Hlg THT & Sledl ¢ | AT SAIAT g g, Fifer &A1 # i
@\ # gfg 81 & HROT FAAT Yol T oferd H gl arell i HH orerd Hr
HOT Yot & 3UANeT { §U o & FACA & & & | safew gfada wRor &
FeIH faFaR @A & 3o ve AfRlrse faeg R F8am & G & g7 anrd
gIdH TF HEIT &1 Hed FRFdA giar § | 38 s oeg w ger $r
Yo TRTAT Fefeldd TR W gl § |

g =1 (Third Stage) - felt Tear 1 ol w=em # wor et &
TR AT & 9vard AR 8% RoT el F IUART FEAT Fr Gl FH anerd
# oy U4 GEAT F Fol Hed F AT w1 § | O gwTAC g §, wiin gor
TITAT H FHOT Iolt A TdT A & qRaq 3R 310 Ifg R | FHFar
et #r e 7 facda Sif@w s o § 3R 38 FRoT FaAar gofr $r
AT H gl aTell g A ARTT dlell KOT Yoil & 3UIET A gt arel ot
31fereR g Sl ¢ |

AT -
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(i) T T IAT IR W AT AGT &1 SA1ar & |
(i) IRFA H FOT ot T ARG FAGT Yol HT aeTd F FA gl & |
(iii) wer foera dAT & a6 FOT Yol dT AeTd 9T HAGT Yol HT AT 6ot
T }, Rheq TAAT ot A oot a1g 7 o & s } |
(iv) B & Hed 39 foeg W ARFIA gar &, & Yol $r dRa A awerd
eI Bl & |
arorar fafer -
WERPET fBged & 3FaR &7 & $d Jqod (V) I G Hr F#7T anrd
(Ko) & a0rer & 38T ghR 8 1 St § O 9eR g 3 Beed &
HeddTd &I T §, 7
Value of Firm (v) = Market Value of Equity (S) + Market Value of
Debt (D)
Earning beforeinterest and Tax (EBIT ) x100
\Y

Overall cost of capital=

3¢rgYor (lllustration) 5 :

T HFTeT T Gl IRATel 3T 6,00,000 & & | FFYA & qri 10 gfderd
arel 12 @ & & ST KOT | SR FAAT Yot T amerd 15 gfaerd gt &
A § | FFGe 6,00,000 F. & 1 KUT AT GIied ¥ 3ccielen-H g el
W AR & W & T 38 TR &1 3T TAAT Yol AT FF Hel H Bl 8
38 9@ g5 Ay @A & weka®y HOT & drErd 15 gfaerd d& dur
FHAT Yoll T arerd 20 gfaerd de §get T FATaeT ¢ |

IR GFRTTA TTTRYURT 1 3T FA §T HETeAl o °lef| Hed I fAuRoT
FEAT & | FFEG GaRT A9 Scclloreh § Iy el & I&aid & IR & oY o
IHRAT QS |

A Company’s current operating income is Rs. 6, 00,000 The
Company has Rs/. 12 Lakhs of 10% debt outstanding .lts cost of
equity capital is estimated to be 15%. The company is considering
to increase its leverage by raising additional Rs. 6, 00,000 through
debt and using traditional model. Give your recommendation the
Company’s Proposal to increase its leverage.

gd (Solution) : Computation of Current Value of the Company

Net Operating Income (EBIT) 6,00,000
Less: Interest on debt of Rs. 12,00,000 @ 10% (I) 1,20,000
Earnings for equity shareholder (E) 4,80,000
Equity Capitalisation Rate (K) 15% or 0.15
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E _ Rs.4,80,000 32,00,000

K 0.15

e

Market Value of Debt (D) 12,00,000
Total Market Value of Company (S+D= V) 44,00,000
Effect of Increase in debt by Rs. 6, 00,000
Net Operating Income (EBIT) 6,00,000
Less: Interest on debt of Rs. 18,00,000 @ 15% (I) 2,70,000
Earnings for equity shareholder (E) 3.30.000
Equity Capitalisation Rate (K) 20% or 0.20
Market Value of Equity (S)

E Rs.3,30,000 16,50,000

:K_GZT

Market Value Debt (D) 18,00,000
Total Market Value of Company (S+D = V) 34,50,000

fasawd grafaa Jeen A FeR A8 R Srer @ifdd Fife wor e #
g ¥ FFTEA FH1 ol Hod FA (44,00,000 & 34,50,000) g AR |
lllustration 6: AR Faar ¥ $F F Fol Hed, FATT 3R H HoT
dur 4ot &1 wx7y 3ied) omrd @1 9Rewes Hife-

Compute the total value of the firm value of equity shares and the
overall (average) cost of capital from the following information:

Rs.
Net Operating Income 3,00,000
Equity Capitalisation Rate - 3,00,000
(a) If the firm uses no debt 12%
(b) If the firm uses Rs 8,00,000 debentures 13%
(c) If the firm uses Rs 12,00,000 debentures 16%

Ig AT fF 8,00,000 & & FHUT 97 5% SIS & W IRT fFI ST Tha &
aUr 12,00,000F. & FOT 99 8% &I &I W SART fohd ST Thel § |
Assume that Rs. 8, 00,000 debentures can be raised at 5% rate
of interest whereas Rs 12, 00,000 debentures can be raised at
8% rate of interest.

gd (Solution) :

Computation of Total Value of Firm, Value of Shares & the

Average Cost of Capital
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(a) No Debt

(b) Rs. 8,00,000

5% debentures

© Rs, 12,00,000

8% debentures

Net Operating Income (EBIT)
Less: Interest on debt (1)
Earning available to
shareholder (E)

Equity Capitalisation Rate (Ke)
Market Value of Shares (S) = (E/
Ke)

Equity

Market Value of Debt (D)
Total value of firm(V)

EBIT

Average Cost of Capital=——

Rs. 3,00,000
Rs. 3,00,000

12%

3, O0,000X@
12

= 25,00,000

25,00,000
3,00,000

———x100
25,00,000

= 12%

Rs. 3,00,0000
40,000
Rs. 2,60,000

13%

2,60, OOOX@
13

= 20,00,000

8,00,000

28,00,000

3,00,000

—————x100
28,00,000

= 10.7 %

Rs. 3,00,0000
96,000
Rs. 2.,04,000

16%
2,04, OOOx@
16
= 12,75,000
12,00,000
24,75,000
3,00,000

————x100
24,75,000

= 12.12%

39dad e fRar & Tose § f e 8,00,000 & HOT H 3w
ST & a9 % & Hed d6dT (25,00,000 & & 28,00,000 F.) § AT Yoir &Hr
THY AR Tedt (12% & 10.7%) & | g afe woar o & e W 3d-
geud & fow 3R 31f®F xor F 39T ' (12,00,000 ¥ & Fo9A) fRar
ST § d9 ®H H Hed gedr (25,00,000 & ¥ 24,75,000 F) § 9T 4oir Hr
AT 9T Faat (12% T 12.12%) § |
Hediwa (Evaluation): TFReTd fAgd & Yot d0@er # aRads, @#a
qolt & AT a7 B & T Hed B R UPR TGS HT § e &
ST ST TRl § | Weqg 39 fAged & $8 3MUR W 3A=m Hr e &
o HEITC foerhr g aREreret 3ma qur @A o w9 § g o axaen
g H-gus ARl 3t §, a 39 AT FT Hed FA gl afeT S
SHS Jecdid 6T 8 Il & |

14.5

ARTAEA-fAeoR Aeled a1 A, . [Aged
(Modigliani -Miller Theory of M.M Theory)

g e a0 T & F AET IW@T 1T § al AGIeeas tg FHer faaremT
Yg IRETe 3T (NOI) fAgled & AW & § Weg od Ao 0 1 eareT
H @1 1 § a9 g Rgled Yg 3 () Bged & AT giar § | 37 39
faged &1 3eae e & ®9I-() R R dr seEieata 7, aur (i) e
T A 3urRAfa 7 ey Srar g

AFGATY -
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(i) goF gsht a=R (Perfect Capital Markets) : fafediee afesifaat &1 wa-
fasha e & qOf T vd fadeRiel § | 3 ol SR @ QO AW § ud
AT TaTSh JIAU 39 § |

(ii) cgagR @mTa &7 317@ (No Transaction Cost) : gfasifadt & wa-faswa &
FHRIA, Gollell AT T PIs AR 6 0l & |

(iii) weITdr @A @t (Homogeneous Risk Class) : @t TEAmBT &I 36T
Hotell & AR oIl aaif H Feliep fhar ST Wbl & AT T @l #
3T aTell HEAT it saraafs vd e Sif@d i AEr @@= g1 ¢ |

(iv) AT geamem (Same Expectation) : e T¥IT &7 Hodihed aXaA & fow
el faferasrent $r g aRares 3T (EBIT) & @Y # YcImem @A ¢ |

(v) e wfaerd 3T &1 RaRor (100% Distribution of earnings) : &#deir
YT FFYUT ATHT I Ad-gfaerd [aavor 3Rt # & &t § 37T J8T F
FITeTET AT 3HequTa (Dividend payment Ratio) 100 faerd § |

(Vi) HFIRIT U9 Sgf@derd %Ol A ®AWGT (Equality in Institutional and
Personal Loans) : saf@dea Afadisrer & off fSar fondr arem & 3=%7 et
W HKOT 9Ied giar &, o erdl ov fRer deer & g g @ |
AFaaE-Fer Rgra @a &1 i sy & (Modigiliani -Miller
Theory in the Absence of Corporate Taxes) - faerH & &
FEieafd # AQTeTE- AR g gg aRaree 3 Rfged & T =T
BT § | 38 fAged & IqOR TH FEAT AT ol Wae H aRadd ¥ 7 ar
TEAT I FAT Yol AT TS oF & TEAT F Fol Hed TAAT giam § | SHH
FROT Ig § b HOT G&N AT Gol & TEI gl § a7 Yol @& H KT &
3O 3T & FAAT AT & g v ey @A dga & FRoT
AT 9ol T ARTd # gig gl & o2 $HY KOT 6T HA o9d FHI a1 FHAT
ol & arra # gig ¥ 9fd d@gfea (Offset) g Smar & | 38 YR qah
T H HOT ol &1 HAF STAET FAAT G T AR H AT FRAT &
Rrq TET Y THT Gl A R Gl ¥ | AQTFeet-Rer Rged 5@
HGAT W 3R § b @81 & Fof HoF AR & d&ar &1 gRkwree 3
ATT a9 ¢ | 38 fOEed & 3guR I& W@ & I 3T e & A
ar GEATHT T AT Yot dFEId U FEAT H Hed Iedqore 9fshar (Arbitrage
Process) & &RUT AT & ¢ |
eazqur 9f$ar (Arbitrage Process):
fordY gfaeffad A A Heg arel SOk @ Tliear JUr &S Hod aid Ik &
T IRV gl & | 3 Ufeham 7 Hod Ao & o o & T
& ufefa = v a1y affes Somt & @lier 7 s S § | AR aae-
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N

S

fAeR Rgled & AR HOT & Y297 ¥ B T A 19T I7 gy 18t gl &
| 37T SIalsT arell B d Sl ollalsT arell B &l Hol Hod Teh A 8 giell
g | A Feran vad AR & 3gaRr afg & A F 39T Reet-Aest FHoT
AT AT & FROT el -Feet Aed @A § O TR # 37 gfaegfaar &
fIT eeRUO ufshar gl St 3ofdh SR Hed 1 Al 3rdTd §AE &
& |
T (Computation) -
Earning before Interest & Tax

Overall Cost of Capital

() Value of the firm=

EBIT
)=

(i) Market value of Equity (S) = Total of Firm (V) -Market Value of
Debt (D)

(o}

EBIT —1

(i) Cost of Equity Capital=

AT - AR RAgea A dad(Limitation of Modigliani - Miller
Theory)

30 Riged & yq@ S fAeafaf@a ¢

gfaerfaat & @lies sga T aRTT 7 gl T AT ITTTRIRS & |
Afaarserr va ReaET i For wIta & Th A &HAT I U AT TG g0
g Hehell ¢ |

AT Icdlerdh &1 AT 3cdielsh &1 QU7 FATATYe~T AT Ield § |
HeaRuuT Sfshar # HEIT & 3HeaRe fAad off arem sred § |

IR T 9T Y FaEl graure gHem Als[g W@d ¢ |

e gar gAEd Afold ol @ fAawer @ R S 3o et &
gfayRor fFar Srar gl

. AATPTIE-AeR Rgrd @ &1 #1 31f¥dca A W (Modigliani-Miller

Theory in the Presence of Corporate Taxes) -

R & & 3T @A & FROT AGRAIA-TAR F AT RAglea (A
A A IIATT H) AT Ig AT foh TEAT T &l TAT H ROT HT AT
g W o B F Hed (V) T Yol A THT a0 (Ke) 2R wd &, I
A& SRAT & | A 3egiT 1963 F U A AURURT 7 el o TR
frar f& & AT 3T A 0T IS AT KOT W AT & Fweldl AT TT
A & HROT HOT Yol A aRE HA gl § | Ad: KOT ol arenr 3rdTd
3cdlers drell (Levered) BH & Hed, ®UT o o« dlell 37Ad &« Icdiors
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(i)

(i)

arelr (Unlevered) & Hog & 38 gem vd O % HT gl A 7T aerd

(Ko) 8 &aT g1l |

orEr (Computation)-

e & Fr 3ufRfa & Rl o &1 Fo Jog (V)3 rT 9 & a1a mar

ST FehaTl &-

Profit available for Equity shareholders
Equity Capitalisation Rate

Value of Unlevered firm=

EBIT (1—T)
orV,=——+
Ke
Value of Levered firm (V,) = V, +DT
I8, EBIT = sa7a T & & g9 31T (Earning before Interest and Tax)
Ke = THAT Yot &7 @MTd (Cost of Equity Capital)
T = @9\ & & &7 (Corporate tax rate)
D = %or & T (Amount of Debt)
V, = 8= 3cdiere arell A &1 Hed (Value of Unlevered firm)
V. = 3cdlels drell ®H & {ed (Value of Levered firm)
3¢rgYor (lllustration) 7 :
& W O Td Y S W O ¥ FAE. ¥ A sEd f oo o s ot
I H R HOT &7 ITANT 6T Al ¢ Sfdieh B &g HI Yol dXdar H
10% drer 4,00,000 & & HUI-UT § | alAl BAT H AT d H ¥ qJ 30l
3,00,000 &. aIf¥er § 3N FAAT GElHOr $r X 12% § | A a fq T
50% AT §U TATH. [fged & AR 5o BAT &1 HoF AT Hifad |
There are two firms P & Q which are identical except that P does
not use any debt in its capital structure. While Q has Rs 4,
00,000 % debentures in its capital structure. Both the forms have
earnings before interest and tax Rs. 3, 00,000 and the
capitalization rate is 12% assuming the corporate tax of 50%.
Calculate the value of these firms according to MM hypothesis.
gd (Solution) :
The market value of firms P (Unlivered) which does not use any
debt -
V = EBIT(l—T) _ 3,00, 000(1—0.50)
: K 12%

e
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_ %xmo —12.50,000

The market value of firm Q (levered) which uses debt of Rs, 4,
00,000

Vi Vy + DT
Rs 12,50,000 + (4,00,000 x 0.5)

= Rs 12,50,000 + 2,00,000 = Rs. 14,50,000

sy - HOT T 3T B F HoT H Fa T § |
3¢rgor (lllustration) 8:
Frelr X fo. Td Y o, @9 9BR & @A g, {ag s@s F 92967 Fa9er
FHOT HT GAT g7 Il § oAd(h &I¢ dlell el 10 @ F. &1 HT 10%'
ST W ART &l § | I8 A gU & (3) AGFTeani-Fer Rgea #r
AAAT3T A i @l 8, (@) IR Hr & 50% §; (@) W T AT ¥ q@ AT
(EBIT) 2,00,000 & g T () o=l 3ccleleh dTell HhFdsil Sl HHAAT Yoror
W 10% ' g | X o qur Y o, saaelt &1 Aod a1 gen? adl Al $Hr
TR 3T T & FuRer 8 fifeT |

Companies X Ltd. are Y Ltd. are identical in every aspect expect

that the former does not use debt while the later uses Rs. 10
lakhs debt at 10% interest . Assuming that (a) M.M. assumptions
are met (b) the tax rate is 50% (c) the EBIT is Rs. 2, 00,000 and
(d) the equity capitalization of unlevered company is 10%
What will be the value of the firms X Ltd and Y Ltd? Also
determine the weighted average cost of capital of both the firms.
gd (Solution) :

(i) Value of Unlevered Firm (X Ltd.)

V = EBIT(l—T) _ 200000(1—0.50)

u K 10%
Rs. . :
_Rs2,00,000x0.5 _ Rs1,00,000 oo g0
0.10 0.10

Overall Cost of Capital (K;) = 10%
(i) Value of the Levered Firm (Y Ltd)
V. =V,+ DT
Rs, 10, 00,000 + Rs. 10, 00, 000 x 0.50
Rs. 10, 00,000 + Rs, 5, 00,000 = 15, 00,000
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Overall Cost of Levered Firm

Rs.
EBIT 2,00,000
Less: Interest 1,00,000
Net Income before tax 1,00,000
Less: Taxes @ 50% 50,000
Net Income for Equity shareholders 50,000
Total Market Value (V) 15,00,000
Market Value of Debt (D) 10,00,000
Market Value of Equity (S) = (V - D) 5,00,000
Cost of Equity (Ke):ExloO :Mxloozlo%

S 5,00,000

Weighted Average Cost of Capital=Kd(1-T )(VEJ +Ke (éj

_10%05 10,00,000 10 5,00,000
15,00,000 15,00,000
=3.33%+3.33%
=6.67%
Ao -

frem T &1 3IRdca AT W TH.UA. [bgled H Ig AT 11 § & qEr
HEIAT F K0T T AT 61 & 3cdlesd dlel $F & AT §¢ Sfdl & Ta Yol
& 3MET dEIT FA S § | Weg [T AIai3t W g fAged smaia
¥ 3 arEdfahar @ W & S - gf 4G SR &7 AegAT=Idr, <udagR erd Jg0
g1, 100% SITHIRI &7 AT ], SATFATd Iedlerdh Ud [ 3cdlors &l
AT glell, TEANT Ufdeell &7 o gl 37f¢ | 37 JAEdidsd AT &
FROT 38 g $T 3TaraeT H AT & |

14.6

TRTA

fordT off T8 & gaetr & Goll AT & 38 UK & galld He afed o
W HEAT T AT Yol T AT 7geldH 81 TUT HEAT T Fol Hod Hhad
gl aifer |AAT 3AURAT & 3Hf¥hadA Jag Ao dh | O gElt J@Eer
eTReIdH Yol T Fgelleh & |

ol T & Yolt & dRTd 9 8T & Hed W UsSd dlel YHT & GFaed H
frar Rgrear &1 o § -

338



(i)

Ug I RAGFa - 30 [Aeled & IFAR RKOT T AMT dga Yol H FAT
AT H FHT H EEA F FoA HoT H P H A1 TFA ¢ |

(i) g sRETee 3T Rgerd - 3T geeus & fFar off A &1 T & Feg a

Gl T FHT AeTd W Hlg GG e 95T ¢ |

(i) RFRTTT RAGET - U0 IfhdT & SROT KOT FACT AH0T & faaeqot

YA F B & Hed # ofg qur It H GHT derd J AT HT ST TR

(iv) AdPaarelt rer Regea - @ad a0 & 3ieIid A W I8 Beed Yg

aRErers 3 Reled & GA U ferdA a0 &1 3ifded A 9T g 3T
Bgled & TAT Ay ar g |

14.7

SEACEI

UT 3T RAGed - 38 REed & AR UF B 39 Golt EaeTr § HoT &
AT SR 39 Fed A g aur 4ol & T@T arRid & FAr & T & |
TH H gReldd ol TG gl g1l STal B &1 Hol Hed ARwradd aur qai
" HHI AT A gl |

gs dREea 3T REed - 38 Bged & 3FaR ®F f 6l Taar &
gRade BH & Hed dUT Yol T TAT oHEId H JHIfaT 68 Ham g dme 37T
gt g drs o AT 39 I |

WFRPEET RAged - 30 RBgrd & 3gaR Aeadoe IRhal & HROT G &
QSeRtoT H ROT U4 @A & faasqul AT & B & ol Hed H g dur
Gl T For ofere 7 oA B S TR B |

Mt o Reea-

(a) frer & A aequfPafa F - @ @eed & HgER AeaRarore gfhar & sRoT

B AT Goll T H aRAcdT H W8 JEAT w1 Ao U Yol H qHT
AN 3IHATIAT el § |

(b) A &R A 3RIT & - FT 9T 3T N 7T WA THT FOT | I

A FHldT AT IT Al & FROT Yoil TGl H HOT & 39T F B &
eI ddT § ddT Yol &I THIT AR FA gl ¢ |

HeaRUUT IFRAT - Hod fadic & o o & o el afosgfa & &7 753
arel SR ¥ @G a7 3% Apd dTel I9R # J9e d TfhAT HeaRaoreT
FEadr ¢ |

14.8

ALY YReT

2.

Gl EIET ¥ T 3R 82 Yolt Tl & fageal &l §89 # gAY |
What is meant by capital structure? Explain the theories of Capital
structure in brief.
Gl T & g I gled T 30T Fa1 FH &

339



(i)

What do you understand by Net Income Theory of Capital
Structure.

Gl EXET & g URATe 3 fAged Hl 361807 a1 HSSY |

Explain Net Operating Income Theory of Capital Structure with the
help of suitable example.

Qo EEET & WERET fAged @ 39 1 @A 872

What do you wunderstand by Traditional Theory of Capital
Structure?

e 3 & 399 7 G S W &ty Rged &1 goa aa7smsy |
Explain the effect of M.M theory on capital structure in the
absence of corporate taxes.

ol Wae At A& ¥ 11 58 AT T ol wWeer fwea &
A TFTAEN-AeR & ANEE & faeqd H@e37 7 3fellaellcAs Hodihed S |

“Capital structure does not matter. “ Critically evaluate the

statement in the broader context of the contribution of Modigliani
and Miller to the theory of capital structure.

T FHFYA HI FFATAT YE 3T 4ooocoo & § | 38 9@ 10,00,000 & &
8 ufaerd sareT &Y aTel HUT 97 § | FFdell sl HAQT Yaieor &X 12 gfaerd
g |

YE I AORYURT & AR FFYH &I Hed Ud AT Yollor T & aurer
T |

A Company expects a net income of Rs. 4, 00,000 it has Rs, 10,
00,000 debentures of 8 percent rate of interest. The equity
capitalisation rate of the Company is 12 % Calculate the value of
the Company and Overall Capitalisation rate to Net Income
Approach,

(3 @l fafAaes & grnfaa af¥e gg 3 (EBIT) 3, 00,000 & T
AT GofeoT X 10% § | &Fdelt & 91F 6% arf¥e &I arer 8,00,000 &,
F FOIT ¢ | P Ao a A8 § | Yg I Rgd F AR GH F o
Heg aur gt & AT a0 AT FST |

(3) A & HoT Hed TUT Yol T FHT AR, T &7 Je979 g9, Ife-

B RUTTAT # 2,00,000 & H g ek FH TR @ GHAAT A B G H
el T folRTaT T ¢ |

(ii) T FAGT 37T & ATHT g@rr 2,00,000 F. & FOTIAT T AT Fl ¢ |
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(a) Sakshi Limited expects annual net income (EBIT) of Rs. 3, 00,000

and equity capitalization rate of 10%. The Company has Rs. 8,
00,000 debentures with an annual interest rate of 6% there is no
corporate tax, calculate the value of the firm and Approach overall
(weighted average) cost of capital according to the Net Income
Approach.

(b) What will be the effect on value of the firm and overall coast of

(i)

(i)

10.

capital , if :

The firm decides to raise the amount of debentures of Rs 2,
00,000 and uses the proceeds to repurchases equity shares.

The firm decides to redeem the debentures of Rs. 2, 00,000 by
issue of equity shares.

Rrar ffAes ¥ 3T MeAfaf@d gaeTd suesy ¥

Priya Ltd. provides you the following information :

Overall cost of capital (Ko) 15%
Cost of debt capital 12%
Net Operating Income (EBIT) Rs, 3,00,000

el g TRErersT 3 (NOI) TauRYRT & 3fdR HFdell T AT Yo Sl
AT AT HFYA T AT Ad AT §, TG FFGN N Fol Yol AT H
%OT 9ah (i) 5,00,000 (i) 8,00,000 ¥. & |

You are required to calculate the cost of equity and the value of

the company according to Net Operating Income Approach if it has
(i) 5,00,000 ; (ii) 8,00,000 debt capital in its total capital structure

value .

T&h FHFr Fr are] IRaTelT 3T 5,50,000 & g | &9l & 9d 10% arel
10 M@ & & FHAT KT § | TR AT Yol & aerd 15 gfaera g &
HFATT & | HFr 10,00,000 &. & HARFT KOT I IIicd § Scclern H g
W W AR &) Wr § g1 58 AR &7 36T AT Gl A wH e A
forar SRET | 39§ g3 iy e & Geaea®d HOT & drErd 10 giaerd
de duT FAAT Iolr T dR1d 20 Sfaerd a% a6t &l GFHIGST § |

39! RERT FIAHT BT STAET A §U HFdall o o], Hed ol fTeiRor
FEAT § | FEIT EIRT 9T Scalelh H gig el & ITdid & IR 7 off 3mg
YA 3regRiET QS |
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11.

12.

A Company’s current operating is Rs. 5, 50,000. The company has
Rs. 10 Lakhs of 10% debt outstanding. Its cost of capital is
estimated to be 15%. The Company is considering to increase its
leverage by raising an additional Rs. 10, 00,000 debt and using
the proceeds to retire the amount of equity. As a result on
increased financial risk. The cost of debt is likely to go upto 12%
and cost of equity capital upto 20%.
You are required to determine the current value of the Company
using Traditional Model. Give your recommendations regarding the
Company’s proposal to increase its leverage.
B P aur Q W e ¥ @A § o sa% F ugel w- oo 3cdios
arell § Safeh d1g dTell ®a 3cdlelsh dlell ¢ | & T & 9iF 10 o@ ¥ &
8% FUT 93 ST & | I () A Feaaeh-Fer fr T aAeant fr ofd
gl & (i) T T T 50% (iii) Yg IRAA AT (EBIT) 4 oM@ & g d47
®H P & foT gdar gaiesor &x 10% & |
M-M qRe&eTe & AR Fcdeh B T Hod FAT gam?
Firms P and Q are identical in every aspect except that the
former firm is unlevered while the later firm is levered firm is
levered Firm Q has Rs. 10 Lakh 8 percent debentures
outstanding.
Assume -(i) that all M-M assumptions are met ;(ii) that the tax rate
is 50 percent (iii) that EBIT is Rs, 4 Lakhs and that Capitalization
rate for Firm p is 10 percent.
What would be the value for each form according to M-m
Hypothesis?
ar FFafar g, i [ @l a1at 7 v @A §, Fad gElr T & Jremar oar
& et avor & sraefeha 8-
There are two Companies which are identical in all aspect in
terms of capital structure as can be observed from the details
given below:

P LTD (Levered) Rs. S LTD (Unlevered)

Rs.

EBIT 2,00,000 2,00,000
Debt 10,00,000 Zero
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Rate of debt
Cost of Equity

10% Zero
20% 16%

TH. TH. IRl T FAET Fd §U Gl hoediardl T Hed Ald HIfov |

Calculate the value of both the companies using M-M hypothesis.

14.9 Hes I
Pandey |I.M : Management Accounting
2. 3Iard. TA. IR . Gt oTgiehe]
3. Saxena , Vashist : Cost and Management Accounting
4. Prasana Chandra : Financial Management
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So1s-15 : Yol Solcod-1 (Capital Budgeting -I)

sHIS H FRAET

15.0
15.1
15.2
15.3
154
15.5
15.6
15.7
15.8
15.9
15.10
15.11
15.12
15.13

32T

SEATaST

Joil Sofest &1 31 U9 IR
Joll goleeT & 387

qolt Sofee dr A& faRIvaR
qol =0T AT ot IR & TR
GoiT gsteet T ufshar

Yol Sofeed & Hgccdqul Tceh
Joil Joteet T Aged

Yot goteat fr Famd

AR

NEAEE])

ARG TR

el Ty

15.0

387

SH AT &l Ygal o 9ATd 39T 5H 9T g grar foh-

Uoll Sofeet &1 31 FAST Fohal |

TS 39HA & T Yol Sofce &I 39T & ST Fehel |

ol IRANSTATHT & THRT I SATTHRT &F Fahall |

Goll FoTeeT g AU STel aTell Ufehal ¥ 37a9Td gf Fehal |

ol Sofed T TFRET 9l # fFd yeR fAvies & aa §, 9
el |

Goll Joicel & THT AT aTell hioasdl 37T SaHT HHATHT Sl ST Tehal |
YSeTaT T & fARE0T € YR ST Hepel aTell WOl & 3HIeTd &1 Fandl |

15.1

YEATIAT

I & %o Tl & v Acda gare«r fr 3maegsdr gdr & S
3T, FOTYel IT 3UR GaRT Uied fRar AT § | $oAr faferer arep wa
TR gEafeadt & fRar Smar § | are gFdfeadt & fafaer ag sag & Serenr
AT TEAT & ATHIA U ay¥ Fr 371afT H Urod & ATdr g, Ad: Sog IIT
g Y HET AT § | B JAT IAT Fr A v fAaEer Afdes
frarcr® sorc doeY fFar STar & | ®mrl geafeadl A RAfader ag <o @
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e arer TEar # vk F AE auf F ured giar & | R o swawr fir
SrehrellsT Yoft &1 3iftenrer REAT 3egi Tedicaal # _fEfoid gar § | Tl
Frafeadt W fRY ST aTel o3 &I Yol oIF gl Sl & | 89 0T &
Hedld TR FFafeddt & HF, aAdeiaor, mygfader, gfavaras, =50
deheiteh & [deprd, WIST U9 31qHYT, 3¢ W T S arel eaF 1 |@fFAfad
forar S & | A geufeaal sgaErT S MUR YT Sl §, 3d: Se¢ erdnerd
AT IMURIAT FFIfedn gl el & |

e gl @1 e a1 'Rl grafeaat # Rffea @ar 8 3 a8
HEeT ¢ 6 W oq g W @A A RY S | fREY o YR T ATl
AU Sreieptel A& AT 3(STel, 3cUIGe &THACT, 3cUlGel ThEA, o AT U4
USHIR &7 ar 3fe &1 gonfad war & | 30 ufa & yayust &1 Ig af¥ca g
STar § 6 qoieTd o3 el @ qd 30 H63 # 38 YR A o o
AT SHTAHA ~GeTdH & TF Holell T JeamT ehasd | Golt IolesT ddheiich &l
UM I TSUF 3T Gl H fAdgsd Hell Hifd R THhd & | Yot doles
et T 9 daelih & forad eadid Yoera e & wwed el wa
faeredl &1 fazevor & §99vs e a1 3a@X &1 gaa fFar arar & | el
SoTee deholleh T HERT-379T AAT & STl ST § | 38 dehelled & Yol &7
geth ol &Fd ara €, 3 30 'l saw faviw (Capital Expenditure
Decision), TIRY Feqfcadt &1 AT 30 doheiih & MR W Far s 9 g
3 TR gFEafeadr & 999 (Management of Fixed Assets), Greeprellst
JoieTd <Iai T YeY U ATEIH & fRar Sar §, A Yot @9 wew
(Capital Expenditure Management) a1 ‘deseia Rfeger @,
(Long Term Investment Decision), fafse aR@eer & Ao & 3uarer
I I & FRUT 3§ 9RIASET Soead ARt (Project Budgeting
Method) 31f¢ amAT & 8 ST STaT § |

15.2

Uil dofcd & 3T Td IRAT  (Meaning and
Definition of Capital Budgeting)

doll aofeel Ueh U Yeotdhid dehelieh & foldep! Edlidd Yol <Idl Td 3eteh
3G W AOR e, 39y WY« 8 Hafcad RS $r deern
Sl duT 30 fRaTfead #e & fov gAeT fRAr ST § | s8H 3T weE
gReTeIT AT YR § -

IR, UA. Tl & IER - ol doicd Yool ganr fazam & a5 3Ra
ot & forw ARl 78 75 o wufeadt #r g § oree afdieer &
AT o o & g$ ar # |
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ared & g F eeal H - ol Fofee SFdTad Yol 0l &l Sefa T Sefenm
facd 99T el HT Greehlolle] el & | "

aRT Feds & IqEAR - Yo Foied ¥ IR o <@g [@sedr & 359
Hodihed, AT TAUT 3HeIdclel I FFUT Gihar F ¢ |

FT TT W F IGAR - Goff Jore fFdT soic 3afsr & wrl gwufcaar #
AT vd cg & v s 715 At w1 gfafAfc Far § |

fAees To. W & wsal A, - Ol Sofed @Fdfcddl & fow gar &
e & S snd 3afaat & gyeard grea ghefr |

IR, . T & FFAR - GG IF Tofed 3uaey Goif & e & fdiee &
Traeyd g, TOaer ®F &1 SrHdelld aeieridlr I ARedd e & o
geT fRAT ST § |

AYROT el H Yol Solced & 3T 3d 9Bkl § @ar g, foad 3o
RIS H G IS AT T A F SR A [y for Srar &, Sedr
AT UG M9 Srehlel s 363 T4 e gid @d § |

$H YR 3udFd IRATVIET & T § fF IO defesd UHT GOUHT daelid &,
SaF carRT 7 & SFe a7 # FAREIA T F 30T T A
fafeer gedrat & 359, Hedhs, Ao, gads dae gfssamsd & qot
o Srar & |

15.3

Usil §oiceT o 352T (Objective of Capital Budgeting)

AT T H Goit goled fAeafai@d 33T &I wiied & o frar
ST &

it et & fav faed sgawm (Financing of Capital Expenditures) -
Joll Sofeet & Uaed &l 39 a1 HT Tgol F SAADPRT & Tl & fob Fa fohdelr
IR F Yo faferdee e gen | Oed @8 & yeeus AT § 39 AT
& fov 3R e st & Fd § | U1 X ¥ 398THd HA e AT
gl

wafAear fAuia @1 (Determine of Priority) - Ysft doiced dehsileh
YA R AT IRAGABNT Al 3ohl omIvedl & HJAR TS A H
foeafia forar ST Ahar § | 588 Yae &l IRASEST & de9y &7 OEgd
STAHRY UIed @ & FATI-ATY 3 GEAT & 39ANAAT T AT & HH
T SIRRT el ST & |

it =g9 gRAsen &1 Hegisa (Evaluation of Capital Expenditure
Projects)- gl aiced & YHW 32T HEAA & FHET 39cled faffies
TEdTiad Yol 0 IRASTAHAT T Hedihed AT § [oTad doTvE IRASTATAT
& T H HY W g T |
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Hawme Aol &1 fRAwor (Analysis of Past Decisions) - Yo asicet
& dgd a1 3afy # o 1 vt & fAeeivor &ie Ig qdT oA ST Hhdll
g fr 9 oy =gl a& 3uged & U9 39 919 & €I A @d gu e Aty
forr s € 1

s gt & gIam (Safety From Future Losses) - i dsfes & 9
oieTd o3 T faeqa 31eageT gt ¥ A1 Shi@aAT ug JifafRadansit v q@ &
& SHRT & ST & | Bold: I&TcH® HEH 30 3o AT gifetdl ¥ aar
ST el & |

T gFafeadl &1 Hedida (Evaluation of Fixed Assets) - 30 daelldh
H TANT A F TARN FFAfcddl 1 FAI-GAT W Hedidhed gidl Tl g,
S Frael & Y & g8 9d= & ghawr wh & @ g9wy & adA@H Jog
T STARRY 8 Fa-ehl T B § |

#H=ag (Coordination) - §3 TTAA & Heddid HRAT F AFegraor T
fear Smar &, freg Wt FEEUT @9 S AYY EHead S 1@ A
EeTF BT § | Goit Sofead & Aed & Affies fQomet & G o9 &
Tl Tfd fRar o aohar & |

it gl W oyl fAgeaor  (Effective Control  on  Capital
Expenditure) - it dtead H 8 37 Jotel & AT & aRAe=r W Y
ST aTer &gt & fow sofc & AT R anar §, e aeafas e #r
@ FuiRa a3t & goer e e el garr fFd Ser arer 4ot et
W THIGHRI e iTeA0T I@T ST THhT & |

15.4

Uall dofeed I A& faA9ard (Main Characteristics of
Capital Budgeting)

ISl dofeed Aoy sgqar & d@Aew Aot @ et gia & 3R 3 Aol
SYIATT & TI-TATT AT HaAT & dfasy o 8y wnfad g § Fife s
I Ui & fafaer Serer & fAT glar § | g sofed i g fAdvart
T JaR ¢ -

el wsmd (Long Term Effect) - Yoierd uRASAR oga@mm &
AT H5 INT FI 3oTAT HI JHITAIT FAT § | 361807 & ol 47 & AT W
7 F gfaeede & Faar H B anTd §¢ Jar § | Ieiera fafaaret &
T & Anvear o el fRufa giea wenfad @l § | sas ' &
TS 3T TEAT T ey o & T omdr gean3it W 3nfAa g Sar § |
37 3o fafaien & 921 Taemer & e T ATaRTShdT gl ¢ |

T ufr &1 [/AFAWT (Investment of Large Funds) - 38 d&ellsd &
A § -9 IR F IR F [oy Ry ST § 7R 37 A e §
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T Al | GEATAT FT ST RIS H 95 HN &1 =T gar &, 3ra; it
T FA Folce RIS § |

3. ga=eA® fdRaAYor (Comparative Analysis) - st solcd da@elld &
e ordr gy T Affed A3t & omeat e genfaad ame &
JoleTicAs faRewor fRar Sar § | g8 eadd faffes aR@sremsit &
fhafeed e & fRa=-fhae &y o@em, I8 SeiRT 8 grea fr S §

4. st Goit fAder Asreat @1 srewwe (Study of Future Capital Projects)
- ol Sofeed 9fhAT & 3eddld €T T [Affied #dr faer At &
favgd va e rege fhar Sirar § arfe I vt fhar o @& o sl
IRAISTAT TS § |

5. favkr &t@m (Decision Marking) - §3T aRASABT &1 JoledlcA® e
A & gearq Ig A frar Srar € & sladr aRaeer & Rfadee s
g | Jf% I8 Uy e d% NG STAdT §, 3d: IRl # dRd Td
gIcd o1, 3UclsY HHIYEA! I AMET, A o I AT, AT fAder $r
TERIHAT 3G W IS AR = & vty o ser aiRe |

6. faviw smRadsi@ (Unchangeable Decisions) - car@arfde T&a= H qair
FotesT Feaetr ot g 3aRacsiT ga § | & aR 4o e e
TR FT & 916 3HH IRAd HAT GHT Tl oidm & | 3 Golerd faferer
& oy # et Aoy oer scgea 3maas § |

7. waife &fea v (Most Difficult Decision) - ¥ favia #fasy & degar
FRAT TAT 3fH, Toifae, deheidh HRAT W IR I & Seter Fedishet
QU Y& & HA HGEAT 3cded Hidel @0 gIar g |

8. qolt &=« fade«r (Capital Structure Planning)- 4ot soiced &g &7
garT S Ty A FAFHER A aRIFAT g & T Gl i awrd va
ol T T & ITUR A fRar Sar & 3 ol e e Fad: & &
ST |

9. TRt Rf@AWT (Permanent Investment) - Uoierd 9IRASBT
fafafoa ua o Tarh R § | o a) v e g & s oer
FcAQUT gl & 398 U1 ed aad g foldl S Tl & | 37 0T &
aRoTeTasy TR st gar @A, Had R, sarer anfe A s ufer
AT G gsaY & | I g aifea aRonmea o ¢ a1 38%e gf o
ar 37 TUR <Al HT WX W HEAT I ARG B THIAT HEm M
FAATqde Tafeidietel 3T Yol dotesT 3aede & |

10. sfafRaaar va Sif@A (Uncertainty and Risk) - &reereiter fafaaier ot
T IOl eudeld Ul & 3Re forga e § i T ar &«

348



ATl 1 gerTa Aref a¥ & $ e Aok W&o § 3N SeTehT g HT Xedd He.
AT AL SIMAT AT FHhT | GEY, 3o IRASHAHT I JHTG HEMAT g asf
dH @A & FROT 597 HfARTAar vd @A 7 31+ grelr ¢ |

15.5

ol g a1 Yot 9IRSt & 9aR  (Types of

Capital Expenditure or Capital Projects)

(i)

dolerd &9 @ aced egaarT A Y A a0 geEed @df § @ § S
SIGATT & Sraahlolld AR 38T &l IItd il o fold v ST & | 3T @ar
d URFH gl arell IRASA 3T # gfig Fa arell (Revenue Generating)
3uTq O fafaael & e & addaa 3T 7 ofg & 3¥ar anerd g arelr
(Cost Reducing) 3712Td IddA dFETd H HAT ol dlell [l 39cTe] &9 &
orer & iy g @, el oft v Y g et § | ¥ RIS Peraa @
hell § -

adt aRASE™ (New Projects) - &=t Tifda gl arell w & fA, a4,
Collee, AP, T H 3G W oleTd &0 & 8ld & | e 3o o
BAT # TAfESleT JUH IR BIAT § 3 S IRASTAST 1 Iugeraan 1 oy
URT: 3IRERIAr 9 3MeRd giar & |

(i) wlaeagsr  wd  aygfadetor oRAeEd (Replacement  and

Modernisation Projects) - #fel &7 TeMaR G319 el & d oS¢ g S
& ar Shofefiel sraeer & ogT S § | g AR AT @ @ A weg
free &Y a5 AT & 3T T & FROT Iy & Sy & | e ar Ay
# A T GEEATTe RIS Bl § | o Aoy #fet & o &
YdTelel AT H gl dlell Sadl JUT 386 3cUiced & HRUT YIod gl dTel
JTAaRSFd THT F1 €O H W@ FAT AT A1fgT 1A Seg ARIAT A HaAT
T drel AU (Cost Reducing Decisions) &gl ST g |

(i) RFar IRASE™ (Expansion Projects) - @Te] cdad &l GFdR &l &

for Fanfad 1 S arelr aR@EsERt # JEarR aRAs= Fer ST & | T8
farar oA &1 TR e Je & fou, RAegAe sAar & [Rear & v ar
T 3cUE, AdeT SR, 3ifaRed @AAET & @& & Thar §, 3 S8 I
# gig a1 areir (Revenue Generating) IRIAS &gl ST § | Sadehr
3ugardar &1 Aoy fafaier & amra vd 398 3T gl are AR et
F YR W FAT AT § |

(iv)ar vd Rem R« (Research and Development Projects) -

TEIEAT GaRT 3curfed ae&g3it @ fhed # FUR, 9Radsd, Al # gRkade,
fasra Hada, vfaeael # s T 8q A9 feamsd, &R, Asqr afe & fav
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SRMAR QAT UG fdehE &RY &Er Sl & | 30 &g S IRASET St S
¢ 370 Ay v faE IR wEd § |

(v) 3curea vd gfpar fasm oRASE (Product of Process Improvement

Projects) - & 3cural &1 far a¥a 3ruar W 3cmar & fA#ATor dr gfssar
A guUR e oNTd HFH el YAl o T & 3T § 5F Rg M
IRATSTAR IRFEH HT A & | 5T IRAST3T #H Alg 57 & A== F
Sl el i aRASTAT &7 317l § | FeTehl Iugerciar ol A0 8T o
A fIaROT & YR W fHar Sirar g |

(vi)3=g gfR@s=e (Other Project) - T aRASET ST @¢2m & Ho 38T

(TR aT9) ¥ JcIaTd: EfUd el gidl g, fhoq SolahT fohaleadel faarrar
#H 3ryar grAfSs a1 durfas giffca & qfd &t & forw fohar Srar & |
IRASTATHT T 3cTET UG AHGIRAT R IUcTET FT & qgel TG IS &
saH fArafaf@a aR@ead andr ¢ -

(a) wfassr gRASAT (Prestige Project) - Seidr # 314@r Igeht T Thoe &
TEar Fr gfaser & fov Sl fe@rar o 3ravasd g § | v T gl
Rl Hae, AfAfeE ar glaurged fawa At & fq#for anfg &
& § oo gear $r gfaser & gig gt g |

(b) A1 wa yfraror gRASEC (Education and Training projects) -
FAARAT H FRFASTAT H FUR, 3G dehelleh, H el H dehelleh,
fosrT dada 3nfe i IRt & for daifTis va afeor FRiwA Tom
ST & |

(c) FHTY Feaor FeEC (Employee Welfare Project) - sifAei &
NG A 1 @S A & v g aRIST FAIR FHedmor
Rfercarera, Rrator dwar 3nfg &1 AATT SHamr |

15.6 Uit &icad  #I  UfshaT  (Technique of Capital
Budgeting)
EAERe GEUET # Gl 9T geic el A HIS GdATg A ag §

Fifh 3cUTGsT TEUTT UG IaoTehl IRASTATIT T Iepfd, aifesd fafamer dr ufy,
wrafAswar 3G 7 et gy € | eI T J81 ®F H Yot doied &
foreer gferar 3garlt S § -

gedmal &1 3ga (Origin of Investment Proposals) - 9ot ssieet $T 9fhar
HT Jgoll sheH fafadieT geamar & 3ga & IR gl ¢ | SIaards el
fafaier gEarat &1 3ga I1 AR gaey & Ry off T W Ir 81 & S}
d g har § | G T 3Td Yee¥ g [9OR o Fhdl g AT EAH H
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FRINT HIS 98T A %hardl AR, BRAA Folgy, 3fe T R 3w gaer &
GHET @ Fhdl ¢, o W 3 far fhar Smar § | A, g9 9 gafesr,
fasa AT, Ay v Rew Teuslt @ i [JffeT ger dr aRAsest
SRR AN T & |

. YEamEl F GFGARIOr (Presentation of Projects) - 3uded gEdwEl @
faamei gave! garr 3RT oy & IR A1 S1dar &, denRaa 3¢ ol a1
Ao WATT & @\eT yegd fear oren B, fowd wweaa: Hefaiad
AT & S § -

o ¥ &1 ATH

o UEdE &I HAF Td WFAd &I

o UTATAd RIS FH 3327 TG faavor

o URASAT ¥ UIed gl el FHTAT T AT 3T

o g # fAfga QAT 1 faawor

o IRATAT B IHATTAT ST 3T aifs Fafarer

o RIS F oFT dTel TAT

o IRASAT FT Sfdel Frel

o g TId Ud T Hr &

. wEdmal Y ST (Screening the Proposals) - et sl ganT fisr &
faferier gearat @ ot @fafa qanr mw@us & ST & S § | F% AT 3
Yot IUT dofc AR garr ®ifia AM-gust & 35gaR F S § | S
afafa dEdr § & edT 8 & e e SRI%AT & HJAR § a1
eI T TEAT 3 TAHTEN H 3ecels] dl 3cUeed Fel hidl | FEAT Sefehl fdect
SYIEAT A Fehall AT o181 | o7 TS Tl W IR A & d1¢ 5T g&dmar
3YYF U AT § 3eoferl 3 3R feeiwor famar Srar & |

. aR@S=T Fegiwa (Project Evaluation) - sefc afffad garT gearar $r sra
& 3Wed Yol doic Uihar # 39Tel weH [Affies aRSTanatt T amsrvedr
T Hehiehel HEGT & | 3HF AT (i) Uhs Yargl # Al TG SAETal 1 3feATT
TAMAT AT (i) IRASTAT H WP arel TAT & HUROT (i) IRISA31T Hr
3UGFAAT el & U T 3RT AMICUS &1 T FAT HARTF § | Uhs
YATEl I Hedised HTAT HARTASN W IR aar & | 37d: Feag @A Hl
AaUTAgs faRevoT T AT aur faffiest yaR Fr Sf@ar & fov waiea
IS HT Aifew | Ife 3maRass g af 30 A« & fARwaAr &r I o of=r
TART | IRASTT & Hediched & U e AT &1 gaer fohar arar g,
ST 3Ter 3ty & OraR ¥ foags fhar ar & | O e off fafr &
Ser foham ST, foTT SEAT & S6IR Hod &1 HHaH Ha & 3827 &
& aTell gl AT |
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5. gRAs«r &1 a3 (Project Selection) - J9 Affee aRIASAT #
ATHEISHAT Hediched AT ST § d9 397 § 37 IRAS3H #F 33 &ar
ST § S 3eTfies 3rar Hemayg gl & | S SmHeres IRAGER S S
¥ 3 O TTAT F UG 3Ty BN F TS U AT IRASst B
& q@ fuiRa grafAwant & @R gar Srar 8 | B Hr arifAwad e
HRT FAAT G HT-37c09T Bl & | A WATASAT are 3ar 3T afk&ister
A o QU e, Ifaeurded gRASTAST & TEHR e, AR H HAT ofled
arell aRATABT A TSR FA HYaT duifas HORISABT A W WA &
T H g Fhcl ¢ | 37 IRASE3T &g o I arer vy @ et amert A
anfoa frar Srar g -

a. Tgd-aFdea AU (Accept -Reject Decision) - § 9RIAS™
TF gEX A afaeadt T8 &, e v i ThFd 3T w7 Epd @ &
TE Ahcr &, TIAT INATAT Fgedr & | 3 IRASTAINT F Few F
Figpd 3Yar rEdigd Aok o anad § | iffies aRAs=n3it & fagewor
A F g ot IRASAT RUIRT AGeusl W T 3R &, 378 TR
R forar Srar § dur Ay oREeEst & R W fear arar §
AHATT: 30 IRASAAT HI THHR HAT ST § AT I3 X (Rate
of Return) Yait & @ertd (Cost of Capital) & 3ife gl & |

b. W¥R 3vgsit vk (Mutually Exclusive Decision) - WR¥WR 39asit
Aot &1 3mey 39 AT @ § S R vk uTdE & Ter & o
S W 3T @l gEdra e g o § 3T el s i et
3T dfeusds &l i Sfar o oS & 1 A AU 3§ owEy
HAgccdqT &1 S §, S« Fipd 3Edgpd WU & 3eddld e d 3fUs
gEard T gl | o RUfa & 398 O gafcad &1 93T R Srar §
3 Hafead fased & FIpla Tad: & 37 fadedt & fadged &2 &t &

c. Yolt AN\ fAviy (Capital Rationing Decisions) - Ysfera @me=t
H WTATAT & HROT FHT AHGIS IRASTAN T T FAT HFAT AT
grar | % RUfy 7 aReeer f G & aea & Teast 7 we 3 g
fuiRa & Gar Sar § dcnard, emevear & MUR W yEdiar & H
var fhar ST § | S gedra 39 Ui #e 3w foeg i @ &7 s
S €, 378 TR #X foar S &, AV 3Edpd W R s § |

6. 3faA 3IgAEGT T Yt @€ dIR &  (Final Approval and
Preparation of Capital Budget) - 3ugerd Ud @eg RIS & °9del Ud
TrAfAedr fFUROT & geard IRASET & gEdEl @ AR eHeT & fov
HaTelsh HAUSH & HHET WEdd fohdm STdr § | HaTelh HSel ganl 3] aig
T A & IR AT JEATar HF Tpfa FerT i S & |
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TATedh ASH & HeFAlGeT & TRdTd IRASTT & ai¥e Yol soic 7 enfAe &
forar Srar & | faed faomeT gant aR@een & fav soe &1 3mded, 3af arR
AT &3 T RUROT qur gelt Al # SAe # @A gU Yol o397 Sele
IR R Sar § |

it a9 #f Tipfa vd BFamaaa (Sanction of Expenditure and
Execution of Project)- f&cd fa#mr gart 4ot a7 sofc &1 AT & &
T fafdesr ummeast = 3@ a9 & fov sfUgd fFar srar § & 3 3o
faomr & fow Tepd faftse A9 W 39 af 7 FuiRa I @ &= a@a
¢ | dguid fasmemede IRASTAT & fhaleadsl T HAaEr YR Al & | 36
¢q RIS # Rt @l F RSa R e ¥ | ged F@r ae g
& fAURoT fFar Sar § | 38 3HgER F IR X adiad o9 faRar ST
g

fasafea weftam wa 3rg@dsr (Performance Review and Follow up) -
ded A ARG H fAsdica T 3HE Siad HoT A TT FANCT & 9
arEdideh fAsuTesT i Fofe At & Jofell S HART &1 Sl § | faeror dr
SRR GTed & 3efeh HRON &1 IdT of@IAT ST & | 3Maedehel gl W JAT
H gMys R Srar § 3ryar anrg AEEer & v gerdr s 3 I € |
W A b fIv v gegdieyd uihar fAef@d w o =gy foad
GEFAET & YE Bl F Y AT GETGATT dehelieh I GURSA H oY Hgrgar
IGEE/IN

15.7

Joll dolced & HgccdqUl gcah (Important Factors of
Capital Budgeting)

Yolerd fager AT amIg td 38% Gekawd Ueg AT e A I )

R wxa € | Rfeea o cag uwarar &1 Aeaiha e Fdfcdd faweq &

TIT &g Yol Foiead &1 fREr off Gobeller &1 AT &l § qd faeAifehd

AT HT HTTTRAT Bl & -

gg Rfar ofr sar dwz sfRdl® (Net Investment or Cash

Outflows) - Ig dg TR & St Fe aRAser w @ $r ardr & | 3T 39

IRIISTAT T SPTd Hhel ST ThdT & | ST 0T fAeAfaf@d alie & &1

ST £ -

a. Jdier gRASET (New Project) - adled gRAGTET $r gem & fafadiss
Tfr STa R & o @Fafcd & aPd # Fodfcd T At oo,
AT g e W 3T I, AW g vd AfARed s ERRle
goit @ 8 Ser S § 3T a3 weufeqd & Aes sfga® oo

AFATER T ST &

353



Computation of Initial Investment or Net Cash Outflows (New
Project)

Purchases price of New Machine / Project | .
(Including Duties and Taxes)
Add - (i) Installation Cost |
b. Insurance & Freight |

c. Net Opportunity Cost |

d. Additional Working Capital Required | .
Less - (i) Investment Allowance | L
(i) Saving in Working Capital |

Net Cash Outflows | —

b. wfaearger g (Replacement Project) - Sid el ##qicd &Y
AT @Fafed ¥ gfaeaiia fFar Srar § o s sfaeaas aRaseER
&gl Sl & | 3o IR & Vehg dfgalg & aorer g $r
ST &

Computation of Net Cash Outflows (Replacement Project)

Purchases Price of the Assets (including taxes and duti€s) | ...
Add - (i) Insurance, Freight |
(i) Installation Cost |
(i) Net Opportunity Cost (if any)

(iii) Increase in Working Capital

(iv) Increase in Tax Liabilities
Less - (i) Scrap or Salvage value of old machine | .
(i) Investment Allowance |
(iii) Decrease in working Capital |

(iv) Decrease in tax liabilites | s

Net Cash Outflows or Initial Investment |
(2) A€ VFs eaa® (Net Cash Inflows) - IRASET & FROT AHs #H gt
arell g i & g Uehs Headig Bl &, 3§ &H Yg Uhs ot 3 &g Fohol
g | g I8 A@ishe omeT 8T §, Fifd J@ishel o Fr AU g IS,
3UTSTell &l €A H W@ §U &1 Sl § | SIafeh (s Heddig § 3WRE g4
@ fheg X WA T Fhg 3T A § | I W A I N wid H+
Y, e & AT, Gee X gRard o $r aoEr & o gger
TN ST &l g, ol ot ot S5 ool TfeT | A Uehs IHecidie IRANSTAT &
SHastrrel # gfday AT g hd § 31UaT T a¥ ¥ gak ay # gRafdd &
Thd § | W8T H Yg Wed TR & 0T g AT THR aergraehdar faawor
FATIT ST ThTl & -
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(a) Profitability Statement

(New Project

Decisions)

In

Revenue

Annual Sales

Less- Operating Expenses including depreciation
Earning Before Tax (EBT)

Less- Income tax

Earning After Tax (EAT)

Add - Depreciation

Net Cash Inflows

(b) Profitability Statement

(Replacement

Redaction Decision)

Project or In

Savings in Cost (Due to replacement)
Less - (i) Additional Depreciation
Any other additional cost

Net saving before tax

Less- Income Tax

Saving after tax

Add- Additional Depreciation

Net Cash Inflows

feoqufY - IWiTd RO § Tose § -

Increasing

(i) 3fad a¥ & VFhs YaIg & AT Hd AT JIFd I T5 HRIMA Golr Hr
ufr o afFafaa & TR F=ife S g Fle G R & w7
URTEAF FIS F oS 7S A, F aRASAT FACT @EN A T @ e

(ii) TaegaET wFufcd & foshr @ 9o Ushs 3AfASC AT fAEAROT Hed &Y

30T 9¥ & obg JeadiE A BEATIE AT SR |
(ili) Y TR T G awe T A @ § Ud o T ot & fw anieg

AT BT §, 37 AT Fgelldl & Uehs Hedigl i A0 Hd FAY FoT 37

AR Y €At F AET @ ST ¢ |

. FE-AH® & AT Jifdd Y9 & (Cut off Rate or Required rate of
Return) - #edd Yedig & g8 eI gl § o ured o gl X fafaamer
YT I IEARR Y oA S| § | FH & P ATl HET & AT
Hed T AT FA TF GEAQ HT AHGIFA AT FA ¥ Gl § A 59

T FY Gl Fr e eera o Fer S ¢

. R &1 Sfaawrer (Project Life) - 9% aRAS=m & e fAerfaa e
de 3T 9 gl T 3R 8Idr & S RIS FT 3MAF SliadAdrel hgardr
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10.

11.

gl Shaeshrear &1 fuRor aREsen &1 wefd, @Fdfca & 39der, FHad
ThellehT IREde, IEIEE 3¢ dedl & €O & @a har Jar § | I8
IRIISTAT T 3RS Sfiasterrel glar & it $ifae Sfiiasierer & & 37Ydr 3’86
g Hehal § |
3uasy Y (Available Funds) - 4o 3 Al &1 @€y o e T@T T6
e a7 & RS ¥ 81T § | Ad: IRIASEAT & THER Flel 1 &0
HEIA & 91T 39y IT 3T glel dlel HATHAT Pl €T H TGRS el
IRT |
IET @R (Opportunity Cost) - 3GEX @FId dg 3T § Sif HINT &l
3g Tl e X ured g Fehct Y | ol I AU A e o
F HAgcd § i T ~gdH YA &Y HI 0T S FAT SHEHT
HTGRIHAT BT & |
Iygad ¥ @A (Risk of Obsolescence) - IdAT H dgd oot ¥
el aRadat a1 e & FRUT ydafold 3cdieel fafear, #efied, 3ueor
vafad 81 S €, UF 3 TU Adie faftan, aie o ot € | 3 vey
FI IRATAT TR WA F qF ATl H ANEHA W TS § fF@aR & o
afeT | W aRES F GAr o R § ES I waf w8
arfes amerd & e agel & dh |
9§ & SR (Type of Management) - Jait fafaiser Aok gser & @
W AR a=a § | AT gey amyfas wa yerfaRier faaRumT &1 § o @er A
ey vg farT RSt @t Neaea far sem | sae A ey i
Feardl faRyRT g W WREd Rt ygea & el | a8 [fedss
g AT A SIGT FAGed gl 1T SR |
gfawaedt Y sgg T@er (Competitors Strategy) - gfaeasdt v egg @ar o
o fafaaer fAvie o w9 Agccaqet sfAe s wdr & | afy gfowwdt
GaRT 3cUlee g 8 AT Tellee FAMUT T ST § a1 ey va fdehrd g@rr
3cule T IPTEcl H FGUR FhAT S § o foumehe d@wam ar sl e
31fdca S @1 & T UAT & AT g |
37T FRF (Intangible Factors) - 4ot <@g v &ad e et &
IR W A FY s & A o @ @@ R e gedl w o faw
FEAT BT § | ol 75 IRASTAT & GEAT H SR FAANRAT F AAdel RN
FIT TATT ISIM? TEAT I T W SHBT FIT THIT gHN? TIHRT Alfaar o
ARSI & 3efhel & IT FlcdRel? HHATE 4T 38T AR HIM?, 3TMe HREI
Al o eI 7 I@AT ARTH |
TR 1 U (Market Situation) - STOIR & 3carg &1 AT o Erefepreied
RfvaoreT Mot & Agccaqel sy Memh ¥ | ARy ol qefeper & T gar
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12.

AT & o e # 3cug 1 fAEgd IR § @ adie o fafeiere @
faoTr 3raey for s |

T Aifa (Fiscal Policy) - &R & & Aifdar aur a3 fafader @«
ge, fafader 3ma X ge, s Eipfd & fafe, & i a anfe T
foTat @1 wenfad w §

3e1gI0r (ILLUSTRATION) 1 :

Anubha Ltd. is considering the introduction of a new product. The
firm estimates that it can annually sell 1, 50,000 units of this
product at Rs. 20 per unit. Variable expenses to produce and sell
the product are estimated at Rs, 10 per unit. It will also involve
fixed costs of Rs. 2, 00,000 per annum.

The plant to manufacture the product is available for Rs, 20,
00,000. Further Rs 5, 00,000 will needed to install the plant. The
life of plants is 10years. A working capital investment of Rs. 5,
00,000 would be required in the year of installing the plant. The
firm uses the straight line method depreciation on plant. Assuming
50 % tax rate for this firm, you are required to calculate-

(a) Net Cash Outflow (b) Annual Net Cash Inflows.

1 IfATS T F1 3curg S e W AR & W & | ST # 3gA
& & g 59 3curc i ufa a¥ 1,50,000 s&HsAT 20 T Ui SHS & T A
99 FHhdl § | 3T & fAA0r ud o A qRadeehe <o ufa see 10 ¥
HefATia fFd a1 § 11 38 2,00,000 9 9 a¥ TRy S99 §f @@
3cqre &1 AT s F AT @93 20,00,000 ¥ H 399y § | 9%
AR 5,00,000 FGF HY @RI 8 FEAMAT A g BNl | FIT ahr
10 asf &1 SNasdhad § | I N WO g ¥ H 500,000 FF FHr
FRRfer ot & fafater $r smaegerar gl | Fer §37 o el Yar wgfa &
g 3afaf@a & § | §8ar & 50 faerd e $H aT AT §u 0T
CAIC R

(3N Yg W3 afgdTe () i Yg AF3 eddie

gd (Solution) -

Computation of Cash Flows (New Project)

(a) Initial Investment of Net Cash Outflows Rs.
Cost of the Plant 20,00,000
Add : Installation Costs 5,00,000
Add : Increase in net working capital 5,00,000
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Net Cash Outflows / Initial Investment 30,00,000

(b) Net Annual Operating Cash Inflows

Sales Revenue (1,50,000 x Rs. 20) 30,00,000
Less : Operating expenses :
Variable Cost (1,50,000 x Rs.10) 15,00,000
Fixed Cost 2,00,000 17,00,00
L (25,00,000} 13,00,000
Less: Depreciation| ————
10
2,50,000
Income before tax 10,50,000
Less : Tax @ 50% 5,25,000
Income after tax 5,25,000
Add: Depreciation 2,50,000
Net Annual Operating Cash Inflows 7,75,000

38T (ILLUSTRATION) 2:

Naman Limited is considering replacement of its existing machine
by a new machine. The existing machine bought a few years ago
has a book value of Rs. 3,00,000 and it can be sold to realise
after tax salvage value of Rs, 2,00,000. It has a remaining life of
a five years after which its net salvage is expected to be Rs,
1,50,000. The working required for the existing machine Rs, 2,
00,000.

The new machine costs Rs, 10,00,000 .It is expected to fetch after
tax salvage value of Rs, 5,00,000 after 5 years when it will no
longer be required . The new working capital required for this new
machine is Rs. 3, 50,000. The new machine is expected to bring
a saving of RS, 2,50,000 annually in manufacturing costs (other
than depreciation) , The company’s income tax rate is 40% and it
writes off depreciation by straight line method.

Calculate the relevant cash flows with the replacement decision.

J7s fafAes e RAegAe AT & a5 7l & gfdeued aa & g
W T | Regas aha O g af @@ @ller a1, &1 gras qoa
3,00,000 &9 § 3R 3§ ST« W N 9291 fA€aror HeI 2,00,000 &
gred AT ST ThdT & | 3T AV Sad Fid 5 ¥ § ‘oI 9 38T
fAEIROT He 1,50,000 @ @Hifad § | faegdAeT #AMea & faw smaegs
FrRRfier Fefad gair 2,00,000 T § |
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A #fA Y @merd 10,00,000 FGF § | 9T a¥ gRTATA SIS ST ITaRIRAT
T8I g 9 $HAT T RAT, fA¥dRoT Hed 5,00,000 ®9F grom | a0 #HMeT
& forw 35,00,000 §9F g FHRAYS T HERTRAT gell | AT AMT & arfden
3ed aErdl (B % 3faRed) & 2,50,000 T i sud T ¥ |
FFIAT T IR AT T 40 gfard & Jur g @l @1 ggfad oo S @
58 gfaeugs Aoy & Fafta Qs gargh $r e fS |
gd (Solution) :

Computation of Cash Flows (Replacement Project)

Initial Investment or Cash Outflows Rs.
Cost of New Machine 10,00,000
Add: Increase in Working Capital (Rs 3,50,000- 2,00,000) 1.50,000

11,50,000
Less : After tax sale value of old machine 2,00,000
Initial Investment 9,50,000
(b) Net Annual Operating Cash Inflows 9,50,000
Saving in Manufacturing Costs 2,50,000

Less: Additional Depreciation
Depreciation on New Machine (Rs. 10,00,000-5,00,000)/5=1.00,000

Depreciation on Old Machine (Rs. 3,00,000 - 1,50,000)/5=30,000 70,000
Income before tax 1,80,000
Less: Tax @ 40% 72,000
Income after tax 1,80,000
Add: Depreciation 70,000
Net Annual Operating Cash Inflow 1,78,000

Yot gored 3R aRAeen AEee # eaw
RS &1 3 o1 & o Y 7 e fafeer e & @ar & gur
8 AUIRT = JoUT 39 ita F O FRIFH AR & A [T Far
ST & | 3 T Rafeier smev & w@anfad aera 3R 3w i gerecns
THNET ¥ 3HH THHN Fe 3T 3RASR A & o H AT o i
gfrar aR@STe At Fgen § | ol Sefee ud g fAdiete aet &
fAaster 7 faviae & aelies &, fFeg 1 aldl & U@ 3R Refalfad & -
(1) G0 STeeT oo ol % TRio Y dwele ¥ orafh aR@er s
fafaater 3Rt & e $r deedie ¢ |
(2) Ieir sotea ur: R fagaae FFdelr carT TR ST § Siefes IRt
S th T FEwel Y TUOSAT & TEY H g Thar § yar Ry
feaa e Fraelt & caga & e IFaR wd gees &g & d&ar & |

359



(3) Ioit sotesT ¥ Yol <og faFedl & 3§ , Hediche, a9, Heqddel & ufekar

S S SEfe aREee FRee # aioeaar & eI 7 SHdT
faega @ &1 gfddes f&ar sirar ¢ |

(4) Gol-sotest A gfddes & Agecaqol g1 giar & Safe aRAeer e &

RS 9fddesT &1 3FfAFeTT Igd Agecaqor adm & |

15.8

Usil &l & HAgcd (Importance of Capital
Budgeting)

Joil SoTcel &1 HAgcd AT & o6l & o YoieTd RIS & 37T aaf Fr
el F O [(fFEr gar & 3R s AR &1 csygar fr 3wt et
W IR YA IS & dfcsw sHET Fecd RFAfai@d SO ¥ 3R o ¥ -
Yolerd gofeat & Golord @Fafeadt & %7 & O 3mawas faca & 3fa
SIGEAT T S ool & T TAT W 38 dI H Acdig HiSAESAT & HROT
ITUT 3ol oTgl gl

TE el foidiete AR A 7 Fgraar wee axar § | 3Rd 4o el &
grafeddl & ¥ aUT gdA FFafcaal &1 Pl & gur & 3R &g $r
SITARRT &l & |

Ty grafeaat &1 e e fashal T eae # @d gu A S §
HA: Yl sofed o soic 7 Gwars a5 sifaRed [Jsra afr &1 @ &
& T 3curee GIAAIHT & HadeT T FFHAGHT Hr fSeerd Ha § |

Yg AT UI: AT Iydfold FFafeadl & AT & fod 3ucey Affies
dwfous geafeaal @1 Jadicds FUfd g&he T ¢ |

IE B T FHIcadl & AT A TG Afd AR HT H AT eTeT
AT &

qolf Jofeed & e %A SR A Yollord Arer & #Aler 3R qfd & Fafa
I # Wd gU 39 fod mfeia wEufeaat & %9 & 3fd qag Ui
F THAT ¢ |

Ig oRTd "l & Rl W [GuR i & aneas g & T&dr ¢ | aerd
e & ford amyfaeds #eliel & o o o faam far Srar & |

qE HI ST AT GIET FOUTIHT F GUR F Gehed aRTd FT AT TG
AT §, AT & HA FHodoT A3t & AT 7 off Jgraes gar § |

ol gofesT g/, AT <3l U9 3y TR o3t W YeieTd oeTd & User arer
JHTG T ST H TgIIh & |

10. I ATAT HH & TATT G AMNAT & G Hr ISNITdT 9T Yhrel STelam g |
11. I8 JUh3 Folc H [P WA & [T IHGRTH I Jald HT § |
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15.9

Usil SofeeT &1 HATY (Limitation of Capital Budgeting)

Goll sofeat & AfeeT geamEar & FAeaha &1 faffes ARl garr defeas
Fdral 7 cHaiedd favewor fRar arar § e geeyw @t d@@r v o
S A GFEATGAT @Bl & | fheg Ao & fAU gged dHA & YL g
W 3o At & wéa wafeas AseT & gat Srer v 3mem @1 H o Fehelr |
Ha: Got dofed 9T H o HiSASAl Yaeuhl d A& 0T § fSieer
3UYF & HETF & | T Hisarsar ar AN Ae ¢ -

Yolt Y ARIT FT AT T FiSA - Goll T ARIT FT HFATTAT AT il
g ATy & T g2# naegedr § e ot afr e & o geg
€ ¥ IER T A O dEd FaeT ol | fheq 3@ o @ s @efRd
A J& AT I SgUT Teh HideT S giaT & | 9gd O AT &
MR W & Yol T ANTT T HFATT ST S el & |

eI &Y & JGATT Fioa . Ao & & sifasy & 3afy & fraer amr
fAeem? 58 AT e I @ g | o afasy sfAfRed & war §
AR ST & ggel IART AT §, IS F T HARGAd wd Af@H| T Fr
g | 3 o Rufa 7 sfasy &1 qaiogme o Sfea afear &

A &1 HFAT a9 Hioar - AT gfday fraem wter ggam AR fords
ast d FRAT gFT TAT I T anf aw ured @l Wl TE T o S
Jaeds g, ar fohg gedfea & fafader fear ao? g9 deeew & 3fa
Aot T a7 goar § | aEead:; s 3afEr F1 FuRer Y e wfee
THEAT |

faokr &1 aRomer sfaRea : vfaraet vd e & g1 & I8 e g
wfeed § o T 3R W Il e #r Aoy fRar sm=m § a8 a=ir el 3iR
38T & 3R aROTA #ff Aol | A §IF F FH H A & U A5 el
TIRT F el UsdY § AT ATAF 50 A dhelih F THSH Thclell TEIIT T
U €, 50 TFeey & Ugd ¥ S9Nl T A 96 & Ied fihel TehaTl & |
d AN IR geHl FT YHTG . IRAST GEAET H HEIAAS XA AT
aR@eer & Frafeud e g 0 § ot faaer ot & genfaa = &
fheq St aRATeA® AT TFAT 61, I FHAARAT F1 Adled, 2T &
%, FAes AR Toeifas aarerer e | I FRE o Jelera R_feer
fotr & Sfear sara € | Fad: Yo Sofed aeih & @t o 3 faotar
&I HBeldT HiGTer g el & |

15.10 TR

TAE FAT H e gewsal 7 Adelieor AR FErele & HROT HRY
AT 3 gle arel Yoliord eadi oX =01 agd S&l & o/ § | it gger @
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Jolell H 3Melehel TR FFufcadt # faferder sgd o¢ =m § | 59 Qi &
FETA Fr o AfF 3R el Ivear yIRd gy & | 3T 39 W
ARG ?? SR & M1 | 3H &g YU AW Yeherd At W fAgor dr
TF JOTell A1), X Fhehl &, Foredl oot feg enfdrer g &t 2

. @ ggfaat. afparat sk el fr @sr (Search for New Method
Process and Products) - feReeR aRaderliel addAT o1 & way &
TOA Ugiadl, URhAT TUT 3cuel # GUR & o foReeR 9aed @i
aifed arfes gfaeaet & fear ST 8% | 39 g Yolerd e o & gemm |

. 259 s (Planned Development) - deierd @@ufeaat & fafaamer
A THAT Ig €T T@AT 8RN fF Fegel & UAs QAHET AT s &l
Hodfold faem g | fafadier yedeal & <@« Td 3gAles §g U ‘defced
e dfAfd. aarll o7 g § | T8 WA g AR @ geedr @
FFIAT & Hegfold e & ol Scaigrr gt |

. Heuiwd A aFEed dgfaal & w@her (Use of Rational Methods of
Evaluation) - Yeierd gR&GEmsit w® ol scdees aRfeafaal 3k
M IRUMAT T €A A WA U & A AMed aUr &A= depfoush
gEdTal I ATHIGAT I Teh I 3F Hodihed TGl U Hodihed I AT
FAT AR AT 37 IROMAT F IR N T W gt v aer aifRe |

. geit s5fe (Capital Budget) - R3S & o 3maeas ez A 3uceadr
(Availability of Cash) 3R @edfca @I Wiftd &I 3mRaEd (Ensure) &l &
foT FIeT &1 39ceuar # 9@ ST ST 8 AT § | 3 FFEder § oA
Soredl faer #r e qof ugfa fawfaa @ o & o off Joiera aofec samn
ST AR |

. B 3R FRYOTER (Forms and Procedure) - $eird sgat @« faz=or &
o gds wor W (@RI fr afer, w&efa, gefa 3R seeon) T
ferfad & gomell 39eR S | $6 gg ©Y §F BHT HT ST far o
ol &, Olee QT S Teetl & GHET Y& HGT gial & | QAT el §
YOTell Xl U9 GTausieis gl Jrdl ¢ |

. yafa AAA@ (Progress Record) - 9% Eiepd IRASET & O
Ysfiora aR@siem g9 (Capital Project Sheet) @ siem =@nfgd 5@ w34
AR &1 QT [T & S | aRASEr & 3fgd g 3R aredfas
At dr Tk AR 3™ & dg Jolel A ek A fhd S\ =@iige wa
g9 H 3T ekl H @AfAd Fgaer & e age | afg aRAser &
arEdiden SR AT § 3 g1 dl 38 ol Weh Ay (Supplementary
Sanction) o=l AIfRT 3720ar AT S TS
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7.

@ ST AR | 3 yeR afe aRASer & Q@ e 7 310 gEy w9
THIGAT § O 30T Uaey & AT W AT dIMd dIfh el TAT TEd
TR FURTCHS HIAAET F Th |

ATTYEcar 3iFaTor (Profitability Audit) - afaa s & ifaRed s R
IRASTAT W & [ g1 I a JIeT-oI @I N IRASTAT T ATHIGAT &
arEdides 3R 1 IRASTAT Fipa & FAI Y T A & Jelell el
TIRA | 3 IR FTAR & F fAg7or agfa i SfATr &1 gar «erar § w
SecaR¥cd &1 fAuRor off fhar o dshar § @y & sfasy # g1 38 yER
& AT F T4 ST ThT ¢ |

15.11 rscIdell
Crorc ) - TH uRRd #Er 3aE™ & Ov sarRt =
(Budgeting) AT Td Afadr & AdgaiRe o@ &
Jofee FEd & |
YT I — U ¥ S dOre] gF4fcadt # ud fAafAa

(Revenue Expenditure) gfshar 7 R IR, 3eTT I Fgad &
|

Ieierd &g — TR A1 el gedicadr H fafaier

(Capital Expenditure) I g T e € |

Fada gRrsrar ~ O 997 T@odT ¥ @ R o1 o'

(Independent Project) AT S TR g@X T gfaeadt €7 & 9
a7 RIS gl gl

gfaearas aREser - T @El 9RAeEr F WE W

(Replacement Project) JA/3MYHE  IRANSTAT A WE[ G,
fSad FdT Tehelier T T & T |

wfaeat aRaisen — S IRASE T g & wfaeadf &, 34

(Competitive Project) Fufd # A6 &I TFR Ud AV 37T &

FENHR I 1T § |

15.12 EEYIY YReT

1.
2.

dolt doTesT | 39 AT FHASA 87
ol Sotest olt =ag Rshedl & 3gd, Aodichd, TIeT aUT 36ddsl $I Fishar
&, aASSY |
ol Sofced a1 §? Yol dofced &I AAYdR Jdid g§U $8F 33T & Juled
SIS |
Yol IRASTT & 9HR adTd §U Yolt SofceT dl Tisham &1 qoiel Hifor |
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6. Gl soteeT Y WAR T |

7. Gaurav Ltd. is considering the introduction of a new product. The
firm estimates that it can sell annual 1, 50,000 units of this
product at Rs, 30 per unit. Variable expenses to produce and sell
the product are estimated at Rs 15 per unit. It will also involve
fixed cost of Rs. 3.75,000 per annum.
The plant to manufacture the product is available for 30, 00, and
00. Further Rs. 5, 00,000 will needed to install the plant. The life
of plant is 8 years, a working capital investment of Rs. 5, 00,000
would be required in the year of installing the plant. The firm uses
the straight line method of depreciation on plant. Assuming 50%
tax rate this firm, you are required to calculate -
(a) Net Cash Outflow, (b) Annual Net Cash Inflows.
e fAfAes &1 JaR v 731 3curg S 4 &1 § | 969 7 AT ¢ &
3 39 3cuie Fr 9 a¥ 1,50,000 SHEAT 30 T U SHE fr T F 9
gohd § | 3cug & AT v o A aRadaeia <o 9fa g 15 9
AT R T § | et 3,75,000 W99 ufy o Turd cuw s o |
3carg & AT #e & v @39 30,00,000 9T H 39y § | 3Eh
3faRerd 5,00,000 F9F &I AHEThdT 58 HEAMIT &Lel g FN | GIT T
8 auf & Sfiastshlel § | TIT dI TATAT arel a¥ H 5,00,000 TG &7 wraefer
Gt & R i sravasar gelr | FET @O W A W@ weie @ g
IO, &l § | §8T &1 50 iderd 3Mge & & AW §U 0
HiTA-
(3N U< W3 sfedle () aF Yg VFs Ieade

8. Satya Limited is considering replacement of its existing machine by

a new machine. The existing machine has book value of Rs, 4,
50,000 and it can be sold to realise after tax salvage value of Rs,
3, 00,000. It has a remaining life of five years after which its net
sale -vage value is expected to be Rs 2, 25,000. The working
capital required for the existing machine Rs. 3, 00,000.

The new machine cost Rs. 15, 00,000 it is expected to fetch after
salvage value of Rs. 7, 50,000 after 5 Years when it will no
longer required. The new working capital required for this new
machine is Rs. 5,25,000 The new machine is expected to bring a
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saving of Rs 3,75,000 annually in manufacturing cost (other than
depreciation) , The company’s income tax rate is 50% and it write
off depreciation by line method.

Calculate (a) Net cash outflow (b) Annual Net Cash Inflow.

g faffes el fegae Al & a5 adfer & ufaeaf@a aa & [ar
X W & | faggae Al &1 geds Heg 4,50,000 FF § IR 3§ 997 W
FX A fAEaReT H{ed 3,00,000 T 9red fRAT AT FHhaT § | FHH AW
Siiaet @lel 5 a¥ & o a1g gHeT HEaRoT Hod 2,25,000 &9 §HIfAT § |
faczae 7l & fov 3mavas sRERhe @arfad g 3,00,000 §9F ¢ |

T #AMT Y dETT 15,00,000 TG § | 9T gV AT ST SHT ATl
g gl a9 ST a RAI fAEdROT Hed 7,50,000 FGF grRm | A AT
& T 525000 §F g FrAeMe GO Hr RIS gelr | T 7l @
TN 3cuTesT deTarl (8 & 3faRed) & 3,75,000 94 Fr gad 34f@a § |
TEAT TIF WX Ot Y@r ugfd & g 3ufef@a #dr § | I8 fr 3Ee &3
50 gfaerd AT gU 38 gfawue Aoy & s fifaF3n) ge s dfgde
@) oS g Vs Heddig |

15.13 HeH IY¥
1. Pandey I.M :  Management Accounting
2. Ravi M Kishore :  Financial Management
3. Jain, Narang :  Cost of Management Accounting
4. Arora M.N. :  Cost of Management Accounting
5. 3{@id. UTH. 3R . YEeY oldiehel
6. Saxena, Vashist :  Cost of Management Accounting
7. Khan, Jain : Theory and problems of Management and Cost

Accounting

365



Sl - 16 : Yoll dofea-1l (Capital Budgeting)
gHIe Y TRAET
16.0 3=2F
16.1 WEdTGST
16.2 Yo Sofea wiafort
16.3 WFRET fafear
16.3.1 39RE™Far A
16.3.2 3eref ety Ry
16.3.3 3d g X fafer
16.4 39gRa VFs varg [T
16.4.1 Y€ aA Heg fafer
16.4.2 IIATT Hod Ihid AT AHEISAT Faais Afer
16.4.3 31iaRs gearg & fafyr
16.5 3= faferar
16.6 TR
16.7  erscraen
16.8 TIRG YT
16.9 ¥eH TYU

16.0 322

SH AT &l Ygal o 9ATd 3T FHST Hohdl foh -
o ot soteaT & yaE AT wlasla @ §2
o Sl Folee dI WEREE f[Aftt & v fFa g o ara 82
o ol stest N IR Aehs yaTg grafdrdr «ar gl 82
o 3UeRT APz Yarg BRI garT Go sofea vl fFg gaR o s 82
o WEREA ARG & ofell F adA aRved A 3gRa faftrar st suaeh

16.1 J&EATISAT

Joll JoieeT & 9UH eI H A Yol Sofeed &l AY, TATAR, e,
ol gotead & 327, YR, Yol Sofced &l Ufhal, §T% HAgccdqul Teahl, Yol
IofeeT & Aged d AT & IR H TTHRT Fred & § | Yol doleed I &g
o gt & foem fear & | fafoafoa & o8 o & sgean
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AT F A A1 g B aeg & HRE @ I I g F IR W
Ao e g Gof ol T WERETA el 1 AT fHAT ST &
fhrg TeEmEra faftat & sfasy & g arell 3ol & TdART Hed & 0T
STEr T S §, Sath I8 G SeAd § o6 qor e adee # e Srar
§ U9 A9 3ol AfaST H ued g § fheqg S Afasy A ured g arenr
STl T TIATT Hed HHF gl § | @ Al F T Fgl o Fohal ¢ &
JAATT H 9red Teh FIAT #AST FH gied gl dTel U &9 § 31f0F HegarT
BT § | 37 o Sofea T faviea 3fd alie @ o & T T 3 @
T Apd T ol HARTF § | 3/ ¥ I9ERa A3 wate Rt # G
forar arar g |

16.2 Yot StcsT 9fafdar (Capital Budgeting Technique)
Joll o0 gdial &I TWHR AT ISR 6 A+ & [y Farfad 90T &
TG TGSl T Hedidhed i fhaT Sl & | 39 &g g vdr fhdT deelien
FT JAT FIT AT o AP IRASTa3T F1 AT I I AThry &
Tk & ot IRIAST fhdel omdve § | IRAISTINT HI ATIIGAT FHI
Aol I Iog TATAGAT & IMUR W FAGE fhdT J1aT § T Fad 3ifas
YA €T arell RS i gaT forar Srar § | 380 & & v 3= et
ST FH S ST § 39 § A Fafafld § -
gSft gie faftal (Capital Budgeting Techniuges)

' I !

(Traditional Methods) (Discounted Cash Flt|)w Methods)
|
| ! | | | I
JuRerfar  semeft I dwiew ded Y€ S9N 9dHM Jed AiaR®
(Urgency) (Pay back) (ARR) I RiGEIED TN &)
(NPV) (PD) (IRR)

16.3 WRFRTd fAf¥ar (Traditional Methods)

s R & 3eaeia aRAeer ¥ afdsy & urcg @ arer Vs 3edargt &
TAA Hed 1 U H FqE W@ ST § AT Foo IFWARITST A7 fafer
(Unadjusted Time Method) $Y &gl SITar & | 38% 3ieded @ fafan
giFEAfId & S § -

16.3.1 39Regrar R (Urgency Method)
goh ffadss a=a & far aRaser & omoeresan, el e anfe
3w dul W AR fFar aer Swl @ dr § 1 fReg e ax o
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aRFEAfAAT 3cuest g §, S aR&Sar A 3ORERArT & HROT 38H Jd
qoi faferitetet 3raeaer gr S & | Ifg Qar oy ST forar S oy HEdr s
981 g1l 8 Wehcll & | GER Usal H §H TG &g Hehdl o Toh CHT GRATSTAINT 1
ol THHR FaT S1ar § S F Red 3maeTs § g O Tufa
R ST AFhar & | 3eeRony - R SRR wlee & WRE & I W AT &
eI I8 92 9ar Idar § & 39 sEh AEAd N F AT W S
gfaeen@d & ot 3cad wem | odr aRfeufa A e, 3efer anfe
dl W AR & & 99 3ARERIAT & SR qied 1 Clle ofdllel &
ot o & 3R wem | & vE T F AR | IreEEe & s qEanst
FH IRASTAT H ITSATAT I F T TIN 30F vafod A @ |
sqigriar fafr & IpEr (Merits of Urgency Method)
1. ug R{fT wa § |
2. Tahcaleile IR &7 T€AT A 27 g1fed gt T ST S FoheTl & |
3. 50 A & g W IRASET & Hodiohed T aRTehar g7 glar &
37d: I8 fAdeay o § |
qRgriar A & g (Demerits of Urgency Method)
IRERIAT W 3TUROT § fSHHT P TIATT AICUS A8 & |
g fafr danfae fawewor @X 3w 7@ § |
5 fafer A aegfsadr Td AAGIA T FAT § |
Iafte o R[S arell IRAS3T & AT A 3R & 3R |
Ter forar S dehar g
Arderels TRt & o I faftr suged 8 § |
6. 30 [T & IR W AT o W 8T 7 Aol 1 ggfd deat & | 3.
g fafgr & 3w W vy v oRfeafaal & scged 3maas g W &
feram S anfe
3Fd WAt & FRoT S 3T FART FT FUa - "R AYEUs & T F
e aRASEBT & g9 # 3ARERAr ATdeus &1 9T 9% edfaigd
IR U: $© &S & g SAar § 1"\ I gl g |
16.3.2 gsarar/sgreEn afer @A (Pay back Period Method)
ag 3l 8d 3edeld IRIAST § IIed Yg Uehs fecdie TafaaieT S Hqet
et 3 s afgdlE & AW g €, G 3afy Fgendr § 3 9%
3afe s IR Hr aWEIT & ageT g Hr TG gt &, el ety
eIl ¢ |

L DbdPE

o
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gl ST & Hedied Ho & T TgFd A AW aren AfUE #§ I 9w
W Td yafod fafr & | 38 U@ agen @Y, ¢ 3m3e /Y, T iw [/
nfg AT F o ST Jrar § |

AT 7 3cUIesT doheiieh, therd, #eT, FRA, TSR Afaat 3nfy & aRade
gl A IRAISTAT o efeld glel &l SITQH §¢ Sl & | J8) ®RoT § foh o
faawmeliar fafadiae arrd & N aqa == & 998 a1 ¢ | 39 g &
Heddld g URASTAT Faledd A ST § foreehr Ges{arare 3aier ~geiaa &
aur gg 3™ AURT 3fRean e @ s3fRw o & | o RISt &
Ao H J5 Al 3N vd Seaivs & sgd AeHT § |

(1) 3greit srafr Y o gfday Uss JeaalEl & FAR AT FEAW @ W

T 9 i Il & -
AT VFH3 Hedargl T g2 & avrar (Even Cash Flows)
Ifg o @ gfdad @aer Ui ager g & ar o Rufa & sereh
3rafer &t 0T IAIfRT T F HUR W I S ¢ -
Initial Investment I

Pay back Period = =—
Annual Cash Inflows C

3eredoT & fov Ife v AN @ T &t & omEra 2,00,000 92 8
qur 8 ast deh 38H 40,000 . AN Yg Uhs 3eidlg 8ol T FHIGT g1 al
3rerel rafer fFAgaEr gt -

| 2,00,000

Payback Period = —= =5years
C 40,000

. AT NFHs Hedaigl T T & 01T (Uneven Cash Flows)

Ife RS @ gfday @A fr wied o @ o erel @iy &y aorer
A Nehs Heddlgl GaRT &l STl § | Ahs Heddigl Al dd do Fadr 0T
frar arar § 59 9% & g IR o RfAASE & swew a1 g S |
o a¥ H s edaTe TRIEHS &fFAeT & e @) Srar & g de &
3afe &I 3rerel 3afY wed § |

foheqg Ge{aIdIeT 3@ A A FAT 3§ FAY FAET 3cUeol Bl © ofd
fafeer fr $or TR A1a A F AT A yag F A @ & AT FH AT
FET O3 | T S # aifte yare & @ o€ #F §Ae & & grea o gan
AT Tl & § 0T T Sl & |

3eroT (ILLUSTRATION) 1 :

Parul Ltd. is considered the purchase of a machine. Two
machines are available in the market A and B each costing Rs ,
2,00,000 Earnings after tax but before depreciation are expected to
be as follows
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Il [ifAes & AT 77 e W IR T W & | 99k 7 o J@Ma 31
YT T 39y §, TAd T @I 2,00,000 T § | F GRAT e o @
Fr 3fAT 3ol 30 UFR &-

Year 1 2 3 4 5
Cash Inflows : Rs. Rs. Rs. Rs. Rs.
Machine A 50,000 | 50,000 | 50,000 | 50,000 | 50,000
Machine B 45,000 | 55,000 | 60,000 | 80,000 | 90,000

Evaluate the two alternatives according to Pay - back Method.
3rerel 3afer fafr & (AR all fdshedl &T Hedrhed HTST |
gd (Solution) :
Calculation of Pay back Period:-
Machine A: - A UFs Heddig 8l & HRUT GUYH I SaRT I0TAT Hr
SR |

Initial Investment I

Pay back Period = =—
Annual Cash Inflows C

~2,00000
~ 50,000
Machine B: - #ld B & T qhs 3edalg ITHLT & 37d: 5T Tow Tt
AHS 3fedaigl sl IOTAT I AR |
Calculation of Pay back Period

=4 years

Years | Net Cash Inflows | Cummulative Cash Inflows
1 45,000 45,000
2 55,000 1,00,000
3 60,000 1,60,000
4 80,000 2,40,000
5 90,000 3,30,000
Payback Period = 3yrs + 2-00:000~160,000
80,000
Payback Period = 3yrs + 40,000 yIs.
80,000

:3+£:31years
2 2

IRET - 7T B T GR{IAST A A § WA B AWM & @lien
3eRIET T A B

Fipfa AMEUs- gl 3@ & MUR W RIS F1 T90 WA F qd
Yt ¢aRT dg AfOshdd & RuiRa ax & oy & e aRaser &
AT I & el a1y | 30 e 3% &y (Cut off period) Fed g,
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o RIS el At SEY HE A & 3@ IEdPd A § |
I TF  AF IRASTATIHT FF Fofoll & A HH G AT arell TRATSAT
H YYA WU UG FHT YPR 3T GRASESN H HHAGE I EOThH
TR g o S ¥

3ERIT(ILLUSTRATION) : 2

The management of Prachi Limited is making a preliminary
screening of capital project proposal, the following are under
consideration:-

gt faffes &1 gey dolera IRAS=T geamEl fr aRfAE g & @I &
fArfaf@a wede e ¢ -

Proposals | Investments Annual Net Cash Life in
(Rs.) Inflows (after tax) (Rs.) Years

A 90,000 10,000 8

B 1,50,000 25,000 10

C 2,00,000 40,000 20

D 2,40,000 60,000 20

Give rank for the proposals According to pay back Period. The
period of Pay back should not exceed 7 years.
I 3 fafTr & 3R | Rffes geaEt & F7 ST | gEsade
& 3afr 7 a¥ & 3¥F A g AR |
gd (Solution) :

Ranking According to pay back Period

Proposals | Investments | Annual Cash Inflows | Pay back period | Rank
@) (b) Rs. (after tax) Rs. (c) d=b=+c (e)

A 90,000 10,0009 Years

B 1,50,000 25,000 6 Years 3

C 2,00,000 40,000 5 Years 2

D 2.40,000 50,000 4 Years 1

RS A ' AR a8 R aren, w=ife sed el et sgeas
e 3@l (7 a9) A 30E & | T RS GEY D aRAST A graffwar
Y&l I S|

erE afdr R_f & pr ar awr (Merits of Advantage of Pay back
period Method)-

1. & (Simple) - Ig A 0T et vd THST gt efSehon & T & |

. &®F dFrd (low Cost) - 3@ A @ 0T §g Hcded A TaRIv=AT Hr
TGRIHAT AET QI &, FAR 0T URKAT AT I A TAT oled dlell gl
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¥ T & QAT §g IUR TAT P IMaRTSRAT o AL QI ¥ | I FA
el fer & |

. @@dr W s (Emphasis on Liquidity) - ¥ @ dRear f&afa ag®
gl 9 3 (AT graat # graf@edr YeraT fr Sdr § e [fEaer
et e g & % | 39 Afr H anieedr & ¥ WORoAdT H
IIAfASRAT &7 S § 37 T aEndt & fov Seer Ass dr AT g o3rar
ST 31 gaiere o1 oot TR STl &, 39 A 1 sgd 31 Agea § |

. Af@x & FA (Low Risk) - e 3raf arelh oAt & goler & A
3afr arelr aREeer &7 Af@AEt g dr & | 3a: 3§ [ & 3veae @
ST #F FAT 37T gl

. 3vges &1 #F a8 (No Danger of Obsolescence) - T 3¢aeT Sietd
Tgd F e T daelidr faw g ) 8 3o fafaer # aea &
AIHY T Tl TOCHIVT A § HFfed & <ol § glol arell g1l &
g fAedr & | fREr aRiser 7 sl e Sae #7 g, 3ae @
YT H ool BTl q FI&W H AT Fodt Bl

g &, 31 3o SIfeer ufafdat &1 ger e o TR g § |

et af® /Y § Qv a1 @AF (Demerits of Limitation of Pay
back Period Method):-

. Rffdss & oo Fo 3T W LA FE (Ignorance of total income of

investment)-

39 fafr # oIS & @FqUT Aes 3feddlel W AaR =@ fhar Srar § |
3ETER0T & folT T TEAT & THET 40,000 & H WG HT ar JAMer & HT FH
fasea § | guA AT & 20,000 arf¥s 37 3 auf g& grel Safe gaEd
AMT & 10,000 & a¥H 33T 7 Iuf odod geh | ferel afr fafr &
AR YUA AMT HI Flpd AT ST, Fifeh FHPT el 3af™r 2 a¥ §
Safh gl 1 4 a¥ 3 3@ fafgr F Rfager ofr i aodr ® & e
Fiegd fFar A1ar §, I€ 6 @ AT § 7 39 aRASeT § g 3 et
gl & |

. dIgSar Fr 398 (Overlooks Profitability) - s&@ afr & aRasEr &
AHGIHAT W AR g forar arar & Sefd arfoey & @aaAt & 3gar
AT T AT 3297 o FAET §idT g, A% T fAfAder & amodr 787 |
F5 it RfNFar Faa gEherd 9T 1 aqd W & o & _fAgen =@
T & | 39 fafr 7 gEh fr gt W & e &ar Srar g aneeraendr $r
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396 T ST ¥, STafh oS oI T agel & Tl & 3cdee 8l &, Jge
oTel |

. gt & dmra $r 3987 (Ignorance of Cost Capital) - 4ait $r omera fadr
o o R e #1 Aol 9 &g 3R e gr € fheg 5w
fafer & sodhr srageEr & A § | I8 [ Jqg anrg i agel W AR A
g, SIST G o W g |

. 3aflse Hgg # 398w (Ignorence of residual value) - A AT H
P N gRASET IvEfd @ I ITART J W W T IR A 3HH
AR Hed IR Aol § | fheg 38 R A RIS W fG=wR a=a
AT 3afASe FeT FT CAH g7 I@T AT § |

. UFHE AHeddigl & TaAT Hed $H 39&T (Ignores Present Value of Cash
Inflows)- 5@ A & TAYAT H 9 arem AUhs dfgdlg ar T g aR fhar
ST & feq eadis IRATSHT & siderre 7 €AY gar & | greh 3afy
H g AT STar & o Affiee asf & grcad g arell AFs 31T & A Hod
A g, STafh g A ¢ & T ®F & S adHET Hed § 98 U ay
37Yar g Iy dc Ao arel Th ®IY ¥ e gar g | 3 39 A &
AATT Hed T agelel T el & |

. UHs IHadlgl § AFHR Ud AT 1 39aT (Ignores Size and Time of
Cash Inflows)- 30 @fr # [T g@ar va [ffea #AEET J gog Jes
3eddlgl H PIS ek Agl haT ST & 37T I Th IRIASTT IR & qur
# 3t g o\ a5 # & Safh qEll RIS IR # HA dUr 3T A
3w Qs 3T wAr § dF &4 3eRel e & 3R | AU aer
HATHSNT 8 Hehell & |

. f@an wigd 3@ Fa @ e (Difficult to Calculate Maximum
Approved) - Se¢ & fov qRESEr i 3ftEaa Eed 3Efer da wer
HfeeT QT § | 3T ey Hdd T I AT AARIRAT F IUR R & Tg
fAeiRa &ar & | sa% v A5 3R/T Aeus a1 dwede RggaArT =167 & |
rerrEl rafdr R_fr & 3ggFaar (Improvement in Pay bak Method) -
IqdFd WATHT & MUR W Ig Fgl ST Fohcl ¢ [ 3erel 3afr & 3rpER
forar arar Aot srgfaa gem, fheg 3mer oY () & @meTd arell IR &4,
(i) g€1 & 98 AV Hr AATAT g W), (iii) ITTAT F HI g TR, (iv)
RUT CART Yoll $ a8l gl R, A0 ol gg Ig A @i suged
A ST §

el Iafr #F guR (Improvement in Pay back Period)
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Jerzal et fafer fr suAfarar qur faeqd 96T & FHROT 39y HiAAT @
R A F fov 38 BT § 3o gur e o € o e 5R § -

. I HAfY F I AHYGedT Y I (Post Pay back Profitability)
- el Iafgr {AfY A& 9IRS H el Y & grdrd g e kg
Jeadrgl $r 39T dr S § | FEF FRor 3@ A garr aRaeer #r
SATHSTIRAT T ST AT & Uil § | 37d: 37 AT A & el & v AfFee
IRATSATIT HT 3ErIeft 3afT & WA & AV Sad Flel & ol HT IO
S ¥ | YT RS @A Heaw af F oEufed & qee AR Fpd
(Scrap Value) 8t afFAfad & foar arar g | 59 aRAser & serefh
3afy & 9T HT 3olel Faifde grelt 39 IRIASTAT & Fdlcdd AT AT |
3erel At & AT, N SAHGRISAT HT 0T & fov oo I A1 g
T STar § -

Post Pay Back Profitability = Total Cash Inflow in Life + Scrap
Value - Initial Cost

OR

= Annual Cash Inflows (Total Life - Pay back Period) + Scrap
Value

I 3T ad @ET § @ 5w aRAsar & el 3afer & gearg fr e
gaiftes gef, ag & Fafcdd AR JRET | 8 3oler @ A Sider 3w
gl 8 98 aRAeer 3a & fRe reve AR oaREh | A Rl
RS A aeErd F ogEed Beaad § A gl 3@ & g
ATHYGAT fACRE & A0 H ST Fhr & | 38 T AFT gF FH1 g
T STar §-

Post Pay Back Profitability=

3ergtor (ILLUSTRATION) 3 :
Manan Ltd is considering the purchase of a new machine , Two

Post Pay back Profits
Investments

x 100

Machines X and Y are available with following details
Al Tffes v T AfT & FT W AR H W & | o &t X qar Y
39arsyl § s faRor 57 9FR &

Machine X Machine Y

Rs. Rs.

Cost 27,500 31,000
Estimated Scrap Value 2,500 2,000
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Estimated Cash Inflows (Rs.):-

Year 1 2 3 4 5 6
Machine X | 5,000 | 5,500 | 6,000 | 7,000 | 8,000 | 8,500
Machine Y | 7,500 | 7,500 | 7,500 | 8,000 | 8,000 | 8,000

Evaluate the two alternatives using (i) Pay back Period Method
and (ii) Post Pay Back Period Method.

(i) 3ereh 3afer fafd, qur (11) 3erel 3afe gRard omeyedr fafr o
ST & §U Glell [dehodl &1 Hediehel Hifard |

gd (Solution) :
(i) Pay back Period Method :
Year Machine X (Rs. 27,500) (Machine Y (Rs, 31,000)
Cash Inflows | Cummulative Cash | Cash Inflows | Cummulative Cash
Rs. Inflows Rs. Rs. Inflows Rs.
1 5,000 5,000 7,500 7,500
2 5,500 10,500 7,500 15,000
3 6,000 16,500 8,000 23,000
4 7,000 23,000 8,000 31,000
5 8,000 31,000 8,000 39,000
6 8,500 40,000 10,000 49,000
. 27,500—23,500 31,000-23,000
Pay -back Period = 4 yrs +——— | =3 yrs + ————— yIS
8,000 8,000
yrs
_ 4000
= 4 Y000 V€T = 3years + grears
1 1 =
:4+§:4§years 4 years
= 4years + months

IR - AMT Y & 3ereh rafer Aefer 8 & 3rgrael 3@fr & & §, 3
AMT X I AT SR
(ii) Post Pay back Period Method :

Machine X | Machine Y
Life 6 Years 6 Years
Pay back Period 4 % Years 4 Years
Post Pay back Period 1 % Years 2 Years
Cash Inflows over the post pay - back Period : Rs. 12,500 | Rs 18,000
Add: Scrap Value Rs. 2,500 Rs 2,000
Surplus Cash Inflows Rs, 15,000 | RS 20,000

IRIET - 38 AT & 3paR i AR Y & S5 § |
3818301 (ILLUSTRATION) 4 :
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Archana Ltd

which will carry out some operation performed by labour A and B

Is considering the purchase of a new machine
are alternative models . From the following information you are
required to prepare a profitability statement and recommend which
will you are required to prepare a profitability statement and
recommended which will you select on the basis of (a) pay - back
period and (b) Post pay back profitability, Tax rate is 50% Ignore

depreciation for calculation of tax.

3T faffes e a0 AT & FT W AR & & g S & 4#7 canr &
STel arell fSham3it & &l | A d2r B defouss ufawa § | & & a8 o=
q AMHGIRAT TROT Fa8d 3R (i) el afer [y qur (i) et e
fafer & geETd AIYEHT @ UR ofd §T HalcoH &l Tl HItod | T & &

50% & | B T €T 18T IW@aT & |

Machine A Machine B
Estimated life of machine (years) 6 Years 7 Years
Cost of Machine Rs. 2,00,000 Rs, 3,00,000
Cost of indirect Materials 9,000 20,000
Estimated saving in scrap 25,000 30,000
Additional cost of maintenance 16,000 20,000

Estimated Saving in direct wages :
Employees not required (no.) 200 260
Wages per employee 500 500

gd (Solution) :
Statement of Profitability

Machine A (Rs.) | Machine B (Rs.)
Estimated saving in scrap 25,000 30,000
Estimated saving indirect wages 1,00,000 1.30,000
Total Saving (a) 1,25,000 1,60,000
Cost of indirect materials 9,000 20,000
Additional cost of maintenance 16,000 20,000
Total Cost (b) 25,000 40,000
Net Saving before tax (a) -(b) 1,00,000 1,00,000
Less : Tax @ 50% 50,000 60,000
Net savings per year (after tax) 50,000 60,000

(iii) Pay back Period =

. 2,00,000
Machine A =————— =
50,000

Investment

Saving per year

4 years
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3,00,000
60,000

M A 1 Gs{arcreT Irafer & § 3 AN A &1 TheT fohar Sem |

(i) Post pay - back Profitability = Total savings in life - Cost
Machine A = (Rs 50,000 x 6) - 2, 00, 000 = Rs. 1, 00,000
Machine B = (Rs .60, 000 x 7) - 3, 00,000 = Rs 1, 20,000
Or = Savings per year x (Total life - Pay back Period)
Machine A = 50,000 (6-4) = Rs. 1, 00,000
Machine B = 60,000 (7-5) = Rs. 1, 20,000
et i & g T ARGl & MUR W AWM B F wheT o
SR |

(i) 3gret  3@fr ogepAl @ IwEem (Calculating  the  Pay-back
Reciprocals) - 3ere 3@fr [/ # [fager & god 3oer & 99T FRe
I &1 Adr fear Sirar g 3R & & sua [_RfEe | g & e fr e
T S ¥ | erel A F ogorA & R | gET s v
e BT ¥ | 3ereer & o afe Rl R & el sefe 5 af & ar
$H 37af® &1 SgcshA 20% §3TM | T§ 20% & 38 fafer i gAg gaArfoid
g &3 (Time adjusted Rate of Return) gRfr | 3 §9 # -
T.A Rate of Return = = x 100

Machine B = = 5 years

Or Pay back reciprocal = 1/pay back period x 100

Ig;

C = aIfi¥& A+3 3f=dag (Annual cash Inflows)

| = fafa@er (Investment)

$H UEid & WANT ¥ 9gd & W e ¥ A3l )W qog gArRied 9

&T AT & ST Hehell § | Wod 36 TgTd &I FAET Fl el anfedr s -

(i) 9faay @A UFhs Hedaig af |

(i) IRASTAT T Siael-ahrel IETET AT § A U A I AT gl |

(iii) der3m3T gt rafr AW (Bailout Pay-back Period Method) -
ErRET AT AT A IRASEAT & AT gl W? UIed gl dlel 3[aiRise
AT W OR 87 fhar rar § v 3erel el arard emevear afer &
A Fae dfAA a¥ & AEARO Heg & eI H @ oSG § 1 I
ARSI & AedidweT H FNEH T AecdPT FRF & TF Iiday ored ar
Hehol dTel [AEARUT AT 1 €A IWT &1 del T3¢ e 3afer &r
IOTAT I AT AR |
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% T @98 9gdl A% a¥ & 3id H wrufed & AEaror A7 (Salvage
Value) & urar $r Jrdr g 3R R 9cds a¥ & (Hhs Aeddigl & gadr
T AT R ST § | 3T 99T Y AS a¥ & -HIAT Ahs edargl H 39
I¥ & Hed & FFAfed & [ATART Hed &I gl oar ¢ | 9 av Ig Iher
fafeaier fr ara & ST g AT §, 98 & IRASET T d9d H13T HEreh
rafer agelre € |

o aRESar #r 9o 33 IgrEh Ef™ o wA g, 3§ aREser & ardr
SITEAT & 3= & & et g | Aafdes aRAS3t & Fediea # g
3T 91d A § O 9 IRAS Falcdd AT Seh, Sadr sa 3mse
3terel Aty Ted A gl

30T (ILLUSTRATION) 5 :

Following is the information related to a project:

farafaf@a goar v aRaieer & Safaa § -

Project A Project P
Cost of Project Rs. 2,50,000 Rs.2,00,000
Life of the Project 6 years 8 years
Net Annual Cash Inflows Rs, 50,000 Rs, 40,000

Salvage value at the end of 1st year Rs 1, 10,000 and 1, 20,000
respectively. Annual decrease of salvage value of from the second
year and onwards Rs, 20,000. Calculate Bailout Pay Back Period
YA 9¥ & Hed H JafRrse Hed wAA: 1,10,000 § 1,20,000 %. § fFaH
GEY 9 38% 39Tl dlel asf H wAA: 20,000 & aIf¥e AT gl dd-3m3e
A ITaTeT 3rafyr Y arurer HifAT |

gd (Solution) :
Project A
Year Annual Cummulative Salvage Total (3+4) Remarks if
(1) | Cash Flow | Cash Flows Value (4) = (5) Rs. any (6)
(2) Rs. (3) Rs. Rs.
50,000 50,000 1,10,000 1,60,000
50,000 1,00,000 90,000 1,90,000
50,000 1,50,000 70,000 2,20,000
50,000 2,00,000 50,000 2,50,000 Bailout Period
Project P
Year Annual Cummulative Salvage Total Remarks if
(1) | Cash Flow | Cash Flows Value (4) (3+4)=(5) any (6)
(2) Rs. (3) Rs. Rs. Rs.
1. 40,000 40,000 1,20,000 1,60,000
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3. 40,000 1,20,000 80,000 2,00,000
4. 40,000 1,60,000 60,000 2,20,000

IR P T 98 fham SIem Fifsh saehr a9 33e 3af &4 gl

16.3.3 a@Ha/3ad 9@ g R/ (Accounting /Average rate of Return
Method)
3H fafr & 0T foRam &g 3TaRIS 2T d@iFe A0 & gred R S €
37U I8 fOfY oramers TFer W MR § 31d: 38 @i IO &l Igid
(Accounting Rate of Return Method), facdr faavor ggfa (Financial
Statement Method), fafa@er W gcam ugfd (Return and Investment
Method) #gd § | 38 3EARITST YT &Y Ugia 8 gl oiar § aife
sad faffiest auf #r 3ol & TAAT Hod & Hedl H LA g1 I@T AT §
| 38 AR & 3eaed ol ofdieer & RfEASa s & g g 3 &
Jad & &Y H IA0ET H S § | GER Asal H g ugid Rt ) gy
W F FGAW TEJd K ¢ | e defous aR@ieemst d & wddss
aRASA & gaag & o oo gaed Hr g oS & g 5w
IRASTAT T Jear-ax Ja8 AfS gidr &, 39 aRASar &1 & e $r
ST & | Uy & 38 I & ¥ egse g W & a8 IRASen fhanfeaa
AN T | 3T ugfa A P T aRomE &Y FRI-Slae arelr 9RAST &
o & 3fRs g ga g |
fafaael w gcara-egX A & o gaer T S arer gat & ey A
AWM H AGHE § | $O o@me 3ad a¥e g 3 & [ & 7
AN I AT G JAF-aX el § | O ¥ & Rfader W gya
(Return on Investment) sgd & | @l 3R 3= @M 38% o 3iaa
i g 3 # 3ad e &1 AT ad § | 39 & @ AT 9 &
(Average Rate of Return) #gd ¢ | AR I H @l Ad 3¥F dehderd
g Fife gfday g e ¥ §Fafed & Hed A giar o g 3dTq afdaw
RS FIv &7 g3 o § | 3 geufca & gaed S g & 3@
A P I YT & T YR FATAT ITeld R | SHTI Jed1d &l &7 i
ot 3tad smread Ot (Average Unrecovered Capital) 3trar 3itad
fafaaer o & el aiRe |

1. H« ffeaer w year X (Rate of Return on Original Investment)

$H& eddd YA &Y @ AU A aif¥es g 3T #H AW i &
AT &Y T 38 100 & IO Flh H ST & | I F §T H -

Average Annual Income after tax and depreciation
ARR =—_28 P x 100

Bailout Period

2, 40,000 80,000 1,00,000 1,80,000

Original Investment
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2.

(i)

stwa RfAEET W g gT (Ratio of Return on Average Investment)
T g & B e &g staa af¥e gg a3 A st fafaer afr @
AT feT S § vd ufelRd &X A # & fow 3§ 100 § IO FRAT S
g H T A -

(i) = e s sidE R g -

_Average Net Annual Cash Inflow — Annual Depreciation

ARR =

X 100

Average Investment

(ii) IfE T vd g & gRATd & oner o & -

Average annual income after tax and depreciation
ARR = x 100
Average Investment

gfaraga aRAemet & sted 9w @ (Average Rate of Return in
replacement Project)

gfaeaTiid el 3T Qe #AMT & FAT W A #AMT o6l T ey
A 3retall # gl arell gfg &1 R F Hagiers [Afaer fr o ar iaa
R &I AT a3 T X A 6 S § | T § H -

Increase in expected future annual net earning
ARR = — - x100
Average of initial increase in Investment

a9 X & g 7 aftiad [Affied dcar & uEr T 9eR dr S §-
9 UG & UEld dtwa aif¥e. WmT (Average Annual Income after
Dep. & Tax) - 3T 0T Jhs Jalg W TR o gl i@iehel AGled
W H A E | Yg I e F AT 39 a¥ dr gHEd I3 vd <At A
afFafad frar Srar 8, 9 398 Uhs-9ae 8idr & 31Yar el | 39 YN -
1. 9RASAT & g Fe ;T ATRRT & STl ) AT A 3mAT F AT A
SaeT Tel T AT SN 3iaa A g 3T T 01T T off el § |
2. Ifg frer g & e garfaa 3T @l af & fov @A §, a9
aif¥er 31 & 3 ed 3§ |
3. afg affe Vs garg @A gu g ar @i 3y # aRafda = & v
aif¥eh &I T R Ter &ar WRT | AATIT: g1 T 011 g el 3@
ggfd I IYUR Fa1:—1 AT ¢ |

(i) 3twa RAfEARr (Average Investment) - 9RfAs faaer & HEaror qeg

1 Sga 3taa AT fhar arar § 1 3iaa i oo @e ga @ &
STl § -
Average Investment = % (Initial Investment + Salvage Value)

3 UHR, ad 9T X T R § -

Average Annual Income after tax and depreciation
ARR = — x100
15 (Initial Investment + Salvage Value)
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FO IRAAAHT H IRAS a¥ #F afaRed sl GG @ Amaeasdr g &
ST haet IRAISTHAT & Siaetehiel & 3fed H & HaFd I I Fehell & | 3 Asal
#, 3faRea ol & 75 TR oS & Shasdarer & Thr E o1 § @ &
ST % § T A TS e TR F N5 &N ART | swE gF W
YR BT -

= Y% (Initial Investment + Salvage Value) + NWC
wisfa ATIgus (Acceptance Criterion) -
3 faffr &1 J&eT e W FEAT @RI YT I Uk 7 geddd &I faufad #F
& ST § | 30 AR W S IRASAT 39 HUIRT sgead &)X F 7 T
& (ARR) & ¥, 3¢ wofa: adipd X feam oirar & | aR@eremt &
AT & & HJEN ARG AT g HA A cgafeyd & foar Smar §
dcIRTI TIfSd wgidd IO & ¥ A Aad I arell IRASTAAT
rEdpd fRar STTar & ar 3ifee eX arell aRASAT A F urfASar & MR
W T H o Jrar § |
3e18I0r (ILLUSTRATION) 6 :
A Project costs Rs, 16,000 and has a scrap value of Rs, 4,000 Its
stream of income before depreciation and taxes during first five
years is Rs, 3,600 Rs, 4,200 , Rs, 4,800 Rs, 5,400 and Rs, 6,000
Assuming tax rate at 50% and depreciation on straight line basis ,
calculate the average rate for the project .
Teh GRIASTAT &7 oeTd 16,000 dUT 3afIse HeI 4,000 § | 399 g8 U9
N U 99 YUH 9id quf # AT F gdg HAT: 3,600 F. 4,200 &. 4,800
¥, 5,400 & d47 6,000 & g | IRAST & T AT I &I Fr 70T
Ig AT g Y o 3T T a7 50%s & aur g el @ ugfa &
safafad frar srar § |

gd (Solution)

Calculation of Average Income after tax and depreciation

Year 1 2 3 4 5 Total Average
Rs. Rs. Rs. Rs. Rs. Rs. Rs.

Income before depreciation

and taxes 3,600 | 4,200 | 4,800 | 5,400 | 6,000 | 24,000 4,800

Less: Depreciation 2,400 | 2,400 | 2,400 | 2,400 | 2,400 | 12,000 2,400

Net Income Before tax 1,200 | 1,800 | 2,400 | 3,000 | 3,600 | 12,000 2,400

Less: Income tax @ 50% 600 900 1,200 | 1,500 | 1,800 6,000 1,200

Net Income after tax and dep. 600 900 1,200 | 1,500 | 1,800 | 6,000 1,200

Average Annual Income after and depreciation
ARR = g P x 100

Average Investment
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1,200
10,000
Annual Depreciation=

ARR = x100 = 12%

Initial Investment — Scrap Value__ 16,000 — 4,000
Life Time 2,400

Average Investment = % (Initial Investment + Salvage Value)
= % (16,000 +4,000)
= 10,000 Rs.
3¢ (ILLUSTRATION) 7 :
Calculate  ARR and arrange the following investment proposals

=2,400 Rs.

according to their profitability:-
fraifra fAfader g & ad g eX ugfa & 3FA amEeRdr &

%A H cgafeyd Hiad -
Project L M N (@)
Initial Outlay (Rs.) 20,000 5,000 10,000 40,000
Annual cash flows before tax and dep (Rs.) 4,500 1,500 3,000 10,000
Life in Years 10 8 5 10
Assume tax rate 50%
gd (Solution) :
Ranking according to Average Rate of Return Method
Project Average Life Annual Annual Net Tax Net % rate Rank
Investment in Cash Depreciation Income @ Income of
years Flow before 40% before Return
tax tax [(8)+(2)]
(Rs.) (Rs.) (Rs.) (Rs.) (Rs.) (Rs.) x 100
1) (2 3) 4 (5) (6) U] (8) 9) (10)
L 10,000 10 4,500 2,000 2,500 1,000 1,500 15 11
M 2,500 8 1,500 625 875 350 525 21 |
N 5,000 5 3,000 2,000 1,000 400 600 12 \Y
(0] 20,000 10 10,000 4,000 6,000 2,400 3,600 18 1l
stwa v X RAf & @y (Advantage of ARR)

1. Wadr - g Ofr gage 1 ¢fSec @ 9gd @ & Ud g@d o gfshar off
Sgd AT § | 3 o@ied FHA ¥ & A fFAr ST oEHAT § 1 3
IRAST & Uhs Ydigl H 06T & for Rl ger & gaAred &
JTERIHAT 16T & |

2. AIESRdl Y S - 57 (A & aRAeam3id & anerEar & s Hr S
g aur R_REAT T grcg gt asf & ot W JEr & sar § 1 i3S [
ARASTATHT T JolelT o 31T eereras IRASTAT T A1 AT Tl & |

3. FW ¥ 9% Yg ¥ W RER - 3@ AT & yg 3w & 9orem w1 & v

g & TR wer & Sl § S 6 Weglfeas va arfuifeges €t @ 3/Rd § |
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drderelier aRASen & Rrawer & syl - 3@ /Y F o=t i gt
Sliaet 3af® W AT fqar Srar § | 3 g8 A Srderels aRAs=mst &
faervor & 3wl wdr gl

sitaa g X RAfr & @A (Limitation of ARR)

AGIHA a1 FT 39NN - 39 AT & g T T I0ET WA & T d@idhed
ot garr yeRid et 1 g fRar Sar € | fheg 39 ot @ s
Heddgl T el & 16 AT oI Tl & |

AET & AT AT A 39T - I5 AR qar & 779 Ao W T 7 wdr &
| Raffiest IRASBT & gorelcAs 3eqdd & faU Ig 3enRI+s § & 3
IRASTATSNT & HiasT & Affea auf & 317 =1 adA7T Fog Adrer I |
3R v @ w1 AuRer Ffed - v dEwmr A =T Wy @ s
TgIdHA T X AT X & Sl § 1 39 & ¥ FH YA el
IRANSAIHT T EAFd FW AT ST § | fheg ¥asr # 3§ yeR Hr
FTAA & 1 TAUROT Haed HideT gier & |

SAATRAF a1l W ISeT gl gEA YHTEl H ST §HT ¢ - I8 A gaa
& ol @ AT § A @ § | T 38 A @R sgawT & o ot
USo qTel F&H THTAT HI aler AT ST Thell ¢ |

fafaer 7 3ma A yguROT IFese - 3@ A A ggEd @A A 3T @
fafeiaier ersal &1 AT fhar S § foes 3ee 319 8id § | 3qRomd o
e fafader &1 3y 7o RfEEer @ ad § O 35 Rege sa@d 3R
dtaa e @ oa € | i Re 3o H e g F g HUAT g &
STg & ST Fehdl § | 31 38 [ F RRaaar & T 78 ¢ |

faftr fr sugFaar - 3T FAAT & gl W M W IR A S ey
SiiaeTehlel aell & AT SigT fafeider @ 9o 3roiat s GoATaferater o8t fohar Sirar
g zu fAfy & gaer garr ad Ao forr s oawar §

16.4

YETRA Uhs warg faf&ar (Discounted Cash Flow
Methods)

dolt Sofeet &1 WFERE Rt & Ao & ¥#F Heg (Time value of
Money) 312iq et aREiser & ofasg & auf & urcq @ arer s yargt
& A Hod W AR 74 frar srar & | i o sotea sfesg & av A
AR #x adTa #§ AT o T aFee § 3 I 3aTS § O afasy 7
grcd gl dTell 37Siel & dddel Hed aid ax fordr S | Ig J1orer fohar
AT ARSI 9 & fafer 3ruar 3mvea Vs gare _fT & gaer ganr
HTr S & | 58 /Y A7 IRISer & HET UhsS YdTEr B GHIT & deH H
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FATSA AT ST § 31aT 37t Teh ferfad orefl eX & &heldl &1 Sl & |
39 &g o1 v fafoar gafed & -

— g daA He fafr (Net Present Value Method)

— g I\ Hed ga&ia [&afF (NPV Index Method)

—  3dRe® 9a &X fafYr (Internal Rate of Return Method)

JaA Ao JauRom (Present Value Concept)

FAT-FARNTST 9T & fafr 39 faurom o 3maiRd § & 31 & T av
gic a1 R 3= 3af & a1 Ud g dTel U ®9AT IIA & Ut gl
ael Tk T F FH ATl gidT & | GEY Usal H IE el off Fehell ¢ b
#fasT # ycd g dTer Th T H Hod A HleT & Th &GT T A &
g | gfe aRaeer R fafeier adae & fhar Sar § Sefe wiicdar sifasa
# gieft, 31 s1fdsT F gred @ arell 3T & ITAT Hed W FARSIT e
3TaeTE BT § | 30T & farw -

fe frdlt e & fJIfFAfea #int @ 8 ufderd g arod g @y § ar
e # R_fEAfaa 100 ¥ & afr faffies asf 7 AT goer Feal -

Table
URFHS | TH av & aray & T av & n asf &
fafereT EEGIGH EESICH RARICH 9RAT
(1.08) (1.08)? (1.08)° (1.08)"
¥9Y 00 | F9¥ 108 ¥9d 116.64 | TUU 125.97 9T (1+.08)"

TAATT Hed & TICHUT & Tg Fgl off Thdl & o TIH ¥ & Hed H Fod
(1.08) & & FdA Hed T 1/(1+.08)= 0.926 & ¢ | AT a¥ & 3d &
gred (1+.08)% ST IdAT Hed 1/(1+.08)° 31Uar .857 &. & | & Rg S
AT dodl SR #AasT & gt @ ald & T A AR FA gy
SR | gdH HeT A9 WA f I A Jgema: owdle e
(Compounding) a1 #ET Heg Ay & 9l ¢ |

faffes auf & Uws @ael § TdAE Heg T JUET . AGT AFHS AR H
A Hed F A A & AU af0d & Aefaf@a g7 wr gaer &ar sn
THAT § -

C11+ C22+ CSS C—n

(1+r) (1+r)" (1+r) (1+r)

PV =

v

gl
PV = &7 AFS 3eddigl & dadA Hed (Present Value of Future
Cash Inflows);

C = U®s 3=darg (Cash Inflow)
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R = a1 &X 1 difdd 9T &Y (Rate of Interest or Required Rate of
Return)
n = auf & @& (Number of Years);
IdA AT ERMOE (Present Value Tables)
SYIER H, IdATH Heg &HT AT g AT Hed RO &1 9Aer fxar sirar
g | T ORI & 1 & & [ aoT & a5\ qeg zr @ar & | K
ay #T 3T HT A Hed AT el & o doAeT Hod RO & 38 a¥ &
A AfEST X W T T HT ITAT Hed Ad X & 3R O 39 39 a9
& 3T F IOT Hd 3HH AT Hod Ad 6T AT § | 3 asf & A
HeaaTg R g AT AT Ahs Hedatgl & e & JAh gy & JaATT
AT FHTA AT Hed AR (Present Value of Re 1 for N Years)
o FEIAT & AT R ST § | foheq I fafaaior & 3ma emaR vd @A
X F A & A SR ITAT Hod Ad Il & [ Tl IIAT Hod IR
(Present Value of an Annuity of Re 1 for Years) &I 9T far s
Fhal & | 30 ARON &7 Fy 37/ G gid § 34T I ARol v &9ar yiday
TIMEAR 9o 8l W 39T e asf & qur (e saa it i ) gaqq@=
Ao veid & & | 30 arol ¥ faegl off & ¥Adl & g oRarR gaATT
& W T AT H GdAT Hed W AT AT S Ghar § | gEd o 39
3afe & AHfedd a¥ & HAeg ¥ IRMAF a¥ & HoT g giar & | v 3T 3
¥ 5 a¥ T RIdR YT 31T H AT Hed Ad e gl ¢ df 86 o
fAfdse gx W diad a¥ & FRF F T W IV FT FRF TR Ied AT Hi
A § dfad a¥ de ured aif¥es 3 ¥ o A Ser | 3w el A fAwT
=gl &1 €T & @l RIS § -
(1) RAfEer & 37 $r 0T H SIS AT §T 6T g I & |
(2) 3T & TIAT Hed H AT I FAT Jo¢ a¥ & 3Hed H 9ed g3
AT ST § |
(3) TFafea & SasT el & 3ed H UIed HAAY Hod & HAfedd a¥ T 3ol
# enfAe fRar Sar § |
FIpfa AgUs - FAT INASA T TIT I § q@ IRASTAT ST AeTd J2T
3G AT AT F IAAT Hed T Jolell aF AT o =ifRe | afg adH T
AT aRASer & drRa § e § a gEad T&eR & forr Sar g | 3
e 999 & #Er gosiegar (Future Commitments) dT aRIASAT &
Trafyd Aot & TEg-aARfEd ) e Agcayel WeR 59 7 ¥ |
3areeor & fav afg By R_faghr gedae @ gww, gfad™, o, agd, 9ad
¥ & 3d H waAw: 3,000 . 4,000 ¥. 5000 ¥. 6,000 & dur 7,000 .
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UF3 Heddlg Bl HT FHGT g TF aifve a1t ax 10 gfasrd gr dr Seidr
AT Hod e IR AT foham Siem;-

Years Cash Inflows P.V of Re. 1 P.V of Cash Inflows
Rs. r = (0.10) Rs.
1. 3,000 L =0.909 2,727
(1+f0)1
2. 4,000 — 3,304
T+ .10y 80
1
3. 5,000 — 3.755
@+ 10)° 0.751
1
4, 6,000 — 4,098
T+ .10y 083
1
5. 7,000 — 4,347
O St
25,000 Total Present Value 18,231

Ifg wrmrera fRfd & e @ Sl @ o AF3 3eadig 25,000 AT
IAOTAT Bl Safh 39eRa At & 25,000 & & 3feddlel & addAd Hed
37T 18,231 F MR ST SIRAT |

3e18I0r (ILLUSTRATION) 8 :

The management of Rani Ltd is considering an investment project
Rs. 90,000 The earnings after tax and before

depreciation will be Rs. 20,000 in the first year , Rs. 30,000 in the
second year Rs, 40,000 in the third years R 25,000 in the fourth
year and Rs. 15,000 in the fifth year, Please suggest management
whether this project is worth to be taken if management wants
12% rate as minimum return

el fafAes &1 9w 90,000 & & T g3 & fafader sa & faar
I E | aX F d¢ Wed &9 & 99 3T 99A7 ¥ # 20,000 &. A
a¥ # 30,000 &, T a¥ H 40,000 &, IqY a¥ # 25,000 dAT G=H a§
#F 15,000 & gred gl

IfE gaer ot W ogeldd 12% T &X g @ al 39 Felrg Aoy 6 34
IRAISAT I TR THAT A AT AT |

gd (Solution) :

TAYTH IRASTAT & 3FTer 9ig auf F e gl alel Ahs edaigl & 12%
JET & ¥ TAAT Hed ATd fhar Siem -

Year Cash Present Value of Re 1 at Total Present value
Inflow 12% Discounting Rate (Rs.)
20,000 0.8929 17858

2. 30,000 0.7972 23916
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3. 40,000 0.7118 28472
25,000 0.6355 15887.5
5. 15,000 0.5674 8511
Total 94644.5

3RIAT - 12% §2T &X W Uhs & adAT HeT (94644.5%.) Ao fafaer $r
AETd 90,000 & & AHfU® § 31d: wedid Eigpd fRar S |

16.4.1 g JaAE HeF A (Net Present Value Method)
& fAfdes gvda & g IAAT Hed (dd?) ¥ dad HEr J6s Hedarel
& JIAT Hed IUT A3 dfRdEl & AT Hed & ek T & | & va. o
e & eedl § " g AT HeT FH AT A3 HAdE F IAAT Hod F
QT & F Ao TRATE F IIAT Hed H TR N ST §, STofh ecdrel
Td gfgalel & TEAT A Iolf dea & Jod 92T &% & Heldr H S § | 3
Net Gain Method a1 Excess Present Value Method #T &gd gl
58 A & 3aeld ~ggas e ¥ & AU geue gant R fEr Jrar
¥ | B a T AR A QS T A S S a5
e & AT Ao R aeg § 3f@s § ar Ras=r wigpad e Tk
HeTAT IFAIHd HX el AT | &I dhfeuss qRASST & Fufa & 39
ARITSTAT @l FhR fhar SR 8T g add Hod iR g | fafagr
TEATEr & Hedidhel I AG FaledH AT AT A ¢ |
YE IAAT Hed & 0T B e ghr § -

1. #gdad 9Arg & F fauRor (Determination of Minimum Rate of
Return) - Az Yalgl A IIAT Hed W o AT FBRT W & fow
A& 3ot @1 &X F1 FAeT R Sar § | I8 S §Er dr geh i
A Bl B | ST YA X a8 X & o Rfadiee gearfaa faferer
W YTCT &l T 98T LT & |

2. Vs IHeqagl vd adfgagl & FdA Heg @ swrem (Computation of
Present Value) 31f&id 9 &X 3rdTq 4ot & derd & F@Edr § J6s
Heaatel dgT Vs dfgalgl & ITHAT Hed A har STdT § | 39 g aaHeT
AT afr & aftta g3 a1 arol &1 g3er fFar arar § | aRaser & fafeer
Fifeh a¥ & URH H fRar Sar §, safed sHEr oed & addA Hed g ©
| afg a1 & a5t & o dfgdie @aT & O 9g & I F Vg Sfeder
TAATT Hed, JeT &I H T A gU AT [HAT T FHhell § | V3 Heaaaal
I 81 JET X 1 FAT Y TA Hed W oA glam |

3. g TAA Hed A I (Computation of NPV) - U&3 Ieddigl & Fol
TIAH Hed dT ks dfgalgl & Fo aoAT Hed & ek & Yg IAATT
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AT (NPV) 81T & | T g3 & 9197 garr 7 g adAT Hod $HT 307
& ST Hhell & -

V={ C + C, + S F oo, G, }—I

L+n" @+r)?* @+r) L+n"

Ie;

NPV = g ddA Hed (Net Present Value);

Ci C, C,, = n auf & faT U+ 3d=addig (Cash Inflow for n years);

I = gRfAF fafadier (Initial Investment)

r = dgT & AT a1 &X (Discount Factors or Interest Rate)
n = guf &r @&ar (Number of Years)

TR & IIAWT Hod & 0T AT Fedaigl H &M F TR IIAT
AT IRON & YANT GaRT U4 §ATA ks eddigl I &l & I dadAm
Aed ARON & JANT gaRT T S |

Fefa Amgus - I RIS & NPV warcA® g af 38 aRAs=r &
TR fhar Sar & td NPV HOMcA® g df IRIASET &l 3der fhar
ST § | RER 39ast a3t & ger & 5F afRaesr w ag ey
siftrswda 8, adr Avs A SrEh

3e18I0T (ILLUSTRATION) 9 :

Kamla Ltd, decided to undertake a project for placing a new
product in the market The Company's cut -off rate is 10%. It
estimated that the project would cost Rs, 4, 00,000 in plant and
machinery in addition to working capital of Rs. 1, 00,000 the scrap
value of plant and machinery at the end of 5 years was estimated
at Rs.30, 000. After providing for depreciation on straight line
basis, profit after tax were estimated as follows:

FA TAACS o TR H Teh AT 3c9IG IR el & TIT Teh GRS gReT
F @ foeads fRar | wewel @ ot aera 10% § | I8 JeHTed fRar
T T 1,00,000 & FRefe GG & AfaRed aRAeen § @97 HR Aha
& AT 4,00,000 F. @RV AT T AMAY F 5 d¥ F Hed H AR
Hed 30,000 &. 3rgATiAT famar orar| el Y@r wefd o g e & 3ued
Y R IFATTAT e folest goh o -

Year 1 2 3 4 5
Rs. 40,000 70,000 1,00,000 60,000 30,000

The Present Value factors at 10%per annum are given below:
10% aif¥er aX N U TIA H IAATT Hed HRb g GdT 3T -
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Year 1 2 3 4 5
PV Factor 0.909 0.826 0.751 0.683 0.621

Ascertain the Net Present Value of the Project
ARAISTT & g TAAT Hed HT 0T HIS |

gd (Solution) -
Statement of Net Present Value

Year | Profit after tax | Depreciation | Cash Inflows | PV factors at | Present Value of

and dep. (A) (B) (C) = (A+B) 10 % (D) Cash Inflows (E)

Rs. Rs. Rs. Rs.
1 40,000 74,000 1,14,000 0.909 1 1,03,626
2 70,000 74,000 1,44,000 0.826 1,18,944
3 1,00,000 74,000 1,74,000 0.751 1,30,674
4 60,000 74,000 1,34,000 0.683 91,552
5 30,000 74,000 1,04,000 0.621 64,584
Total 5,09,350

Scrap Value at the end of 5 years 30,000 0.621 18,630
Working Capital at the end of 5 1,00,000 0.621 62,100
years
Total Present Value of Cash Inflows 5,90,080
Less: Initial Outlay 4,00,000 + 5,00,000
1,00,000
Net Present Value 90,080

feoqoly - g fr IuTEr FFT yER Fir IS | -
Dep = Initial Investment — ScrapValue
Estimated Life
~4,00,000-30,000
- 5
3ereYor (ILLUSTRATION) 10 :

Parag Limited is considering for purchase of a machine. There are

=Rs.74,000

two possible machines which will produces the additional output
Details of these machines are as follows:
WET RS o @i @les & s &F fJuR & & ¢ | o danfad #@eie
v g o 3faRed 3cag &1 AAT R TSy & | 57 7l F fFawer FeT
YR ¢ -

Machine R Machine S

Rs. Rs.

Capital Cost 60,000 60,000

Sales at standard Price 1,20,000 1,00,000
Costs :

Labour 10,000 10,000
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Materials 12,000 12,000

Factory overheads (excluding Depreciation) 10,000 8,000

Administration Costs 5,000 2,500

Selling and Distribution Costs 3,000 1,500
Expected Life in Years 2 3
Other Informations : (a) Sales and Annual Expenditure are

Expected to continue at the rates shown for each year for the full
life of each machine : (b) Tax rate is assumed at 50% of net
earnings : (c) Interest on Capital is to be ignored : (d) appropriate
rate of interest for converting to Present value may be taken at
12%.

By using the following methods suggest which project should be
accepted: (a) Pay -back Period (b) Accounting Rate of Return and
(c) Net Present Value on Investment

I FIAATC - (3) IS AMF & 7 Sfad a1 & fow f5ehr va aivs o
AT W[ (F) FX A e 50% FAT ST Thal §, () ol W =T HF & F
el 3@ €, (B) TA Hedl # aRadd o & fow 3a saer i & 12%
o ST | 2l

et fAfeEt & 3R W goara AfST fh Sladll aRESEr TR HT S -
(1) 3er@e 3™ (2) o Yoam X (3) fAfanl W g &1 ge
A Hod

The Present Value Factors at 12% per annum are as follows:

Year 1 2 3 4 5
PV Factor 0.8929 0.7972 0.7118 0O 0.6355 0.5674
gd (Solution)

Profitability Statement
Particulars Machine R (Rs,) | Machine S (Rs.)
Sales (A) 1,20,000 1,00,000
Cost of Production 32,000 5,000
Administration Cost 30,000 2,500
Selling and Distribution Cost 3,000 1,500
Total Cost (B) 40,000 34,000
Profit before Depreciation (A-B) 80,000 66,000
Less: Depreciation 30,000 20,000
Profit before tax 50,000 46,000
Less: Income tax at 50% 25,000 23,000
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Net Profit after tax 25,000 23,000
Add: Depreciation 30,000 30,000
Net Cash Inflows 55,000 43,000

Intial Investment
Estimated LifeinYears
60,000-0

2

Depreciation =

MachineR = =Rs.30,000

60,0000

Machine S = = Rs.20,000

Initial investment
Net Annual Cash Inflows

(A) Pay back Period=

MachineR = 60’008 =1.09yrs
MachineS = 60’008 =1.395yrs

Hedise - 3erel 3afer f[AfTr & 3muR W 7 R & grafAswar § sreh |
(B) Accounting Rate of Return Method
Average Annual Income after tax and dep.

ARR =
Average Investment
MachineR = 25, 008 x100=83.33%
MachineS = 60,000

0 x100=76.67%

oA - 3 Ugid & YR W 3 #AMNaT R 7 wruffesar & smeh |
(C) Net Present Value Method

Statement Showing Net Present Value

Year Cash Inflows P.V. Factor Present value of Cash Inflows
Machine R | Machine S | at 12% Rate Machine R Machine S
1 55,000 43,000 0.8929 49109.5 38,394.7
2 55,000 43,000 0.7972 43,846.0 34,279.6
3 43,000 0.7118 30,607.4
Total Present 92,955.5 1,03,281.7
Value
Less : Initial Outlay 60,000.0 60,000.0
Net Present Value 32,9555 43281.7

Aot - 38 Al & 3R W 7MaT S &1 grafAswar & sl |
g FaA AT AT & amr (Advantage of NPV Method)
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. WA FRF P Aged - 30 QA A Frqol qomEr gikar & 3w wita & a7
FR& A 3T FAgea Rar anar & | el 36 vg dad v X # 5w
FRE W I A1 f&ar Jrar g, 37d: I8 [ 318 3urdws ¢ |
. FFQUT Sfiad w1 & o W R{ER - 38 9IS & @ et Siad dra H
gred gl arel ol W AR fRar Srar § F fF Fad dnrg agel w1 3!
SrdHIeT dF IO ¢l dlell IR & Hedihd & fou ag fafer e
39GFT ¢ |
. WA 3Tl Y G FH 3UGFd - IRASTAT & el Flel H FFAT 3Hollr
gem 7 o 7 Y 4vs § Hife mAfoa g (it & g 7 saa
UG Hr AET AJOF g & |
. ATFIA Feaor - Ig [ cIqara warfAdt & F™FIA FeAor & 3T 4
AT @I § | Fife s /Y 7 avrer g @i drHl F Sy Aes? yare!
T 99T fRaT ST § |
g FaA HeT AT F @ (Disadvantages of NPV)
. AT A HISAE - TAAH Hed HT VT e Hiced HI § | 37T 30 Oy
T THS TS T A F WRerd At 6 goer F A wfoans gl #
. Shaarwrer # o Ffea - RIS F Sfaed FreT H1 QET YEar F AT
T HiSA § oAy § AT e aRASET w1 gEdE @, Feg 3w
Siaetentel T 18T ¢ af 30 [ty & forar v aée &7 ghemm |
. TgAdA IO &X uRer # #feag - 38 (Y 7 Ves daE dr e g@-
fuRa &, S 5 aFeaa: off 1 ard gdr §, W &eldr & S g,
foreg gaer & fAT qolt amerd 1 @ eRor wter wfod w1 § |
. ATHEHSAT T W Hodih @gl - 30 AT & IUR W Aodied & & v
Hed &Y & °USHT Sar §, 3d: Hed g¥ & gerd 91 emerehar &
aEdTas Hodished HHT FEr giam ¢ |
. ygdd Y AfEF W e Af - IRH HA FHA AT & drelr IR
YE IAAT FHed, SNaslehiel odl glel & HROT, IRA H F JIT &l areir
IRASEAT & A0S § af 39 [ & 3R )W 9yd7 9RISEr &1 g fhar
SRET | et 3 H @A 3% Sfael i g W SAmEr gl & |
. Rfe e arelt aRaisemet #r a@n & seqegEa - 3§ R & Ao &g
UCd Yg TAAT Hed H HUR AT A § fheg R R_faer aft
arell GRS T Jolell el X 30 AT & FANYG gol o161 Tolehel HehaTl |
et aRAeer # 30w R i magsar @ & @ 3 R g
IIATH HoT Iod gl | 3 A5 AAT 3T 61 g | gER Uusal H 37
afr & areafas 3UTq TRUeT o g forar arar & Stefer @iy st
& MU W Il |T9eT AGE I &1 &l el =g |
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16.4.2 AT Hed HaHi® I APGHFAT ga&F fafdr (Present Value Index

Method or Profitability Index Method)
Yg A Aed fafr 7§ aRASen i awErREar f S g adHT Hed &
RFT & UR R H S § foheg W IRASER [Serehr fafaaies serd
THeeT-fResT B, 3eTehl AMIGIIhAT T 38 AXUET Hod & TN W HET Hodiehs]
I A QYT § | 3 FH B ¥ WA & o0 AET M AT TSR
Hahich AT T S g1 A AdS eddlel & IAAA Hed H IRTHS
R aETa ¥ A & TTEIRdT it dEemdr € | 39 RAfYr & o
AR 37Tl 81 gl STl § | SIIeTeIehdl FEehieh i 0T g foeeT faf@d
qF & A wAer R o T § -

PresentValue of Cash Inflows

PresentValue of CashOutflows

Pl or PVI =

v

e,

Pl = WTHeISdT gahish (Profitability Index)

PVI = addA Hed ga&is (Present Value Index)

Tpfa Avevs - aRASAT & TT WS AT I AHSIHRAT IR Th
T SAT AF M1 § o IRASAAT ATHEIIF ATl STl & | FIhh & Th d
FA gl W IFAG IEdPpd A A1 Sar § | IS T & A gk«
H Q@ T T 81 A 3o¢ Gl Fhieh i VAT F HATg Y o
ST & ud O IRASAT F GRS gaeie HAYE g, 38 o faar
ST & |

YT TAA Ao R va aneRFar @& 6 goar - qg ToAT Jed &
UAlcHE gl Td JIAT Hed Fddhih & Tk ¥ 3fd g W gl &
TTT AT ST § | 37T aRAST T3 g Al A7 FH A e g g
FifF AHGTIRAT FIHhih T Th & 3UF ad & grod gren Jafe g gt
Hod UellcHesh Y, foheqg TWER 3qdsii IRASEANT $ ger & ae fafer J
HEIT-3SIT T & Thel ¢ | 0 H ARG Yol AAATSTT HT TATAT g1 & ar
IE IoA Hed AfT waifds Iuged AW S & | dolt G gl ar
IRASTAH H aRrg A FAedar g W RIS T g TIAT Hed
ahieh H ggia Iugerd grem |

gt gANTST (Capital Rationing)

qolt fesT T 9HE 3220 HEAT Hi el ol &TAAT # 3fg A Foar
HUFIH FAT AT & | Th BH A 9gd O Hvg IR @ dhl &
Afhed 37 WY & T wAicd ol 3ucey =T THT g0 gl | 3ah
sfaRed e IRAS3t & o v amTedr F i 3R 8 Thar §
HA: Yot Solced &I AT AT 39eet Yot & Affest dopfeus fafadel &

393



gecar HT § | g9u A 38 dfAd goh o Affed gfaaeh fafaaet 7 sa
YR SicaT gy e aney Afehdd & doh | Ig AT g Yoir o1 Tafeler
IT ST FHEATSA FgeAlel ¢ |

Tg o Tos¢ & g b fRaY oY aRAeer & &R a9 & fRar Srar g Sefe
39 IR ¥ 9ed YT 3% o 3@ Yot F detd & 3RE g |
e IRASTAT FI FHATE WA & 9T 34 IRASTAT FI S5 Gar
STar § O W v, qoft @ g O &A § | AV qRANSST Fl 3T
AHYCAT & A H W TafAsad FuilRa &1 aclt § dar &7 waAsg
fafeaier gearat &1 99 a9 d% FXa 9 & 99 d& & do¢ @A gATd
T &1 STl § |

3¢rgYor (ILLUSTRATION) 11 :

Juhi Ltd, company manager is considering three project which are

not mutually connected and any of them can independently be
selected. The company has necessary funds but cannot take up
more than one project. The overall costs of capital of the company
is10% and the expected cash flows from the projects are given
below :

& TfAes & goeus I aRASERt | fGarR & @ & S e A
TERT AT § AT 3 & P oY TodAAgEE gl ST ThAT § | HEIAT H
o qAed FIY §, g v @ 31w aREieen & Ter a8 e ST oasar
g | FFIEAr F Yot derd 10% § J2r IRASAT ¥ @Hfad s varg s
e 7 ¢ -

Cash Inflows Statement

Project No. | Investment required Rs. | Year 1 | Year 2 | Year 3 | Year 4 | Year 5
Rs. Rs. Rs. Rs. Rs.
X 1,20,000 1,20,000 | 30,000
Y 1,25,000 - - 1,00,000 | 50,000 | 70,000
z 1,00,000 - 40,000 | 50,000 | 50,000 | 20,000

You are required to advise the management as to which project
they should take up Give reasons for your advice

IR UG H FAE coll g [ il RIS of I | AYAl Flg &
FROT o S |

gd (Soution):
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16.4.3

Present Value of Cash Flows

Year Cash Inflows Present Value
Project X | Project Y Project Z P.v. Project X | Project Y Project Z
Cost Rs Cost Rs Cost Factors Rs. Rs. Rs.
1,20,000 1,00,000 1,00,000 @
Rs. Rs. Rs. 10%
Rs.
1 1,20,000 - - 0.909 1,09,080
2 30,000 - 40,000 0.826 24,780 - 3,040
3 1,00,000 50,000 0.751 - 75,100 37,550
4 50,000 50,000 0.683 - 34,150 34,150
5 70,000 20,000 0.621 - 43,470 12,420
Total 1,33,860 1,52,720 1,17,160

i et a3t i aerd # Fedar §, AT THGIHRAT & Hedihd &
foT ada = Heu gueie & ugla suged g -

PV of CashIn flows

PV of CashOQutflows

PresentValue Index =

Project X :M =1.115
1,20,000

ProjectY :w =1.222
1,25,000

project Z :M =1.1716
1,00, 000

IRMET - Tfh URISTAT G T oA Hed Faehieh AT I FIAT oIme7s7ecar
Feifte §, 31 30 IRASTT # & Tligd AT ST TR |

HeaR® 99 &¥ RAf¥(Internal Rate of Return Method)

RS Hedishst & 39eRd Uhs yarg R d & add@=T Hea [ 3rgar
Ye A Hed (Y # 3U@d a7 HUR0T g6y g aRIASe A &
TTT g UE W X T ST & | 6 X 1 UROT g S & e foid
RIS T TIAT Hed WAdSH e o Thal §, fheg I 7o 3ndfda
IO & AT At g ar o Rufa # sfesy &7 gred @ arer uft &
IAATT Hed HI IRfAS fAfAder & ey e g | arfd sfasy & adA T
F TR W T ST T | 30% foIv 99 a3 FI 9AeT har Srar g, 39 Uhs
JaIgl & el T AR 9 & (Internal rate of return) &gd g |
Wt R & I3FER, "HedRe T W T H TR & S
fafedisier & wod g1 arel YA el 3Hedigl & TadAT Hod @ fafadiset
&I @ & Jod (Equates) & &ar & |
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‘IARFT #T dEEEl F INYG F AR "FHIT FARTGT AT &I AT Y
gg 3fedd X g o pdr dRAeer W oo e g1l & Rfedsa &
Shiaetarter 7 ool Yolt O s ST Fhell & 1"

AT TE FET N ThAT § fF ARG IeaT X 9 & g & e R
aRASter & aif¥e UHS eddlel H IaAT Hed 38 IRASTT & IaHATT
fafer e Aeg 3rar RIS H ITA aRT F S @ oar ¢ | 36 O
H o g 'gca FT €U @I oar g | 39 3 & §gr @¥ (Discount
Cash Flow Rate), A% §ARNST &T (Time Adjusted Rate), 3uifoid &
(Yield Rate),aRas=T 9 &I (Project Return Rate), Yot &r dAEd
3cdieshar (Marginal Efficiency of Capital), fafaatear fafer (Investor's
Method) 31fe 3 AT & off SITar STar & |

HedReh IO & & MUR W AU o & qd §81 arT A9h aifsd
I &X dF X &1 ot § o sfeed &x, smm &X (Hurdle Rate), Ir &e
3% g (Cut off Rate) #gd §! Yawts TauyA IRASET # [>T g
arell TR dlel 38 IRASTAT § 9o gt alel Uehs Hecldlpl i A ol
g | forelt & &1 9T e oA & 9red 3o Ahs Heddigl ol addA Hod
RfFaeT oy & /R & F F7 93w K sar § | aRA@ser fr e Tg
eX sfood &r a1 #e3iw YT (Cutt off Rate) 31w gidr & aF aRIs=r #r
TSR R T SIar & 3T IR AT ST § |

qT &9 # 3 T IHR oI AT S FehaT § -

__C . G C. _

(1+r) (1+r) (1+r)"
AT

= C11+ C22+ C33+ .............. C”n—1:0

(I+r) (I+r) (1+r) (1+r)

et

Cy, Co, Cn = n & AT yg U3 3iddE (Net Cash Inflow for n years)
| = 9RfA% fafadmer (Initial Investment)

r = 3dRe® 9 &1 (Internal Rate of Return)

feoqoft - cgagR # ARE AT o Fr AT 7 FH T F WA W
TIAT Hod ARONAT T 3TAT AT ST & |

Ifg dgd & IRASASHT FT Hedihed HET &1 AT Th 8 A& GRS H
T FHET g dl HhdA HedReh TAT & alell IRASTT Sl TIH TATeA
T, 3GH HHA &I dlell &l @Y VT W JUT 3HT FH H FIH HH HlediNeh
AT & dlell GRS &l 3fedd T W @ STR—E | GRIASAT Hr
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IR ¥ AT H AR 39 F4 T d SR FAr SR J9 d& Yoir 1 7Ry
(Capital Constraint) #gT & |
HedRE JeAT & FY A0Tam
AT T AedReh &X AT W T A0 ar aRfeufaat g awdr § -
1. 9fd a¥ JA&3 3feddig HT MY FAWT g |
2. 9fa a¥ Vs edaig &I IR 3@AT & |
. 9fa a¥ A&F3 eaaig 1 T THF g W -
Ife AR & 9ReT & Fad T & Uhs dfgdig & vd 3uF arg gfday g
Bl alel Achs 3fecdiel 1 TR FA § O FaygH Feafaf@d g7 & adaw
AT ueah (Present Value Factors) #Td fohadm SIREM S 3Graef @™ &
AT gram -
P\/ Factor Initial Investment = |

AnnualCash Inflows C
AT Hed Gcdh I 0T & IRATd Fail JdA Hed AROT # g &
SliaeTehlel & a¥ &I Gfdd H Iod Oceh @R RIS I FATAT & AT
& SREN | AT 39Ed I ¥ IA0ET I Hed daHe Hod ROl #
8l fASAr § | 98 @Rol & fhegl ar & & #ew f&ud g d@har g, o
fEafa 7 aredfas HedRe T a0 AT el g Hedlerrd fHar Srar &
HATF Gl & & TAAT ‘FHed S IO F fAFT I H1 FAeT fohdm Sem
IRR=LDR +2 =2 x (HDR-LDR)

P,— P2

1

v

gl -

IRR = 3fidRe& 9 &X (Internal Rate of Return)

LDR = &Y 9eaF & (Lower Discount Rate)

HDR = 3=t g X (Higher Discount Rate)

P, = A &@¥ W adAT HT (Percent Value at lower rate Interest)

P, = 3dT g7 W JdAeT. HeJ (Percent Value at Higher rate Interest)

Q = < V%3 dfgaTg (Net Cash Outflow)

feoqoft - 927 X qUT TIAA Hed F AU T9Y gar § q 9T X F FA

g W ’AF gIAT Hed U F2T &I & 5T @ W FH IdAH Hed ured

gidr § | 3 9dA Hed & do & fav §gT X H FA Hr S g ar

FAHATT Hed Pl HH el & [T 92T & HT FEAT AT § |

3¢rgYor (ILLUSTRATION) 12 :

Find out Internal Rate of Return of the project from the following

data:

fArafaf@a sfiest & v IRASTAT A HedRe JIT &I T I Hifow
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Initial Investments Rs. 1,08,150
Annual Cash Inflows Rs. 30,000

Project Life 5 Years

gd (Solution)

PresentValue Factor = 1 _L08150 3.605
C 30,000

TIA IIATT HoT ARON A 5 a¥ arell X H 3.605 TIAH Hed °eh 12%

&I &Y arel W A AT g3 & 3T HeadReh Fearg &l &¥ 12% A=Al Sl gl

. 9fa a¥ A3 eaarg H Y. IFAT g | -

faffiest gt 7 urcd Vs edatel A IR A AT SN g A Ha v &

FUR fafr ganr HedRer YT e AT $HT Sl § | 8T Td gUR & 3T

¢ & 39 X & YR W N3 Heddigl & TdAT Hedl Sl 0T H ST

€ Ud AT A 9 & W Uhs Headigh &1 AT Aehs dfgaiel & SR g1 SiIelm

g, 9% W & IEASF HARE TSI & AT S § | 3 g 0w fafer

AT yBR § -

1. HA9YH UHS Heddigl & AT & YR W JIAT Hed ged A fhdr
ST § -
P\/ Factor — Initial Investment

AverageAnnual Cash Inflows

2. 3%d AW Hed "eh B GOl IIAH Hed WROT H SR fAhedd
FRE F YR W TIH ST & T FUROT FI1 Sar & | 37 X & T
auf & AhE Ieddigl H adHd Hed AT fhdT ST ¢ |

3. I 9UH T X & IR W Al I IIAT Aedr &1 Aer fafaamr
T AR ¥ AHE AT & O Uge F FA & H YA F Uhg Heddiar
F IIAT Hed A fohar Sem, s@e fawid Ife wd & @ urea
IAATT Hed &I AT AR & aRtd & &7 gdr g df 36Tel ofid &
ford ggor & &R e 1 ART SR |

4. gAERIT: E X W adA Hedl & A7 R_fAIer & ang F auR
gRN, I IedRe IAT &I HgaRE | IfE Iedias 9cdd & 9dH
I eX T GfadIT ST &X & ALY gl g, dl Gl JUhs Jdig HI &2m H
aftta T &1 TR T Aea@orE f&AfTr gart @ 3aies geary & A d
& ST THAT § |

Yg TAAT Hed UG HaRF TA & A goenm (Comparison between

NPV and IRR)
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Yg adAT Hed Y vd 3iales gear o Ry Qe & Jefera Rfaed &
Hodichel T Ahs FaTgl T Feldl dehelleh & al TI®T § | ST@r dsh THATAAT T
g B, 3o dll At A, §Fg FRe & «u A @ Sar § utd A
Headigl # Jeipd offar ¢ | Afe % R geae & wigd rmEr
3EdHd g & H9Y H AU e g ar aer At @ @Fe aRoma
fwed §, fheg 7 AT & Saeg 8 5 gl Al 7 $o 3FR §
St faFrT yoR § -
. AgaT (Assumption) - g TdAT Hed Al 38 Aegar | 3muida § '
AFs Jidael & FREEeT & IR T & ued g WA S
A Yot & aRTd 8l & | Safeh 30dRe 9T X 8 Aegar & &
Vg Hadiel & gHiafAAs aRASET & R Sladese d AdRE T &
¥ grdr gl
. qifda 99T & (Required Rate of Return) - g AT Hed Tgid
aifSd AT X $ q@ SR & Sl § Sefeh Hiake 9 & fafr &
YTaH dIfdd JedrT &X 314 @ (Unknown Variable) g1dT & |
. faswst F @BAwar (Different Conclusion) - If¢ IREASAR” RER 9TSi §
ar gt faftt & A vy wAe A8 gl € | WER 3vastt aRASTEt &
3Ry O RIS & § o Ife v @ Eigpd X o Srar § ar gEdr
IRASTAT TGS & Sl & | sy 3reRr-3reer safav ured giar § Fife
IRASTAINT & Shasdrel H, Uhs oPld H HYAT AHhs Hddlgl & TGET H
foestar gy & |1
. 9™ &T #T 32T (Object of Rate of Return) - g adA Hea afr
Ig gderar g fo fret aR@ieer 7 sftean feeaeh afr R_faaifea & s
a8 58 RIS ¥ grod 3 AR & ol Gt & SR &YX W ST
g ool & ol 39gerd g | q@dl 3R 3RS I & GRS &
fav Fet fr ota W &7 sare A 30w X PAUiRa a=dr & | 3 Usel
# ofdeer 7 fRfEafea o & arg 58 93 @ 8 3ife @0 g
IRT |
38X (ILLUSTRATION) 13 :

Initial Investment Rs. 20,000

Cash Inflows Rs

Year I 1 1
Rs. 11,000 8,000 5,000

HTed e TedTT &I HI 0T HIAT |
Calculate Internal Rate of Return
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Discount Factor

Year 1 2 3 4

10 % 0.909 0.826 0.751 0.683

12% 0.893 0.797 0.712 0.6355
gd (Solution)

11,000 +8,000 + 5,000

(1) Average Cash Inflows =

3
_ 24,000 Rs. 8,000
(2) PV Factor = 20,000 =25
8,000

(3) T TAATT Hed RO H 3 a¥ arell Gfdd H 2.5 °ch oIieT 10% Jeard
& & T A §, 3T 10% & W Ahs Heddigl & dA Hed $Hr aomeEn

5T YR Fr el -

Year Cash Inflows P.V Factor Present Value

1 11,000 0.909 9,999

2 8,000 0.826 6,608

3 5,000 0.751 3.755
Total 20,362

(4) <IfF w3 feddial F TAAT Hed H ART 7l AT awrg @ 31w § 3

9gel § F S &3 1 ST fhar SRem -

Year Cash Inflows P.V Factor Present Value

1 11,000 0.893 9.823

2 8,000 0.797 6.376

3 5,000 0.712 3.560
Total 19,759

(5) 10% & W FIA Hed A dRld F 3HRF Fafdh 12% &7 W IIAT Hod

Hel oI § A WICd BT § 3cl: ARS FeAT T 3of & & #ALG # gran |
EATEF edReh T &Y HTeawevre A gart RAegar A v Smef-

IRR = LDR + 1~ % x(HDR - LDR)
P,—P2

1

+20,362—20,000 x
20,362 -19,759

A HARS 9T &X 11.20% gt |

3¢ (ILLUSTRATION) 14 :

Parag Ltd.is Considering two mutually exclusive projects

(12-10)

. The

following art the Information for the same.
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WreT fAfACS & WER 3Uasl] IRASERT W [aR & W § | 3Wad &

fov fArafaf@a ggant § -

Initial Investment Rs, 1,00,000
Lifetime of the Project 5 years
Required Rate of Return 10%
TaxRate 50%

The Net Cash Inflows before tax and depreciation are as follows -

IR & Y Uhs 3iddlg FN AT g § qd AT g § -

Year 1 2 3 4 5
Project S(Rs.) 40,000 40,000 40,000 40,000 40,000
Project R(Rs) 50,000 40,000 20,000 50,000 50,000

The Project will be depreciated on straight line method. You are
required to calculate:
(i) The Pay back Period of each project
(i) The Average Rate of Return for each Project
(i) The Average Rate Value of and Profitability Index for each project
(iv) The Internal Rate of Return for each project
Which project should be accepted and why?
IRASTAST X g el @1 ggfd W oemar Srar g | 39 fAeafaf@d
IOTAT T & -
(1) el aREISTET B GslaarT am |
(2) 9% IR $r 3T TeTT &3 |
(3) 9% IR &1 Y TAAH Hed TUT ATHGIRAT I |
(4) 9% aRATSAT HT HedReh I & |
fra aREsreT & gar R 3k =i
2T $R&/Discount Factor

Year 10% 15% 16% 18%
1 .909 .870 .862 .847
2 .826 756 743 718
3 751 .658 641 .609
4 .683 572 552 516
5 621 497 476 431
Total 3.490 3.353 3.274 3.121
gd (Solution) :
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Calculation of Cash Inflows after Tax

Particular Project (equal Project R
for each year) I yr. Il yr. 11 yr. IV yr. V yr.
Rs. Rs. Rs. Rs. Rs. Rs.
Cash Inflows 40,000 50,000 40,000 20,000 50,000 50,000
(Before Taxes and Dep)
Less: Depreciation 20,000 20,000 20,000 20,000 20,000 20,000
Income before Tax 20,000 30.000 20,000 - 30,000 30,000
Less: Tax @ 50% 10,000 15,000 10,000 - 15,000 15,000
Net Income 10,000 15,000 10,000 - 15,000 15,000
Add : Depreciation 20,000 20,000 20,000 20,000 20,000 20,000
Net Cash Inflows 30,000 35,000 30,000 20,000 20,000 20,000
Cummulative Cash Inflows 1,50,000 35,000 65,000 85,000 | 1,20,000 | 1,55,000
(i) Pay -back Period

(i)

Initial Investment
AverageAnnual Cash Inflows
~1,00,000
~ 30,000
1,00,000 — 85,000
35,000

ProjectS =

=3.33 years

Project R =3+

= 3+$ =3.43years

Average Rate of Return
Average Annual Income after tax anddepreciation y
Average Investment

ARR = 100

10’00(())><100 — 20%

Project S=

ProjectR = —11’ 000
50,000

x100 = 22 %

Average Income (R) = Rs.15,000+10,000+ 0+15,000+15,000/5
=Rs 11,000
Average Investment = % (1,00,000) = Rs 50,000

(i) Net Present Value and Profitability Index
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Calculation of Net Present Value

Year Cash Flow P.V. Present Value
Project S Project R Factor Project S Project R
10%
Rs. Rs, Re Rs. Rs,
1 30,000 35,000 .909 27,270 31,815
2 30,000 30,000 .826 24,780 24,780
3 30,000 20,000 751 22,530 15,020
4 30,000 35,000 .683 20,490 23.905
5 30,000 35,000 .621 18,630 21,735
Total 1,13,700 1,17,255

Net Present Value = Total Present Value - Initial Investment

Rs. 1, 13,700 - Rs. 1, 00,000 = Rs13, 700

Rs. 1, 17,255 - Rs. 1, 00,000 = Rs. 17,255
Present Value of Cash Inflows

~ PresentValue of Cash Outflows

Project S

Project R

Profitability Index
1,13,700

Project S=—————=1137
1,00,000

Project R = 117,255 = 1173
1,00,000

(iv)Internal Rate of Return

Project S :- 38 9RAST $r Aohg iddier H AR gfd av¥ gAF &, 37

TAYIH TIAT Hed HReh AT AT Ay Hr 07 HIfFT |

P.V .Factors = 1 = 100,000 =3.33

C 30,000

R gAA Hed EROM A qRASTAT & SNl @il 3 5 ay¥ arell dfed #
SH AT Hed FRE W A & 15 yfaerd § | 36 ¥ W El e
PR 3.352 § S 3.333 ¥ A™F § | A TG FAT & A YIET fohar
SR arFdids 9eard &3 15 ufaud ua 16 gfaud & #eg gl aifgu |
IEATdeh & Hed@uTe T gany A $r Sae:-
P.V. at 15% = Rs. 30,000 x 3.352 = Rs. 1, 00,560
P.V. at 16 % = Rs. 30,000 x 3.274 = Rs. 98,220

IRR = LDR+%+><(HDR ~LDR)

1 2

1,00,560-1,00,000
1,00,560-98, 220

IRR =15+

X (16 —15)
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560

2340
=15+0.24=15.24%
Project R
Uhg yaTg A 78T §, I T Ud UR [T & v2er fFar smdem | g5
foT adaA Hea & aurer faeT geR & SR -

Initial Investment
Average Annual Cash Inflows
_1,00,000
©1,55,000/5
_ 1,00,000 _3923
31,000

T ITAT Hed ROl & 5 a¥ &1 9fFd 7 30 HoF FRF (3.23) W IIF
gL TTITHAT 18 §Z & | 3 39 YA X W [Affie asf & qwg 3idawt &1
IAAT Hed A F& R_fAIET amerd & geoiem & SR | Ifg 3§ W W
TIA Hod F P § FH 30T § aF $q Al & 1 JI97 Fhar ST |
38 faudid aoA Hod & el aNId ¥ S g W s8d Sl & & FheT
HT |

=15+ x1

PV .Factor =

Present Value at Different Trial Rates

Trial No.1 Trial No.2

Year Cash Flow P.V. Factor | P.V. P.V. Factor P.V.

At 18 % Rs. at 16% Rs.
1 35,000 .847 29,645 .862 30,170
2 30,000 .718 21,540 743 22,290
3 20,000 .609 12,180 641 12,820
4 35,000 516 18,060 .552 19.320
5 35,000 431 15.085 476 16.660
Total Present Value 96.510 1,01,260

i Aehs 3icdTel & aTA Hod 18% T X W RAAANT ot & &
HA: HETHT S &g SHY A & 16% off TS § | $H X W UHS Jddrer
T gIA Hed RAfAAer f area & 31fP9% g 3d: aedids 9 & 16%
T 18% & HEY g fSEeh! 0T HecR@0TT & I § e JohR & Sei-

IRR = LDR +%x (HDR -LDR)

1 2

1,01,260-1,00,000
1,01,260 - 96,510

IRR=16+

><(18—16)
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12602
X

=16+—-x2
4750

=16+0.53=16.53%

oy

Project S Project R

(i) Pay back Period 3.33 yrs 3.43 yrs
(ii) ARR 20% 22%
(iii) NPV Rs. 13,700 Rs, 17,225
(iv) Profitability Index 1.137 1.173
(v) IRR 15.24% 16.53%

Shadl G AT AT A BIsH RIS Hedished T 3g T fafdr &
HFER IRASTAT R T =TI & e9G § | Hereh afs gRATen S &1 7
¢, fheq AT # T el IHTed FHA E |

aafl® g &7 A & awr (Advantage of IRR)

. AT FR& (Time Factor) - 38 (AT & off g7 arRe R AR Far srar
¥ 3 sfasT F god @ ATl 3 F 3UGFE & A AIEIRA I IIAT
Ao A R Srar g, 3 I8 Ofr gudws | |

. Yol amera & @ Seert 3maRad @@t (No Need to Know Cost of
Capital) - g8 @ & 9ORT A W IRASEAT & Hedlhd d Ugol @l
A afod Jearg T gt WAafEa Fer T AaRTFHar T gt § |

. IRASAT FT FAT Hediw (Overall Evaluation of Project)- 38 fafer &
fafer w3 witg & fe @ IS F Tl Sladere, afse
Aed, AFd FrRfa ot W AR fFar Srar & | 31a: 98 e o7 9t ¢ &
g A aR@ieer &1 @7 §9 & Aegiwd ad ¢ |

. gudcHA® deeE®ar (Comparative  Profitability) - ag fOfer e &
foae & &1 3 g & § i e _fedies geamEr 1 9o $r
AT ¥ Jolell Y IR & AvT forr o d@enar § & fha geara & gag
frar S | O geda & T X P B ded ¥ 3fUE g, 38 'ieR
fRaT SRR | 3 RIS gl W AThdH 1T &3 arell IRANSTAT &l
TUH T fedr S |

Ieai® 9 & A & gv (Disadvantage of IRR)

. @Ag # ®fea (Difficult to understand) - & fafr & vt @ ¥
Sl 3T & FHST AGT A & | 37 Yol doted & Affes Rfti 7 ¥ =%
fofer wedr aifde wfea & |

. #fARgaar (Uncertainty) - I8 @ 58 #Aegar | 3maRa § & a&r &
HITST 7 9o’ glel aTel an¥eh Vehs 3icdigl & AT fdle il @ Feard
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N T & AR AT e g @l | g sfasy afafRea § arffq Ao
3HaTgl &l AT a9 Ud oI & 3efATel 9 MR glan & o foh &
AT g & |

vy & sf&a$ (Difficulties in Decision) - 38 afer & @graar @ wefi-
FT T AU A HiST @Y. S § Hife I8 Ay g9 9 gur ferd W
3R & | 3TATT Ahs ’ddiel Y &2 H F$ aR o I1 399 ’®F 3k
gred gt ot § | T Rufa 7 ag gaear 3¢ g Sy § o Rl ar
3ck 3fAa ghem |

16.5

3= faf¥ar (Other Methods)

9ol d9iC Jelel 3T faftar oft §, eer avied foleed 9o § -

(31) 3rugIRa et afr ™ (Discounted Pay back Method)

Jeret 3Ef A & I%s eddgl A TAAT Hed W AGl o Sl Hr
FAT A g A g X § 3T ereh 3af™r fafer &1 gemr gam &9
3R et e [/ & | 37 /A & Ao 3eddel i afd v <
W FEldl HT S § | 3T UBRA Aehs FaTgl & dHT Hod H IRASTET &
URH ¥ 3H FHI o Eiad fhar Sar § o de 6 adAe Hedt & der
IRASTAT H FT TFT F WK o g JF | Tg I3a & 39eRa eren
3af Fgardl & | 39 Af 7 Vs edaigl & TddAT Hed ATd Hel & aIG
3T Y I0TAT foRaT rerel 3 RAfr & TEe & W ¥ |

3¢ (ILLUSTRATION) 15 :

Using the following information calculate Pay back Period under (i)
Traditional Pay back Period Method (ii) Discounted Pay back
Period Method.

A &1 a8 I T ITANET A g (1) WRETT el 3afer f[afer aur (2)
3R e 3afY afTr @ 3rerel 3af & aurEr HifsT |

Initial Investment Rs. 1,25,000

Estimated Life 5 years

Year 1 2 3 4 5
Profit after tax and Dep . Rs. 7,500 17,500 30,000 20,000 10,000

Depreciation has been calculated under straight line method. The
Present value factor of Rs, 1 at 12 % p.a. are given below

B Y 10T el Y@r ggfd & IUR 9T T S § | 12% af¥eh e W Th
T H IIAT Heod et IR ¢ -

Year 1 2 3 4 5
P.V . Factor Rs. | 0.8929 0.7972 0.7118 0.6355 0.5674
gd (Solution) :
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(i)

Calculation of Cash Inflows

Years Profit after Depreciation | Cash Inflows | Cummulative Cash
tax and dep . Rs. Rs. Rs. Inflow Rs.
1 7,500 25,000 32,500 32,500
2 17,500 25,000 42,500 75,000
3 30,000 25,000 55,000 1,30,000
4 20,000 25,000 45,000 1,75,000
5 10,000 25,000 35,000 2,10,000
Dep = Initial Investment — Scrap Value
Estimated Life
~1,25,000-0
5
= 25,000
Pay back Period (Traditional Method)
1,25,000-75,00
=2Years + years
55,00
50,000
=2Years + years
55,000
= 2yrs + .909yrs
= 2.909 years

(if) Discounted Pay Back Period Method :
Calculation of Present Value of Cash Inflows

Years | Cash Inflows | P.V. Factor | P.V. Cash Cummulative P.V
(Rs.) of 12% Inflows (Rs) | of Cash Inflow (Rs)
1 32,500 0.8929 29,019 29,019
2 42,500 0,7972 33,881 62,900
3 55,000 0,7118 39,149 1,02,049
4 45,000 0,6355 28,597 1,30,646
5 35,000 0,5674 19,859 1,50,505
1,25,000-1,02,049
=3Years + years
28597
22951
=3Years + years
28597

=3yrs + .803 yrs
= 3.803 years
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Twee g & qEREra serel e veiRa sgrel afr @ & g #=ifs
guH H #HigST & Ahg edargl $r AR N AT & A gIer fwar Jar g
Jafd gfadr [ & 3¢ 98l TdA TR W &0 1T ¢ |

(8 3ifas\ Azw A (Terminal Value Method)
o o’e 3eRa gl 3af RAfY, RERwEE 3eeh B | gur § 33
e I8 [ g adA Fod f[afr W v gur ¢ | 389 @ & 3eadia T8
AT ST & & 9 a¥ UIcd glel dlel Jhs 3eddigl &l Ueh Ierfdd saret
W IR S FATT 3l g [fAEer & G sar § g owel § 39
R & Az yaEl FT TEERUT WA F T 3¢ Tohdig [HAT ST ¥ |
Jdd a¥ & Uhs 3eddlg &I, TSI X UF fAfaersT 3afe & IR | AT
THYE TTH & HYUR W THJgd hal JTdT § | dcaRdATd 37 Ihgigd Hedr
& IAHA Hod FHI AT AFAgaR S § -

Compounded Value of Cash Inflows
PV. = 1

(1+k)"

v

Tgr

K = qair &r amera (Cost of Capital)

n = auf &r @&ar (Numbers of Years)

Fpfa AEUs - I AFs eddRl & Twaled Hedl H oA Hed UH3
afgaTel & AT Hed ¥ SIETr gl § af IRIASET THR T o I § |
9% AUl gl WX IRANSTT 3Edipd X & SR |

TER 39ast kAT gl T gem # 5 oIS & ashafegd Hedr &
qAT Hed it g 3§ TR fhar SRET | g oA Hed fafTr w
ifad Ao A & Saa saam & ek & & vuyF R[RfY 7 g = @
deTpd fodm SaT & Siefe gfady fafer 7 awhafe Aew A1d il & A
SEpd WA & | fheg I 921 U9 AT Y &7 wh & @7 A Y adAH Hed
fafer va A FAeg AT @ grcq aRone A= gl |

3ame0r (ILLUSTRATION) 16 :

Raksha Ltd . has the following details in respect of a project

under consideration .

T faffAes &1 v fearmle aREsTe & fqaor feegEr ¢ -

Initial Investment Rs 5,00,000

Cash Inflows Rs.2,00,000 p.a. for 5 years

Cost of Capital 12% p.a.

Expected interest rate which cash inflows will be reinvested are
AN 9 TS aT fAFegEr §
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End of the Year 1 2 3 4 5
Interest Rate (%) 7 7 8 9 9
As a financial advisor you have to guide the management as
whether it is worthwhile to select the project under Terminal Value
criterion
e TeEdR & FT F IR GG A ARG el & o FaT fad Ao
HATYEUS & 3MUR W 34 IRAISTAT &l ThR A foldr I |
gd (Solution) :

Statement Showing Compounded Value of Cash Inflow

Years | Cash Inflows | Rate of | Year for | Compounding | Compounded

Interest | Investment Factor Value Rs.

1 2,00,000 7% 4 1.311 2,62,200
2 2,00,000 7% 3 1.225 2,45,000
3 2,00,000 8% 2 1.166 2,33,200
4 2,00,000 9% 1 1.090 2,18,000
5 2,00,000 9% 1.000 2,00,000
10,00,000 Total 11,58,400

Present Value of the total Compounded Cash Inflows -
CompoundedValue of Cash Inflows

PV. = .
(1+k)"
1158400
1
(1+.12)
_ 1158400 o643

IRAT - THJEd UFHS Heddigl & doAT Hed 6,57,311 9, A
fafeaier 5,00,000 ¥ 31fw ¢ | 31 aR&ASar Eigd & o1 Fadr § |

16.8 R

il 7T IRASTT3T T Hodlehed I 3eo AAYGAT & UR W HAGE el
e oN Soteet wfaftt & g fRar Srar § | s fafeat 7 -

() wFRwEa R 7 [t § S0 At & 78 I & ~ggaa a7
W G AT IS T AR F AUF X F IIT IIod gl H YR Frm
ST § | 57 At & aReddn, ereh 3raf® va o ar ited g
eX enfder fr S & |
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(i) g Vs vaw AR - & Joed fF ReRea [t & ga & a7

Aed W faar a7E forar Sar & sefe g aoiea afasy & IR & far &
JaAT H AU ot dr deelie & 3 IRAST & AT A3 gaT@l T T
& G A AT w3 3FFT IIA Hod AT FAT IHERTF 7
@M Aehs RN & dA Hod H I0ET g §F A T gdEE Heg
ARIOTET &1 ST fhar S Hehll 8) | deaRard U 89 Y€ addAT Hod
fafer, adAe Ao gawe [T a1 sreals gy X R & 3muR s«
ST &hell § |

16.7

SEACEH

adA Hed (Present Value)- #dT A3 edatgl & T fAerfad seldr e
W AT Hed IAAT Hed Fgolldl ¢ |

4T oA HeF (Net Present Value) - #TdT I%s eddigl & Ta ferfd
Feldl X W AT IdAT Hed H & Vs dfgdlg H G2l W AT Hed Hr
Uqg IITAH HoT Fed § |

amEEEar ga&d (Profitability Index)- afg $dl U%s 3feddial & aadAT
Ao &1 URES fAfamer @ 3 A Far S af I8 amiersdr s
g |

el @AW (Capital Rationing) - @WAd qeh & R_fea gfawad!
fafaaet & 3MaRIRdER 58 YR AdRd e Fed 3if&add o gred
g | |

H=dR® 99T T (Internal Rate of Return) - g8 X @ W A=
¥ gred g arel SeAfRId Fel fedial Sl adHT Hed fafaiss $r amrg &
SR Bl & |

sfeasw HeF (Terminal Value) - 9% a¥ 9red gl dTel Ahs 3feddial Hl
e fAufRa ¥ W aREesr gAfta a& R_fader & & gred addq« 77 |

16.8

ALY YReT

3reret afer A F gasmsA? sTdr e FY R fr S § ' s [
T A Jasy |

3 Ed 9 &Y ga@RT IRASTAT & Hedda fhd TR fhar Sirar §? 39 A
T A Jasyd |

3R Nehs yatg _Afo=Ar & Far 3mery 82

4. g TAAST Hed &I 0T fFH TR H S 8?2 56 A & oy va gt &

guia fifaT |
AR YT T T g1 &2 AT 0T R YHR FHr Sl 27 Iaeor
CaRT AT |
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6.
7.

10.

YE TAAT Hed Ud iR Jearg &Y fafer & Jorer Hifaw |

faFsr 9 feoooh faf@y -

(1) 3meiiRa 3ereh 3efer (2) ffYr sfean Aea Y (3) IEh gasee |
Asha Ltd is considering to purchasing a machine. Two machine M
and N are available the market. Cost of each machine is Rs. 3,
00,000. Expected cash inflow are as follows : -

3men fAfAes v AT @licd W TR & W 8 | 99R & 38 gg o Al
TH § U 39aieY g | 9cds A T omerd 3,00,000 & § | 39f@d I
3eddig fAFIgER § -

Years 1 2 3 4 5
Cash Inflow Machine M 80,000 80,000 80,000 80,000 80,000
Cash Inflow Machine N 60,000 70,000 80,000 80,000 90,000
Evaluate the two alternatives according to pay Period Method.
3rergel 3afer fafr & AR all fdshedl & FHedrhed HTST |
Ans : Purchase Machine A
A projects cost is Rs. 4,00,000 and has a scrap value of Rs.
40,000 Its income before depreciation and taxes during five years
is Rs, 80,00,000 Rs, 80,00,000 Rs., 96,000 Rs, 1,12,000 Rs.,
1,28,000 and 1,44,000 Assume 50% of tax rate and depreciation
on straight line basis . Calculate the according rate on original
cost for the project.
Teh GRIASTAT &I deTd 4,00,000 &. g 3R 8T 3r@fse {ea 40,000 & § |
SO JUH a¥ ¥ Uiad a¥ & SRTeT g T4 I & Ugol & 3T 80,000 ¥,
96,000 ¥., 1,12,000 &, 1,28,000 & adur 1,44,000 & § | & &Hr &I 50
gfcerd AT § aar d@ieh @r 9gfd ¥ 8 o9le § | IRASe & v Hel
AT W 3T I/ &X T 0T HIfST |
Ans : 5%
Find out the Net Present Value for a project which requires an
initial investment of Rs. 1,00,000 and which involves a net cash
inflow of Rs 40,000 each year for 3 year . The Cost of Capital is
8% There is no scrap value (P.V of an annuity Rs. 1 for 5 Year
at 8 % per annum is Rs. 3.993)
T GRAGHT & Yg TAE Hed A Hifed fG@s faw 1,00,000 &
URfAe fafediste 7 3ravashdr § dur o8 5 asf ao 9fd a¥ 40,000 &.
& g UHS 3foadig gl | HIS H aRd 8 Sfavid § | &g aRse JqeT
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11.

e & | U ®IY T AIMGHT 5 I¥ & v 8 gfderd & &X W qdA T Hed
3.993 ¥ |
Ans : Rs. 59720)
Prathibha Ltd. is considering the purchase of a new machine
which will carry out some operation which are at present
performed by labour X and Y are alternative models , The
following Information are available :-
gfaem faffes v @8 AT @l &1 faRk &) @ & S & add e #
iR garT R ST W S & SEM | X U7 Y dwfeusds Aisd § | et
AT 3T § -

Machine X Machine Y

Rs, Rs,
Cost of Machine 40,000 60,000
Estimated life of Machine 5 years 6 years
Estimated Saving in Scrap P.a. 4,000 5,000
Estimated Cost of Indirect materials 1,500 1,800
Estimated Savings in direct wages p.a. 15,700 21,800
Additional Cost of Maintenance p.a. 1,200 2,400
Additional Cost of Supervision p.a. 4,700 5,000

Depreciation will be charged on a straight line basis A Tax rate of
50% is assumed evaluate the alternatives according to

1. The pay-back method

2. Unadjusted return on average investment method ; and

3. Present Value Index Method (Cost of Capital 8%)

Note: - The present value of Rs, 1@ per annum received annually
for 5 years is 3.993 and for years is 4.623

e el Y@ ggfa X oemar SRem | & @ & 50% geh | fAwdifed
fafeat & 3R W gl Adedl &1 Heddhd o |

(37) Fe{araTe fafe,

(@) 3Maa R_fAEeT W smARea g f[3fe, qur

(H) TIAT HoT Gahich Tgfd (il i ot 8 ufdera)

fecqoft - 8 gfded i X W 1 & & 5 a¥ F fAv yrcd a1 Wl |
JAAT Hed 3.993 ® TUT 6 a¥ d& & fdU Urcd 8T /A W IIAT H{ed
4623 . ¢ |

Ans : (i) Payback Period - X -3.94 yrs , Y -4.3 yrs
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12.

13.

(i) ARR X -10.75 % Y -12.67%
(i) PVI X -1.013 Y -1.063)

Initial Investment Rs. 40,000
Cash Inflow :

First year Rs. 22,000
Second year Rs. 16,000
Third year Rs, 10,000

HTARSE I &Y HT A0 HiS |

Determine the Internal Rate of Return

Ans. (11.20%)

Jyoti Ltd is considering two mutually exclusive projects .Both
require an initial investment of Rs. 60,000 each have a life of five
years .The required of return by the company is10% and it pays
tax at 50% rate The projects will be depreciated o straight line
basis The net cash flows to be generated by the projects tax
depreciation are as follows

Fafa fAfAes ar oIS W e & W@ 8, ¥ gl aRIASET wRER
39astt § | aer &7 gRfAe fafader 60,000 & 8, U9 3ETE TAT X
10%@g TUT FFAT 50%" T e  H G § | TRASET W gra def Ja@r
fafer SarT @er ST & | Yg Vehs Yalg X AT g1 & qd e YR ¢
Year 1 2 3 4 5

Project A Rs. 24,000 24,000 24,000 24,000 24,000

Project B Rs, 20,000 24,000 22,000 30,000 30,000

Calculate the Internal Rate of Return for each Project
Gcdeh IRAISTT 3T 3HTdARS T &I &l 0T Sl |
Ans : (IRR Project A - 15.24% Project B -15.77%)

16.9 Heal Iy
1. Pandey I.M : Management Accounting
2. Ravi M.Kishore : Financial Management
3. Jain Narang : Cost and Management Accounting
4. Arora M.N : Cost and Management Accounting
5. 3[Erd. UA. 3’ . USeY ordidhel
6. Saxena Vashist : Cost and Management Accounting
7. Khan ,Jain :Theory and Problems of Management and Cost Accounting
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SIS - 17 YeetehlT FeAT YuTlell (Management

Information System,) -

sHIS H FRAET

17.0
17.1
17.2
17.3
17.4
17.5
17.6
17.7
17.8
17.9
17.10
17.11
17.12
17.13
17.14
17.15

32T

TEATSAT

G hT FIAT YTl T 37

HTE ot FAAT FOTelr T fagreand
Yot I YUToll &1 Hged

Yoot AT YOTell hT FATTAT

Yoot AT YUToll T Teheileh

TS AT YoTelr I HrATd

TSy FIeAT TUTel & IR, gfadesT
T 3MeRT gfddes $r fadvarnd
gfddest & g’

gfddesr AT & e @xor
AR

NEAEE])

FORE I

ol 7Y

17.0

387

SH SHS & HEATT F a1 7T 3§ AT g TGy & -
YT AT YOTell T 3 adT T |

Yot FAAT GO T fIAWAT3H &1 ot o | |
Gt FAAT GUTell I dehsilehl ol duTel T Teh |
gfade @ATor & e =Ror sar @& |

JEATIAT (Introduction)

AT F Fged INYfd FT F & 78 ¢ 9fcw sga o amg T W § |

gl Al [Affes tafadl & gt It &1 @R &ar oar

e & TT-ary caaaE¥e Aftadd dedr 75 | 37 A3t Hr
T I A AR B, P o PR @ e s & R
deirs FITT YTl I HTERISAT Y HATF dof [Aer & | 3myfs gor &
S ol cATATRS TEAT T4l FUT AT GOl & AheIcqdsh P wlgT I
HHhcl § | Ik AT # I 98 EIHRI GEAT g Hgar fash cgraards
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HEIT, 3TH Aol ded FH HEIHRAT 8l & | T§ JIoT dod & HRON F
3% AgcaqOl aoF T YA, HISA F HFR A g F qU-AY AfCadrd
Jodt o W § JUr gfad, caaaide ¥ & Affiea Jumt & ddwag
gl 3aeTs § oad 3T v e v gag | o ST 9o aur 34!
el fham ST 8% | adFT F SAaATRE HISH & A6 Gdield &g 39gFd
AT FT QAT IHETF § | 3UYFd A A 3Iuafwr W wfr Aoy
R &a &3

17.2

YaehT Il YoMell & 33T (Meaning  of

Management Information System)

(i)

YIehT FIAT YOl AT TTH 'Goetl’, "GAAT TI ‘GOl & HAT & el
g1 37 TP Ter 3 AFESA & v Ig 3maeys ¢ foh g diar gl &1 37
ST ® H ST o |

ya=tr (Management)-9s=g T 9fafr § o ddead, e va @Ageaor
¥ AN 3¢TH 39a7 32247 &I Ured LT & | Uoew ORIV gaetr & 31k
TR aad & | 9. SR FeeX o G gEas "Management Oriented
Management Information System" & Y= & el TRI &l JoTl fhaT &
g TWeIcA® Yaww  (Strategic Management)-38& 3eddld  &rdehrellel
s & fav fAvie @1 @fFafad s § o F §3e7 1 w9 3rar
T SR H gaer Hr AT |

(i) AegHgeifa ya=2r (Tactical Management).- 8% 3fded &IHlolel sIfd &

fhaeaael & Hraey # faga @aee & fav fvige wr @fFafad fear
ST &

(i) 9R=Teer ya=r (Operational Management)38H AT & cfeleh HATHT

Frf & Freey A AU vd 3% Shaeads & afFafaa R e g
Gt & 3ol faffeet TRT & TIT ITeT-37e7eT YehX 1 G T MRy
g & | 37T TEAT AT G TUTSN TEeH ERT AT IGRIRATI F 3ET
glell TRT |

a1 (Information)Jsy-ga=T JuTlell & gldd Ocdh §ae ¢ | o 9&R
U gadrd H AZl, FI-ATA UG FAIMRAT HT Aged gl & S 3HT ThR
Ut Y H FIGIST HT Heed BT § | HHGT Sleldarer I ST H L,
THEI, Nihel, FAERT N H TN AT FAT § Weg FIAT AT
a3t & 3T gfafar (Processed) JTRRI, 24, TFHI AT TATER
T B & | Yhs el 1 fAAOr qedl 3rqar gl ¥ gl § Wod Yedd
THE GEAT AT T | O YR FEa-A 3cUed U ¥ R & a1
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3cUIE ST g, O 3T YR [AfPeeT YR fiT FAhR, AR, 3ihsr, ar
ae fe 3uged vl & IERa & 96 I §9d § | YRR ganr
I AT A A @aT § FHST ST T § |

TR @ | ——— | W | ——]| g

WafRa 1

goITell (System)-'9oTell’ Yt AT YUTTell &l HcAfdh Agccd T 9¢h ¢ |
JUTTell T dIcqd TATA I3 H UF FIfSd SHE & §F H Foll T g ¢
T YUTTell IR dcdl & IeT @il g-37mer (Input), f@amer (Processing), 9ar
(Output) dar sfagfse/fAgeor |

3Wed fAffest Teshl T AEAr Tl & d1G FET off Fohdl § (o Feeerhg
AT YUl &I icad Rl 3egd & 39 oFaewr & @ § e gann
3¢gA & Affied goor T & v wdfica uvd a8 G @A W 39y
FAls A § | SN UA. &, Fol A & HJAR, "YSUDII AT TOTMel A
FART dIcqd 39 cIafedd Tfeehior ¥ giar ¢ fasd garT §ér §7d W oded
AET # TG T I, IS T H TET AT Pl el Hl el § foad
ag Afed #Aqsd, wiH, M Td Hal & HedReh HFaedl &l fefgoldd
FA GU HIMSA & 3227 &l FHIEAYOT &7 & UIed kel & fow o oF & |
"SRH FeeX F HIAR, | 'UEeURT AT YTl 9% Yol § [oEed ganT
Y=t & FEf, S e, Faeor, Ao, haeagd &' @gdr vere #r
ST & 1" wE. A9ST & AR, "TEUhT JIoT JOTell HAR H Th Ihar §
ST g@ad teT H S § U9 3o @ AT § 1" 9es SWIege A
AASTHT FHIBULCUCH decel & AR, Yot FIIT YoTell g8 Yorrell & fora#
TEUSAT H ITART WA F AU SRR @Rl #® @I qgae & o
gRT FFHAT A Tdhfard (Collected), wfafada (Processed) wa #aomNfa
(Communicated) f&ar siar g 1"

17.3

3T G FIT YuTell dI TAATATY (Characteristics

of Good Management Information System)

TS TS Yee FIAT goTel F e [Avard g@e i Ao ¥ -

yeetlegdl  (Management Oriented)-9&=Y HI=T Yol Hed &
UeetleAEl gl AU AT Taetl HISAT GOl $H Tl $H YR el
aige foraw gFer & faffed TR A Jifda g@ear 39asy g ¥ | JeIa
Yot FIT 1 [AATOT A (Top-down) BT § Wed SHH dlc9d Ig
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& & 5 Tg YU ' AT 3Td TEeT H & FIAT TalT HAT & AT FHH
AT Fad 39 Ta=H. & v & Far Srar & Srar § | 39 31 o Sder
g & T FaugHA FIAT YUTell ST I 3T Yaet I HaRIARAAT dl &ATT H
@I A ST g dUT 0% §l AEIH TR JAT hdlcAs YT &r
3MERIHAT3T &I H @1 Sar & |
. TPFd (Integrated)-J=E FIT YTl &l i AT @A Thipd gl
g | USY FIT YUl 1 AT 3§ YeR R Sem anfgr S fafde
&1 (3curee, 9o, weres, facd 3nfe) & g Rfay g@eanst & aged
Tq gAfead ¥ H gEgd fFam o1 §F | 0T T ¥ TH QU7 a¥dIR 9ied g
g |
. ASAEg 9orelt (Planned System)-9e= e YoTell 6l ITell shaol Il
JMAIRATHT FI & €T H IWH o1gT Fell ANV dfedh AT IHTGLTRATIHT I
i €T & I@T ST ART | SAIAT Yoetl G YOl Alofelleg gl aIiRw
| Jeet FIAT O T fAATOT FEAT & AT 32337, MaRThdi3it aur o
T &I H @R AT A1RT |
. AT Ud el @A YR (Common and Central Data Base)u&
JETHT A SO N WA gl § 9 38A At ud @Ee &
TIGUT Fegl T IR R FAT AT | FT TR T & g@ad S g
TATHABT TS /el &, Feald YR W & TFIET Ud HUsRAT & A1=ir
aRT
. 3u-yonfadl (Sub -System)-'Ted TS Yo FIAT YUTMell 39-YoUferdi &
TG AT arT fAfAd giell =T | 5o7 3u-yonferat dr H&ar am 3R
F fAUROT Jartdid FTaRIFAHT ' AT H TWH FAT AT | U Fell
Yool 7 U Thetl fAT=a0T 3T-gomell, AT 3u-yotmelr 3nfe & Tl § |
. areefiear (Flexibility)ds=er F@=T yomely & oraefierar v f3dvar g anfRe|
SIIAT H Ueh IRIIRIS aTdeReT H FF FeAT 98T §, 3d: T FIall
YOIl qqdTT T qRacTilel TS & [T aer Jel ae # wetH
gl TIRT | T JoTell 3R &l gl TRT |
. Aaegd (Economical)-Se=uda =T JouTelr &l T kel H ST ofarair
g | 3 WRA-HIeT Yoell UET gler aifev HEHr AnRTd 39RA  Weldigas
dgeT A Heh | TG Yoot FIAT YOIl S oIRIT Sl 3o grel df 3§ dard
@A I8T & U anere d glax gifldere R | 3§ Yomell & derd
SHA 9Icd el dlel ol &I Jolel # fEd &7 & &A gl =@ifge | 3
Y- IAT TUTell TATeTAT glell 18T |
. a1 ud fFRg@dIar (Correct & Reliable)FEr off F@em gomer & wed
I G, Hord AT TaREGEAT gl =AU | aaAeT HiehIEes For foharcaAs
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10.

11.

SIfeerdr aur Sfaeae &1 § | 38H UF 3UFA H Hh g & fov iy ug
Ol G T TR BT & | FH 3MMaRTehal & Yol 8 3MYTAP Tt
S FFgeX Ifg @ o T fRAar S AR | FEeggr & v ¥§
SIfESTATT gy &I AT Fohell & AT 2T IV YeTeT T ST Fohell © |

AeAiF (Evaluation)-ga=m ool & SR 3@ yer H gt aifRe
fSad & Faar #1 IPncAs T IRANHAS Fpdichad T g Tk |
yHTEIcaeE (Effective)-Teh 3=t Faar JoTlell & folv Ig 3mads ¢ & a8
FEIT & T gomaicaes g aifh 38 3R R o s Aoty cgaara &r
ATHSIT erfad & g X Fh |

faafda @#¥wor (Continuous Communication)-Tes 318l =Tl YoTlell
fafAa gewor & qur g TR GEd @ cgea # o gAT-EHT W
HAZAUT IRAdT FFaedl el o o o &< |

17.4

gdetT HIAT YUTell I HAged  (Importance  of
Management Information System)

AT H IQATS Jaed H JaFdT F T JOTell T Hged 938 doil & el
ST T@T & | 9dAT §AY H SAaAiifs SHsdl & d6d gU AR ddT 3cUigsT
#I SACATHAT & HROT Jeet AgeaqOT aAT & S, 39 fAeeoor Tq Ieofat
HHA gl I bl | Ig Hdd T FIAT YUl & ALIH & & F€AT &
FFYUT TohaTeheldl T SRl WIed & el & | 3Tl SradTde Yeetl el
I9YFd FIT YUl & ThelaTqdeh 379 S -FFfGd el H Tehell & |
YeeY AT UUTell U <IGA & [l Hcded Agccaqol 8ldl ¢ Fifh 3ad
Y=y HY eAfaf@d omT aed 8 &

s & @gm® (Helpful in Planning)-smdr e & v s{dermeie
dLl, adA fAsaeed GHST T AT Sqfcadl & aTgAEl @ HTEaRISHAT
gl & | TSeY FIeT UUTell ¥ FATA FIU 3Uaedl HIa Jaed HI st
F H AGE Fl ¢ | AT o AT F THTGRMel Aol 301 ¢ |
favigsr & @wer™s (Helpful in Decision Making)earaaRe Jeetd St $
T Wd § 98 AU garT & fhar Srar € | fAvlae & v e oy
&1 f320INoT | dhfous HATYUE I Tel AT 39gerd dehed &1 Fald Taeer
AT & IR 9 & BFar Ser ¢ |

fAsuesr HAewiwa duwr @A¥eaor A W@g™s (Helpful in  Performance
Evaluation and Control)Jetl Fdal Yool ¥ Yae¥l H JrEdiden [sdrget
I SR Yol Bl § | YT foisurest & A1y SHT JolellcHsh IEqTA Hich
Yoot faeRul T SR F GHhAT § | U HIAT YUl Y H o
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ot & #RUT & TR # o SFRRT 3Telety el & 5o Jeetr GuRIcAS
FATET T AIeAT TS F Tl & |

gyfaequt & awear wita & @e™s+ (Helpful in Getting Success in the
Competition) 3T & gfaeaef & o7 7 AHelar a Wicd & Fohdl & o1
HAH & YUl SaRT 3 SFGA dUT JAAfadl & aarl & qoeey
H F8-8gr aur gAicd AT Thd T S gl JUT 3HH faReIvor e gaTdy
faote fre S & |

FAGRGT T FEFAAAT A YR (Improvement in the Efficiency of the
Employess)- Y&t HIAT YUl ¥ HEAT & HHAGRAT N FRAGAdr #F oY
FUR T & | T 39 3ccRelfded & Ifa RS T § FAife I Ted § 6
AT GO & AETH A 3oTeh Thareholidl 7 Jawtl Y TRecR Tl Bl §
AT AT T GAT 7 3¢ IcaGrRAT ST ST HehlT & |

#A=ag # |@g™@& (Helpful in Co- ordination)Je=ashrar F@=m votelr efrer
v garr RAffes TR vd FRf F FHeaa TaRd A F FT A
35T wifta fr e & I8 @81 # [Affies Fraf/fasme & fg theadr s
W@ g |

sagEd® a@s A Y (Increase in Bussniess Profit)getdg g«
gotrelr e fAvT & HErIar Yere W caradnideh ol H g Hr ¥ |
gRadd & @e™@® (Helpful in Change)Js=4did I Yollel Tear &
AR IRadT H HgF gl ¢ |

IR fdator @ TIs¢ gr § & o I gorel & 3y a7
Heafts Aeea §

g9 & AffeeT TRT 9 8P HAgcd I ToldT dlfeldl H E2ITT =T &-

gaet T AT Y IFTRIFAT

3T g9y | Afy AuRor saeaR@a qa@igAeT, sgg @ &1 @A we
Ao IfoharcAs Ta a3 sme fr garfa 1 HediheT |
ALY g | (ffe fhamn SR QU [ 3cules T 3fe & aRoumea fr
STThRT T Hediehel

A | Rffea &t & woifa, 3curea TR, iRl ufawa Ak
faffiee ATl T Yaetr HTGRIHAT T 3 AT & 39T
377 T SATAPRT |

17.5

Yde HIell YUMell HI  FIYAT  (Installation  of
Management Information System)

frelt carqaRs d8r # Yaew T yormer H Tger e & g 1 3
sg% fow R(Ys & 9T off JET TfRT | SEH TAYAT & OT gaew &
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fafeest T & AU gaamsid & HETHant i AFERT S usdr §oar
I3 & dl F AUROT AT gSdr § | dcuard A3 H Gehold
fafsT (Processing) #X& Tealctd eafFadl do 3e¢ AT fhal ST & |
&9 H, FIAT JOTell T TAAT & o= 0T g-

. GO Wl rRISAET w1 fAUROT  (Determine  of  Information
Needs)Ja=tT T JUTlell I TATIAT & folv TAYAH TaRISATIHT & faaRor
R ST & | 31 ITeRIFHAHT F FAUROT AT gy - & AffeT TR F
TFEEeY H AT S WIfdT Weg HEAT & HFg e UERR S 3RIUN,
WHR, TqEh, Y, KU, 457 T N & off gHg-gag | AP
YR I FIATIHT HT qfed HEN g1 § | 3 3oAhT JraRIharsit Fr o feiRor
fFar Ser aIfRT | goer TFEedl EIddil T & AR, cFEdr &
wpfd, facda Rufa, aeadr werfa, Wit Aifaar anfe aeet ¥ wefaa g
g

AT GFaetl HERISast 1 AuRer & ger & fFar Smoddar uu,
HIAT H 9AT e g Ffed ¥ 39 e fr qfd & fav snaeas
AT FAEl & ATH T TIeR0T gred Y ol dm S | gE, T Sl JAeT el
arel gfeFd ¥ 39+ aTi¥ica-faidle & NIt fhd S arel &l &1 faeror gred
T S S 3MYR R TGRS THBI T GLET0T Hleh Tg Tl oAl ST
& 38 59 YR AT FIem AT 3RS § |

. g @ar &1 fAuRer (Determination of Information Sources)g@sr &
ARSI T fAUROT el & g FIT & el A1 et 1 foveiRor
fFar STar & | §@em 3ee didl § 9ed # ST @l § | gIeT & ad
IR (S WA, YAEfadl FifeIhT U9 @l e&ddsl 37fe) 37l (i
WHRT AT AT FTEIRIT Yeh1eleT) g Tohd & | SoIch 3elal YSeuehl Tq
FHAAMRAT & TFAIT HIETTeh 34T 1 ¥ i fAfer &1 areafas fadrator
FF M g gred ST FEA & | I F Gidr w1 FuRer & F v
yarg a€ (Flow Chart) Y s 5T Tha & |

. O ¥Faa vd RAftwa (A &1 fAuRor (Determination of the Method
of Collection and Processing of Information)q@=T & @&t & fauRor
I & 9T I I R Srar § & gaen e uw9- # gred a1 dehfod
T SN qAT Feholod & A 39 AT forg IR foram SIRem | el
& Hhold g IEGT T FRET dF ;T S § TAT gHM wifed Fr 3mafed,
AT § gAY & FuRer fRar arar & | Sier fafggs &g e (Computer)
3rYar gichel HMaAT T YA G &, @I God WHbl FI FAMeAl F ol A
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e YT aF fd ST § aUT 3ed & G & A aeT & v gEae @
o e geRr Siraeth, I8 9 fRar arar § |

I & A A 7 v F71 AYROT (Determination of the Method and
Format of Providing Information)ys=tr §a=T JoTell &1 TATTAT I THA
Tg ot a7 fRar Sar & 6 g@en-RAr F geard se¢ R & g, &9 3R
fhaelt IR & &, fFe 99 & &ar § aur faraet gfadl A <o § | S8 39
I & A @ ARV o Sgd 30 G aRaR T AR S | gIensin
&1 e gfaaes, are, Aaxor-aa srar #f@s ¥ 7 8 Tohar ¢ |
AneTd-are  faRawor (Cost-Benefit  Analysis)-HaeT Yullell &1 FAT9eAT &
Hfedd TOT H SHHT TAYAT HI oETdl dAT SHA Gl dlel SATHT T 3T
SAAT AT | VAT el § TH YUMol & fohdleadel & IRATA SHPT Hodlhed
A H TEIAT A & | FIAT JUTell T AR H 56 IRFH el I 6T,
Tollel ST 9T T fhdleadad & 9Tl 3% Hodihed el H HETF ¢
e 38 YOl & UIed gl Tl ol # JdAle cIaedT dI dFld 9 IR-aR)
g aTel @A A S9d JUT 3T YoI&T AT el o qiFAfaa ¢ |

Aeai®wr (Evaluation)-Je= HIelT YoMl & fRdeeds & o FT
(AT i JUAT . HAG) IATd SHHN Hodihed Hlall MU | VAT el A
g I o7 SIRAET fF YOl Wewtr & GEer HaRAehal3il & G AT TG &
HYAT AL AT TAY TIod @led dTel o ST aIeTal & 3Ok & 372rar w1 |
I e yorelr &1 Rl gedivye 787 & o Jawt 38 FATT A W faur
I Thdl § ATAT 30 AR JHTET Tl & oI aRTH HEH 361 S Fehd
g |

17.6

Yt AT YOTTell I dehelleh (Technique of M.L.S)

TS FAAT GOSN T cdehellehl I Alcad 3o A=A & g § fSaesr g=ir
AT TUTTell H AT F&Tol el & foIT T S1ar § | Seeer aeir Jotelr 7
T Teheilepl T YT TohaT SITT §-

g9ic (Budget) soic et aRmmomens srgar faedar q@ieA e &1 favor giar
g | cgaa & fov RJAffied IR & Ioic 99 S TFhd § o - Jolc,
qhs dolc 3 | AT sorel ¥ R yR H guaT urea & Fohdl ¢ |
anrag gfadead (Cost Reports)-caaard & faffiess fAsmel qur 3caEr &
greey # fffes ufddes durR fFr s & S 3cuea aea wfaded,
fasmelr omara wfadesr 3nfe | s ufadest & yeeusl & amerd Greeeh
FIAT 3T HIERT AT § |
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w

FIRTAT FaaAW (Statistical Information)-cagar & andr AT &
faATor, Ao dar Fgesor & v 3@e 9eR T AifeThT gaensit fr
3aRTHAT gich & S fdet yaIfIa va 3vemfa diat & uread & s §
FY YgIg U9 U$s 9a1® (Funds Flow and Cash Flow)saaary # &N &
JdTg TG Jhs & JAIE & Toaed H AN HIY Jaig fIaRoT 27 Jhs Jde
faeRor & ureg fir S F |

sfeaswr @ (Financial Accounts)-cgad@rd # Yfday SOMOR @TdT, oATeT-gTfer
grar te Rufa faaor IR & a1a € | se o Rafdes weR T gt
Yeetehl @1 UIed Bl & | 31d: Aiead @id Y I« & Agccaqul did A
S g

Ieare faeawor (Ratio Analysis)3ifed® @l & FEIAT & 37Td AT Hh
3T TANT Yeedehi GaRT Agcaqul fAoTar # foram o dher & |

3= (Other)3WRIFd & AfARFd 3T 3= dfddear aur Ao & 39T
Yo AT TOTel & T fohar S davdr & | 3o & fau, &fde 3caea
faaror, S sear At U faawor, Sfae A 3uAer fAaRur, TEew
faavor 3nfg &7 39T gawtr FI=T Jorel &g fRAT ST HhaT € |

17.7

Y& T JUTTell sl TIATY (Limitations of M.I.S.)

B ®AT & faw &7 399N (Less Useful for Small Firms)uesyr @
YOIl I TATTAT X H HIF O, S5F U7 AT qF giar ¢ | 37 Bier
TEATY SHHT TATIAT A& X Thell & |

Fprat faRrwaAT #r A (Shortage of Experienced Experts)destl Hasir
YOTell & Hecdld FAAHAT Fl THT Il & [T Hegprdl afFaar qar fagrwar
& HTTRIHAT gl & S 3T A 3Terser 78T g § |

3qgFa Womell F1 fAuRor &7 (Determination of Suitable System
Difficultytss 3usha & fT fFa yeR H ggar gomel HfOF 3uged W@ ¢,
ST SATASRT FLAT HfdeT HRT gl § |

Faar gomel A gRader Ag (Changes in the System Costly)ya=er &
I HT MIRTHAT AT AT & TIT IGoldl Bl & | 3d: Tl I
guelr & i IHEI-GHT W IRadeT I TGRITST alal & | 37 gRadar & v
A 3w g7 TR T FE IS E |

17.8

gdetT AT YUl T HTYUR: Yfddesd (Report as a
basis of M.L.S)

Tt FAT OISl T THE 1 T3 1 Heholol d AT ek TE qAT
W HE HTETh SR 3T HAl & | AT e T & Jeetreharor 3
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faotr aex Afa AuiRa & ad & | gaar & defeua <afFa g IR
el A S Fdgdl (Communication) J¥ar Yfddest ¢« (Reporting) &
F FHgadl ¢ | Th Ufddesd I RUlC F@ar daga & @ (Vehicle for
Carring information) & | a=m3il &I Hagsd & fFd 30T (Instrument)
& #@eId ¥ fRar orar § 39 gfaded a1 RUE wgd € | ¥ ufddea &,
arcarfees, wifgtes, #fd®, A1, 3E-aiffe ar af¥e g @&a ¢ |

17.9

T 36T Ufaded Hr [AAVATT (Qualities of an Ideal
Report)

gfddes a1 RAi o gt @iy o8 grcded! &+ & 3T gfg &r
HeTAT 38 TEJd F FT dis 8 3T & 781 W@ TR | U e gfddeet
fae=T dcal & FATQY TSN &-

3fRa s (Proper Heading)yds ufddes &1, sa# fafea vy & gufa
g§C Ux 3T M¥F sraey g iR | e ¥ I i TS @ Ser
aIRT F g F A & IR R = 8, 59 3afy w1 & g R F
fore SR Rear R §

Fqgadr (Adaptability)-9fddes & 9T dUT 38H TEJd FIGC 3H TER
&I gt Tifer o FFafeud Safdd & HERIedr H qfd TFT g T | oE
Feat-eet cafFdal & FIH A HT AUH Hool-10esT I &, Ad: TddeeT &
g & fAURer 38 U arer Safed @ RER-AEy s a7 A Smodwdar
gl

FIA Td TR T¥gawor (Easy and Interesting Presentation)wfddes
WA, TISC TG ey AW & IR fear aer affe arfd saeedar 3@
HEET & GAS & dUT HEl IWAET X G | fdded H OUged deheiiehr
UegIaell U9 ereal & H&H &I (Abbreviation) ST H @el & ST-AT glol
IIRT AT 3oTehl TASEGIOT gl AT | Uiddeed &l 3 U ey
gt & fore 3fad arfory, arct fREn, sequar snfe @0 g&er e o aear
g |

wfareadr (Brevity)-STgl de A4 g1, Ufades dfared va fafirse giar amfigu |
3OH IFEG UG HAIdeTHh I g7 & e aree | afg w8 faftse
gfddesd dUR fRar STar § U9 38d GFEey H HIS HgE I AT HHEG
wEdd fFT St § A 3¢ et & aRRise & fg@mr s arfee arfes gfadesT
& HTI AT H AR AT &7 7 |
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5. e[gar (Accuracy)vufddes # 9¥dd o« JURDT & H Y T Tl el
IIPT 3T 37 IR R o 1 Aoy srea &g gl vd yaeeet &1 3
W faeard @A g SR |

6. WFaIgaT U9 HgHA (Relevance and Sequence) Yeedl & faffiest TR0 &1
TEdd Jiddeedr # had 9 & FIAC gl AT St 399 FFeleud g ddr
3oich forT Ul gF | 1Y & JIAI3N & dhadd wH H cgareyd fRar S
g TEd & 308 ey [Aees # giaur g |

7. effgar (Promptness)yfddest dOR &l Td SEgd e H AT & &0
T@AT AcTed ETH ¢ | oic¥s IT AT Uiddest (Routine or General
Reports) e, @rearfes, aifars, A1fAs a1 ai¥e 7 & o o9 § | 3
yfcides T W aegd G RY S At g dArd 3T & e @
ST |

8. gasigar (Comparabiltiy)sfddes # T 38 THR Tgd H el @iy
drfeh 3eTeh JolellcHeh AT garT Fomal fosehy foeprer oM & | g8 T
TH A & FHA N JoAN q@E A F FHA AT AT TRl § AT
arEata® IROTAT Y o aote dadt & H ST e

9. 3yalg gaRT Yeew & fAgwa (Principle of Management by
Exception)dfddest # HIa3 & WFIfAe0r # 'IJUaiE GEaRT Yeew @l
fAged &1 €U @I ST AT AT SHA 3o g3l Hl e ar Iy
AT 3T ATl & AN o6l & a1 o W @ge7or fhar Ser g |
AISTAT & I 8 3§ il T [devor sgd HaiT # Gfddest # &ar S Fehell
g |

10. 3cavgifdca &1 uRor (Determination of Responsibility)afades # @fga
TF TRafe &g RREr o Rt cafed @ RN oe S &Y cuawT gl
IIfRT | 38k JHT H AT W FAEN fATea0T FgT g 9rem |

11. fAaeaf@ar (Economy)-Tsh 38T Uaetr FIAT J0Tlell A Gdiell glell 12T |

17.10 Yfddeal o 9 (Types of Report)

gfadesl &1 qefferior AEId: IR MR ) FAT 1 T &,
(31) Topamelierdr & 3MYUR W;
(@) 9pfa & IR T,
(@) [Afgd Foar g q2at & UR 9 24T
() 3T 3rUAT YRl & YR K |
3m) framefierar & 3R 9T (On the Basis of Activity)
frer faRy fasmmer & frar & 3muR @ wfddeaAt & g o sl 7 foed =
el -
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1. cgfFqera fearefear gfadgar (Individual Activity Report)-afe afées
aElt F fAfaa X Scaer afFdast & g &= & I & 9%
ST ¥ FFETUd fddesl  chfaaerd harelierdar gfddesT sedl it
o0 RAffea emel & afFaal i afeara frarfear &1 Jua fear
ST & |

2. "y feamefierar gfadest (Joint Activity Report)sa@# faffie=r femei &
T SRl afFadl & garr $r I el hanRfiedar &1 @Head @
ST & |

@) 9Ffa & 3R W (On the Basis of Nature)

0 YR o JINeUT &I FAUUH 39ANT Siel Herelled (Joint Mclean) garT

foRar a=r a1 | Yfad & IR W A 9iddgal S di s 7 FEfaa &

ghd g-

1. fag=aor gfadgsr (Control Report)@d=avr & & & fov cgaaT # #3
3Gl Acd Feal $HI T $HT ST & T IAh $og & GART Heldl o
fAge=or gfddesr dR fRar S & | g wfddest B smafed smaraenar
IHFER g § S fo wiearfees, A8, IA1M8% a1 aif¥s g ddr & |
3oT Ulddeall &l His ARTT IIET 6T gIdT | Sold arediden feisdIGeT T
IIET AT YAOIT 3feh & Jofall T AT § dr faeror i A1 vd 38
HROT &I s fHar Jrar § |

fge=or gfades & vR & & d&d &

(i) T fgeaor wfddga (Current Control Report)d gfddes &fae,
HICATRS 37ar Af@S 3MYR W IR [ S0 & | oI 382 arEdias
fAsaIeeT dI goic AT YAT HAST @ Jolell b [deROT AT LAl AT
faoRoT & FROUT &I gaew FH AR FH dT g FEd Fogeew a5@T
WG RIS GUNIHS FrAag F: T |

(i) armer (3ryar @f@ica) fAgesor gfadga (Summary Control Report)-teh
ffaa 3@ A areafds fAsuea &1 9AT fasaega & o &1 s
W TS dlel HIG & d@feitd & # i & o St gfddesd IR R
I &, 3¢ IR 3rar GiEed AT yiaded dea & | o yidded @
FRYTAT ot I AT T fAcures AR 9@ Joet AT & Tae
yhe g SaT § | A ufadest o & ¥ F R Y o Fa §-

@ AR WRIT Ageaer  gfddgaw  (Master  Summary  Control
Reports)ag 9fdded Teh AMAS o-gila faaor giar § e
afetd ATlE & aEdids IRUTH & doic IRUMA & Jolar $H AT &
| 39 9fdded & Jae¥ SHhS o AEdideh AT Sofcs Tdlele IROMAT &
3T &1 ST § |

425



@) WeF AREr fageaor gfadgswr (Subsidiary Summary Control
Reports)- 38 gfddeed # A AR fa¥e30r gfddeas & faffies
3T & FFIeY H 3fUE faoncAs AR YEgd AT A § | SEehr
TEIdT ¥ 9% e fQemer fr aafas vg @FAfea daes
frar &1 3eaga & 3aF FEaf WS garERmelr AT
Hehell § |

(2) =avuneA® 9fadesT (Investigative Report) 50 YR & Yiddear
w1 AT Oy oRRPufaat & caer & @ Far Sar § | S9
ST EaRT Rl FATAT W 3T fhdm Sar § a9 389 9FR &
gidded IR R ST § | 396 THATAT 6 $RUT T AT o 391t
&I faEgd fqaRor grar § |

(3) 3ushA wfdded (Enterprise Reports)ssT Yiddesl & #ARIH
IGA & FEQYT T S G STEd At F g & S €
g1 9fddesll & 3MUR W 33 [T F <Faad & aR H Pl
fasey Aerer S & | 39 9BR & gfddeer A 3femstor RO,
3reefy oo, TaTere R, 3maex faawor 3nfe afFafad g s
g |

@) fafga @ ¥ 3MUR W (On the Basis of Information Contents)
fAfed F@am3it & MR W gfddeer &1 geffeor et arc # g ar am=r g-

gfadgs

|
| |
qﬁmaﬂluf?ﬁﬁ ﬁfﬁﬂl EIGECS|

[ I [ |
I

LIRCEE| BINCEE] =T gageerar Rerfa %
' | BINGES yfere aRa=
INCEE| nﬁ'ﬁaﬂ
I . I .
ARER AR RS AR

for=or wftraeH =T gftaes
(1) gfEmersr gfades (Operating Reports)d Ufdded caad@d & FaTele qRomA}
q gFafeud 8ld & | T &F YRR & & Fohd o
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31 aRErers gfadgsr (Control Reports)sstshr gufe Ugel fHar ST gl & |
@) qa=m yfadga (Information Reports)gT=T YiddesT &1 383 <IIATT HdTld

q grafetd 2l Ud JEensi df WA U TISC & § Yool & THET T

FT BT & | 57 Yiddesdl H S¥dd I cIaad @ Afadl TF Aretel 3T

W AT YA STeldl § | 3Ad: 5 gfddeedr &I aaRkl & 39amed e

ql&TT Td fAReuT I HTaRTSAT TS & | FIN Yfddeed & SRR & @ dhd

g

(i) vgfed wfadesr (Trend Reports)sd YR & Yfaddesd & & a1 ar & s
gAgEfRdt # Rl S sryar srif F aRomAT B g E 3eThr
vgfed &1 3T T SITaT § | Ugfcd 9fddeet 8 & YR &l g Hehell
g-@F) AR ugfea wfddes, (@) T@e® Ygicd widded | ARER Ugicd
glddest & gFqul c¥a@rg & U ¥ & Hdloll IRUMA &I WS 3
asf & oRumAT & o & S § oSefe e ugfcd widdes #
gaa & faffiest faommen, gframsit 3ruar ifReRal & daresr aRomaAr
F golelcAs faRewor fFar Smar & | 3 gfdded ee9ad (Vertical)
faReoT geelies X 3maia g § |

(i) freAvoeA® 9fadea (Analytical Reports)-3 ufddear & T & 3@/
H gear & (Afea Grant syar Rfea &3 & mae Bhant &
goellcAs AT fhar Sem & | ¥ widdesd 9RomAr # &ifcer
(Horizontal) gefer @ 3menmRd gid & |

fAgeaor ufddes va ggem wfades & s=axw (Difference between Control

Report and Information Report) - fd@d=30r yfdded va o gfdded &

fArfaf@a 3Fa &

(i) =0T ufades &1 33T TTAT & IccRelfAcd dhegl & hdT-dHoeldl W
fAge=er e g & ISefE ger ufdded @ 3897 <¥aury e ¥
HrafoUd d2dl Ud A3 Al Il Td TISC ®F H Totl I TE el
glar & |

(i) =0T wfddes &1 &7 HfAT gIar § AT Sl &7 Sccalided dheal
ds & glaT § Sefh gIem gfadesT &1 &7 R{egd glar § 317d sear &
gaary & T et g @ely fRamsit a gar § |

(iii) Te=0r gfddes # areafas fAsuresr B gAY AT FAET FHGT H Jelelr
Fh FHRON FH TISC fRAT ST § Fafeh gaea gfddesd # gaa@™ /| veey
& AfITT vd AT W geHIRr STem S § |

(iv) s30T gfddger are] geaur gfddes td aRier Ageaor gfdded & &9
F RR Y d § Safe gaem gfades ggfa 9fddesd va faersoneAs
gfadesT & ® # IR 7 I § |
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(v) =0T gfddeaAr & v U6 AT 9T IR fRar ST d&ar § Sefe
I gfddeat & fv v @A 9% IR 6 fRar ST ahar & |

(2) e wfdagar (Financial Reports)¥ gfddes sggarg $r facdr fufa &

TrETd gid § dUT 30 a1d W YIS 3ed & b U o eemRAl ua
HOAUIRAT & 9fd aRfica & Thadqdes @HRr § 3ar d6 | fed
gfddest o ar R & & dFhd &-

(37 RuR facdr gfadesr (Static Financial Reports)d ufddes te fARaa
a2 & e fr Acdg a9 g afcd, o1 U9 afdcal o fufa W
1Sl STeid & | 39 fafY & v e uger 3rar s¢ & facdy =ufa e
g Thdr & | 3T gfddeat & ufd R[aRor aur 3u% #@eres fJaRor Ior
Tl gFafeadt F fGaRor, SaerT #1 faor, deieRT &1 faaver 3nfe 3md
g |

@) sfadfle Redw wfadga (Dynamic Financial Report) cg@@d w&h
BIGKIC]
ufshar § duT 3HA Hed IRad gld WEd ¢ | cgaad &I faeda feufa &
gl aTel IRAdAT H Jhe Il & v St gfddesT 9 v a1 § 3%
aricreler faedi giddest @egd ¢ | $a9e et ol ATl foham Sirar &-

(i) Redr @w=aor gfadgsr (Financial Control Reports) 38 Y&R &
gfddesll # Jadd & ddide [RIg & AU-ArY deies [g & 3 @l
yeitia frar Sirar & e cggay & nfds Rufa fr Sa e aar 39
W AT el # A AT § | H JolelicHs [daior & A-01Y o
R faaror o dIR R o7 w&a § Oas 3R W 9% wFafed aur
aifica & TFaey & A¥eaor har TEafed Y ST TehdT & |

(i) ®et Y garaRfiear &1 9fddgsr (Funds Effectiveness Reports)ag
gfddee cgqary & Affiea @Fafcaat # R[S st fr gemafierar
# cfdr g | 3% fov fafde grafeaat & RS siv fr A6 &
3Y UIST H IS W A FEeew T fRAm S1r § | sHE fow 3fepard
faeooT R_Afr &1 g v Sar §

(iii) e feufa & wRadsr &1 yfadea (General or Periodic or Routine
Report) $8% 3edild d gfddesd 3nd § i ar o@r 3@l & 9
SITET & BN H IRAde] Bl TIC FT & | A7 PV Jarg FaRor qar
Jehs yarg faaror 3 § |

() 32T YA YANHAT & WYUK W (On the Basis of Objectives or

Users)

3H MR W Yfddear Hr gaffeor Efaf@d ar¢ J yefa fhar a=r g
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(37) M=aR® 9fades (Internal Reports)edad & 3edRe Y§ed UG
framst & geaor & AT wgd e I« e gfddest @ HedReE
gfddea Fgd & | ¢ IaaRe ufddesT st #gad & | 3 UBR &
gfddeait & & a8 FIAY, Sofarl IRT qAT ST T AT FARTRATIT FHr
IMAIHAAT W AR T § | 3T gfddeat & dieT aoif & fasnioa foear
ST TR &-

(1) 9 \=T yar Iafr yar Acgs wfaded (General or Periodic
Routine Report)d ufddge cgaamy & aAcge fohamsit aar e faerfada
THIE™ & defud gid § | SHifelv 3o 9y JUar 3afy yar
Acgeh ufddeed FEd § | Seo ofddh, Wtdifedh, Uifaish, HIAH 3ryar
I8 3R W IR R S § | 394F Ieddd IAf@ad Ifadear
T gATIST fRar ST §-

|
arﬁﬁar;;rﬁ'féﬁ a@lqﬁaﬁ
wwrazn ﬁflinz mlw
yafy wfades widaed ;rf%I%ra:r
| [
I WG mil’mwﬂu = ™
YR P URAded Uew @ ufdded Wew @l giaded
| |
ar'm;rﬁzﬁ Walﬁrcrﬁfr PR—TAaROT o gftdes
B! yfdded PIEEGH

(i) 3curgsT |t @Fa=ul 9fadgsr (Production Operation Reports)-si&
3culGel AT, 9gad ", Fed g RfAdT A & e, ufa ser
3cdrest ST 3fe & faevor |

(i) fasmfr d@aeer yfadgad (Departmental Operation Reports) Sera
faamet & fasuiesr qur S9d 3 Hr o E ol @ weiRia
forar Srar §

(i) fawT gfddes (Sales Reports)Saad grea 3meer, F R = 3mer,
T R I NS TUT 3eed 2T & FFaey H Il & el ¢ |

(iv) &3 g AT & gaer geaedt gfaded |

(v) FRE T gfddes |

(Vi) 3rgEUe Ud 9N eaT gEeet giddee |

429



(vii) Taffesr soic S U3 Foie, Yol deie, 3cdied s g |

(viii) SR & Tarelel IRUTH Feeedl ufddes 3raTd amsT-gifer @rar |

(ix) ffcaa Rufa & wwefrua ufddes sraiq fgr |

(X) UIER # GgFd PN TG of97¢ R A I &ol arel FiddesT 31T
FY garg fdaor vd Nk Yarg fAavor |

(2) RAfdsz yfadesr (Special Report)- T am@AT 32ar Acas gfadesT

T AU g U I Yo #d § JUiy sgd & Aot &

T 39 9fdes gaRT Tacd @A IEATT @ § | 99w geew H

TFAE Flg AT 3cTooT BT &, d9 386 GeU A A9 Jra 3maeas @

St € | ORIy g & wefia 92w vd R 5w ufddea & afFafaa &

ST &, 3@ v ar faftrse ufddes e € |

faftrse yfddega &t dwd- faftre gfddes & GOR &= &1 5 g

fged & & | sue 9%g FFEdr (A i i & IgEr aRafda grar

T & | faflise gfades g et Rftse woear @ @&faa @ €, 3ra: ofr

AF-BRes % (Lang Mc -Farland Schiff) & 3R farfaf@a wea

3o =1gT-

(i) FaEr = gRATNT e

(i) SEATE SaRT FHTIAA el aTell SmeTd 3R 3T AT T,

(iii) METAT TF FFEETRUT 3T & AT 9T, IR

(iv) oeTer U HETRIT 3T T Jolell e |

faferse ufddes & Faa 3761 39, omerd g got T Fel @ afFafaa &er

aifer S FFafeud ol & wenfaa gFr | ar & J7 off eue Y@er aifee

o var I T2 FE e I S gefta Ao & wnfaa e |

fafise yfdea A Ry aw:h- Aftse gfadea aFFaa: 3=9 geea &

fre TFear v & @Feey # 39gFd U o g 9egd R S @ |

qEd: PEfaf@d geEemEt & d9u § By ig ARse gfddes SR

& sma € -

(i) TR FF 3G FT 3G T,

(i) TG TaaeT Rufa # & 59 & I 3¥ar 38 | AR F#F G a9,

(i) frEr g¥g &1 FEY T &1 T&OT ST AR YT SR ¥ HT R
EICH

(iv) Tl Taomr a1 @39 1 dog Y & S 31Yar =re] 181 1,

(V) T & al B RS T T S S F T W) AN
GTAEATYT,

(vi) FMT Fr TE-Fe & FROT 3G FE & AT,
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(vii) =@ faaret &1 e,

(viii) Tl TIRIT GFafed & 98 W foT SR 312aT 6 fhar 119,

(ix) dohera sag oty

(x) TARHT &TAdr 1 FEAT I AHGTSRAT W IHIG ST Hpdiche,

(xi) Waamn?rtrﬁu‘lamﬁ

(xii) TrEY &F §U AT W G TR fhar S 3T 18T,

(xiii) 37 YT & Fafcadd &I fAufa &,

(xiv) 3faRed At & [fFASE &1 ader SRR wwe,

(xv) &R Afadr &7 aRade & gHEG o1 Hodihed |

AT yfaded va fafdse yfddea & sr=av (Difference between General

Report and Special Reports) .

3oT ufddear # e 3MURT WX 3=} fhar ST |@ehar -

() Rvr el -aFey 9fdded aaad &1 @A I Acad fhamsid o
grafeud gia § sefes fafse gfddes fordt aaear @9y & @reey &
TR Y e €

(i) Ag- AT gfdded T fAufRd 79 3eaiar & AafAa 7 8 OR
fFd ard | § Sefe fafrse gfddes frdt aaear Ay & @reew #
AL S W RR T A g

(iii) a3t fr vl AT fddes 7 dcaw wpfa H ggad & I g
Sefer faftrse ufddea & aawar Y & eags & ured a2ar & qAEeT
o Srar & |

(iv) I9- AT Sfddes dfh Acde YFfd & &d &, Sodr g fAuRa
forar o Fehar € 3R A vfades s AuiRa ovw & & wega Y o
Sefr aftse gfdaeat & for F1F ARga g FuiRa a8 frar &
HeheT |

(v) 39Afrar- aAET giddest Headar faareiy geeue & fov 39del gd
g Sefr ARt yfadea aAEaa: 3T gaeg & fav 3uanh giad § |

(3) weeyr T wfadesr (Management Level Report)- 3Yfs et o@r

(i)

a3t F gaRT & AN FEeuHT HrAf B FFEORT Far § | T gIaw
fffer aeale sfddeat & & # wegd 1 S & | Jeaeudhy T F
IR R 3o Yfddgal &l diel aelf 7 dier off T &-

3T TAOT Yaey gfadga (Top Level Management Report)-Ush &edelr
T cArqEiRs @81 & 3Td TAOT Y9y A HAToh AUSA, UaeY g,
FENT G2, AgIeyd e A § | S FFaey T8l & Afa-feior
T AT @ Gl § | 37T SoIeh GG fhd S arel widdestt A 3T el
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a1 FATAY gl AIRT S AfA-fAuRor v AT g a1 30
YR & Sfddes 3cded Y& U9 AR 819 § | 3T F0 Yo A e
fF Ser aw) wfddeat # equa gawie, TRun, gqfcadt e @ wefRia
R STar § | 9 ¥ 9fddee geey & '3H9AiG @RI Ueed & fAgled W
3mRa 819 & | 30 YR & giddeal & Arafaf@a yqu &
faffiesr soic S AR sofe, Vs soie, Yoir deic 3nfe
AT gfddesT (ARifRIa)
faavor gfddes (ARifRId)
fasra gfddesT (@rifq)
Hiered ams-gifel @rar. gt (faaAw), rgarie, arfien)
FY garg faavor (e, sdariis, amffe)
Vs yarg TAaor (AR, 3éarf¥s, arfde)
faffies y&R & 3pra, gIEE a ygeaar
Far AT, E-AFT 7 g [T A F ew gEes gfadesT
GUREARRE: )Y

10. 9t vg HfAS & 3T F7 faawer (@@, GFE) |
39gdad gfddest & AfaRed feddl g@ear Oy W fAviy gg faflise gfddest o
wEdd Rl STd § |
(i) AEegEady va=y gfaded (Middle Level Management Report)-FeaEddd

gaetr H Affesr el geeus 3 § | 3 Jaeue 39« fAHer & saf &

foaT scarerl &1 € | A s Rea-ufafes & #f ) fAee=or I@er g g,

I 3¢ Wgd U S g ufddea 3RE REga §a § 9 &7 wF Y

HeeRTel ¥ IR-IX Yoo T S § S8 &feleh, dccliigen 3raar aifaies | ge

Ao gfddear & AfaRead ot gaear iy & @Faey A Rdftee gfdaea

o o¥gd fordr o § | o1 wfddeat & et aeif 3 T@r o aer -

1. R%a ufddga (Report on Sales)3s Yfddedr # (37) faha soic wa
aredider fasha &1 faavor. (§) fahg I deic 9 aRdids Tahd < &l
faaRor, (@) fshdguR, 3caeER dur aFeER sy &1 faaor, (2)
gAGRT T fJaRoT T (F) UIed 3eRiT HT TR AFEATT § |

2. ®9 9fadea (Report on Purchases)-3d wfadear & (31) I&al &7
g9l Ud ddideh %a i fderor, (§) @ Hog fdavor, (|) sl qeel
& Thew & faaRor 3nfe afEafad & |

3. 3curgsT 9fddga (Report on Production) gfadestt & (37) 3cdiesT solc d
arEdfas 3cdieeT favur, (9) ToUe 39T §oic d diEdideh ToTue 39T
F1 faawor, (@) eI a@ar faaxor, () aeEl 3WeT §9ic 9 aredids
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AT 39T IR, Ud (I) HA doic d dEdids HH IuHeT faaver
afFafaa & |
4. anrd gfddga (Report on Cost)- 37 YfadeaAr H (37) AR ST Solc
g WA dI aEdfds dFEd H1 [Gaor, (9) HH e §oc g 47
aEdfdsh omEId &7 faavor, (§) 3Ry oo g aredfas 3uRegat &
T, wa (5) emerd faaRon & faavor @fFAfaa § |
(iii) T T ya=wr yfadesr (Floor Level Management Report)-fa=reairr
gt H BRA, e sy qdders anfe ama € S Sfae et & addetor
& fAT 3caEr gd § | 3¢ Tgd T I e gidded g S
afr & qur 3w e gid § | 51 wfddeall # aAead: #arcHs Faemd
gt § | a&gd: ¥ wfadesd &faer arfafafest &1 amier &y gia & | s
gfddear # A 3YHNT ek Uidded, FARNT 39Reay gfddes, &
FFaTes giades 3nfe 3ma § |
(@) e gfades - TFAT H TR A T 9ET GATERT H S Yfadest Y I §,
3 ST Yfdded Sgelld g1 | STEd 9aThRT 7 RN, FOIFURI, odeR, Thedl
fauftr aweR, d% nfe afFAfad & | 3 a1 &Y S arer gfddesT srcged
dfarcd g9 § Weg Agcal FIATY 39y IS & | S I I arer
udE & Fo gEAT A FeEh & F o &N A @ ¥ | 5w wER &
gfadeat # Arafaf@a gfades afFafea g-
1. 3reremRaT & gfddgst (Reporting to Share holders)-8«& @meT-gifar @,
frgT, FaTerel Ta 3iehaTeRt T IfddesT afFAfad & |
2. ey faufoiat & yfadga (Reporting to stock Exchange)-af¢ &#dsir &
3t @1 R They fautr & gEfigeT aRarr M § af dF9el g uiRa
gy # IfAd ®v @ ey Uit & 3ReRET @ [Javor wegd HEr gar
g |
3. & @EOr (Tax Report)sH# e fdavor, fashd &Y fGexor, sl Yoh
faavor, 3o T W IER, Feldr F faeRr e afFAfaa §
4. wr@ @i & gfaded (Reporting to Credit Institutions))-s& ta 3=
TG YaTed el arell HEATHT T 3T AT & HFAR ¥ gfddee |

17.11 yfadea f@AT0r & [ffisa wwoT (Steps in Report

Preparation)

Teh T & foav 9fdded IR e & fav gd e @om & 3mR
gfade & AAT FRET arfRe-
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(31) 3T TH HTHST FT e (Collection of Fact)-ufdded & 38T &r
€T H @I aeTS 3ihs] o JAUUH THhiAd fhar sier @R | 5@
foT 3maRgss § & cuqag & 38T & IR A QU7 JEHR 9o @ |

(8) a3t F1 fRaAvoT (Analysis of Fact)-a2di & Hahelel & 9T GERT aOT

asdl & fArevor ¥ Fafd ¢ [ed g7 gfdded & 32T &I e # W@

aLar 1 fARAVUT X 3o THEIAT YeTed i & |

(@) Far-Res F& (Discussion)-sigl Sfddes dged ®9 & 3727d ar ar ar

¥ e afFaal & qart IR R S § a8l J8 ImaTs § & el aat

& R F gl cIfFaat ¥ far-faas frar s |

@) uwfadga-a@ar (Report Writing)-gfadee fA0T &1 3fedd @ HAgcaqor

WOT Yfddesd o@e § | gfadest & v R uwa & edeia sega R

ST AIRT | Tk e Gfddes HT YT 31T YR A g AhT §-

(i) IR (Summary)-gfaded & IRFT & yfdded ¥ Teafeyd TR ST
fgr fSas =aela 3227, fAfYr g dflica &7 @ RwRY v Fvay g
IRT |

(i) FewT (Contents)dRier & geard Sfddesd # wegd [affest #melt &1 wh
GrehT 4 FIIOT & §T H Y& HE IIig0 | Ig $H TR &M glell 1T
for o9 cgga € grafeud Rl &1 U [T dH 39 3 |

(iii) aRRIsz (Appendix)-RAwRer & FAST # dF T deeiienl sl & AT
gfadesT & 37T W aRRISe & afFAfad aX a1 aIRT |

(iv) ffF (Heading)-9fddest &I 3mh¥eh a0 & fow N¥el &1 FAgcaqon
AT g & | ITosh Pl AT et & forw e ot &1 gaer o
ST =feT |

(v) A& 9fades (Tex Report)-sia gfddest for@m ST @7 § d9 STl a& I#Ag
g, Rt &1 gaeT S AfRT | TS W vd @ReT g arfge | e g
1T 39 919 &1 ff O {@er afge fb wfddesd dféica g Tosear o
gUE |

17.12 TRIA

YIIRIT GIAT YOl T dlcad ol 3ege &1 3@ cgaeyr & gar § s
CaRT 3¢IA & faffieed Uaewl TR & foT 9dicd wd T T@AT §AT W
39y HERT ST § | AT & Hagel g Uiddest a1 RAE dars et ¢ |
e ufddest a8 g1 § s ureasdhdr & A & 3EedE I @ 39 &g
e gfddeet @ fARAVArt &1 aoied q@ # fRar o g § | gfadesr &
faATor fharefiear & 3R |, gFfd & IR ), RAfgd a2 & 3mm |
AT JAFThT FT HEGThT & 3MUR R HIT ST Tl & |
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A H SIAHd% HISH & Thel Felolel & 3UGFd A3 HT gl
HETH § | HIooA & IHR A g e Sfeeransit # g & SR I
JOTell Yoot & Il & HeAATYGH TAdgel o HTaRTH AUl oo 5 & |

17.13 2UscIdell

I - 9iafad (Processed) STiehRI, 2l I1 HHGI &1 THE FIol
gl & |

aRearersr yfddest - cgaary & d@dres IRUTAT § @ieUd giddcsT |

fee ufddes - e F 3R ud wummuRE F 9fy afc &
fdest 1 sa= arer gfades

eale gfddest - caa & AedRe geeu vd Rt & oo & fou
wEgd fhar S arell 9fddest | I8 WAT A7 g g1 Fehdl § U9 3T,
AR T T 0T Yeey &g IORRIERT JIR R ST Far § | A
ST & gFafeud aeg a1 RAwRe G wfades & afFafaa & o & 39
fafdrse yfddes @gd ¢ |

aeg yfades - 8T H FT o el SET USRI JYUT 3RMYNT, RHUTIIUN],
S1ed yiddes Hegd ¢ |

17.14 FHEUYIE YU%T

1. Uh TSI Yoo Il Yool F HTUH AT AR §? T Hell Jar AfFq
YU & AT 18107 g2 Sg$hr urfafear o g2
What do you mean by a good Management Information System?
What are the characteristics of a well designed system? What are
its techniques?

2. U& Y& HIeAT YOI & &1 IO glet arfgu? 3 gt & geg o o
H g JfAwT FTase HFT |
What should be the attributes of a Management Information
System? Examine its role in arriving at economically sound
decisions.

3. YE-Y §g T = RUIE & ygw fARwar? a=r 87 fagesor R v gaen
RAE & 3R adrsT
What are the essential characteristics of a good report for
management System? Distinguish between a Control report and

‘information report’
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N

10.

11.

gfddee & 3T 1 A g2 Ufdded & faffied gl &I #8119 & Tase
HAT |

What do you mean by Report? Explain the various types of
Report in Brief.

Th §3 AGHIdS U & U gaey o Yomell &1 FAT FAged 7
THASTST | SHHN AATT Ay |

What is the importance of Management Information System in big
business concern?

e e & & AT oo & o 3maeds ROl & iR e @e &
YulTell W Ter fecqofy faf@e |

Write a note -Reporting and information System essential for

arriving at economically sound decisions.

TeeY §q Jfddest & HAged HI [Aager AT | govy §g 3cad dfadesd &

oy &= g2

Discuss the importance of reports for management. What are the

characteristics of a good report for management?

faferse gfddea #Far §7 I8 9=y ufades ¥ fohg 9eR e g2 Jeeuehra

fauioe & 58 9HR F gfadeal & Aged & aula AT |

What is a special report? How does it differ from a general

report? Discuss the significance of such reports in Management

Decision.

fAFT A ek Tgse AfFT (Distinguish between the following)-

(i) ¥#FT 9fddes ud fafse gfddgst (General Report and Special
Report)

(ii) Tre) Ageaor yfadegad vd @RIy fgesor gfddes (Current Control
Report and Summary Control Report)

giddesT ¥ 7T FI7 THAST 82 Th 3ITST RUIE & o807 gase Fasd a9y

gfadeat dr 3MaRTehdr glar & |

What do you mean by Report? Give the essential of a good

report and also mention the situation in which special report are

required

IR eIl Tgicd U 3T AT FHSIA g7 ST FAT SI8T0T g2

What do you mean by Management Information system? What are

its characteristics?
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12. 'gaetshl @ UfddesT ey ¥ T FIT THST 82 HET H 3o a1dl &1 gofel

HINT S FTeleh AUST T Y& A A arel gfddest # afFAfad gidr 8
What is mean by ‘Reporting to Management ‘? Discuss briefly the
matters that you could deal with while reporting to the Board of

Directors.

17.15 Teedy I

N o oo kMoo dpR

Pandey .M : Management Accounting

Ravi M . Kishore : Fianancial Management

Jain , Narang : Cost and Management Accounting
Arora M.N. : Cost and Management Accounting
39T TH. 3R | UG i

Saxena , Vashist : Cost and Management Accounting
Khan,Jain : Theory and Problems of Management and Cost Accounting
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SIS hl TIXWT - 18: ScaiaiAcd oIdehdd
(Responsibility Accounting)

sHIS H FRAET

18.0
18.1
18.2
18.3
18.4
18.5
18.6
18.7
18.8
18.9
18.10
18.11
18.12
18.13

32T

EATGAT

37 Uq gRETT
3cReIAcd ordishel & fAgled
SccRefAca ordichel I fAVary
3caREITAcd olElehed § TWFRETA of@ihed H 3ok
3caReIfcd ol@idhe] T TIRTRAT
3cReIAcd oidishel & aTeT
SccRelfAca oiihel I HATT
3ccRelAcd oidiehel Ufddeel Sellel T fafer
HRIA

rsTdell

TR TR

o T

18.0

32"

SH SHIS & JEIIA & §I 3T 3T AT g Fohal b -
3ccReIAcd or@iehel HT 37 §dT Th |

3caRGITAcd oidiehed T TARIVAT3T &7 JUTeT X TAh |
3cReIAcd oididhel Ifddeel IR & Teh |
3ccReIRAcd Jr@idhel & HATT a1 T |

JEATIAT (Introduction)

Y AT A AWhed H WERET & IJOACT AGHH 8ol ol g |
Ufaerf@s d@ies & @ dad Aifge saaie didh @ gedet # gor wer
Ud T o@l gy i gAftd W UMaefas ffd w gfddea wega &,
gfFAfId 81T § | WERPT @i 3 3gURUMT & $HRUT, T & v
YA FAA FEIA 8 IR § | WERNEA A Wiehe], Jaotl I Had: fdgriaes
Ui T AT JalT Hdl § oradh HRUT 3cuied, faed goedr, fagoer anfg
FrAf T gatar & TG ¥ FE g I § | RERET @i & el
AT & FROT A@Idal o AT fRar & WEREE o@iee d1 dHETHT #
g & ¥ 39 THR F W I FE A geew & fov gaied sganh @
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T AR geeudT S gAY & ¥ HAfed 9 @aesd R oo as | osw
HRUT § Scclel—cd olWiehe 1 faehrd g3 |

3cicIcd Wichel HEIT H FIaRmel &1 ¥ AAfoid g arera Fafesra s
& 32T FHT UITT T Th AT dehelieh & | 3ccRaldcd d@ihel A 30 THR
O cgafeyd fhar oirar § 6 @ @raeud safed & 38e s & ufd
ScaRer—T g S dah |

18.2

37 Ug RSN (Meaning and Definition)

30 Ugfd & AR HIST &l [Affest IccRarfca Feal a1 s&sdl # fasnfad
ScakeIRica A@ihel # HHET HaroaAT & Affied R deal &1 WuRoT #er
Uq AfFded Ueeud S fF eTd & Heedl H AU oF g9 IRTFNE ®9 ¥
IcRerr &, & fav anpa PuiRa &xar § | 3cRefdca o@isd o
ATHERISAT W@Thad Y Fgl AT §, T fodd 32T TFEAT 1 3w gaTar
PN UCT FAT § | TATT T A 3ckalided dhegl ol TATAT T, AR
afead aeT, dueR S5 ST U9 I UG Y oOidd QAT & 3qH
Ol fasulesd & & Ufd Sccie¥cd ogde 3G # wWE{fes A
3ccReIAcd o@idhed § | 3ccaielfdcd o & Heddld AT A HATeled T
TEJAUT 30 YR & fhar Srar & fasr ST Jeet gl s F W
fRar ST @F |

3cReldcd  o@ihed  dhellh 1 YANT  WHENI,  Ffead,  afeud,
STHBRT, ITTHART, BIC-asT FHT JhR T AT H fFar J1em dFAq § |
SccRaldcd o@ehed HT e Agecdqul IRHATNT foleel TR &-

T vd A9 o 3@ Teeew A fomr § [, 'Scaaifica @i 33 YeR HT
Yo ool & [GH 3caialfdcd dheal & ®9 # [AAfad vd areafas, gt
TR T o@iche AT T Fafed R wfaafea frar srar g 1

fafesr wa. B & IER, ' 3ccReR¥cd J@ehed # AR & & 3R
AETal R AWEAT FT e ¢ oEd R yAOT @erdr & 3ae fow
Scclerdl egferd AT WHE & A Ygarell off ¥ | "

AeTH TE AddT & AR, ' Scolaldcd A@iehel Teh Ul gomelr g, fowed
AETAr TF HEAT H AR fhar e § 3R s aerdr & gaewr & fAgedor
F IUR W Yeeue o gfdafed Far Sar & | 98 Yeuhg J@iafe S
U fadfead Wred # doic qur fAsuies &t Sl ¥, 3ccardcd @it
FEarr & | "

ST T RO & usel H, 'Ig Wi Y Th YUl § S P ue HaredA A
IR gl & | 3EH AT TS & Ieddd 3cckelidcd & Tkl & 3MUR
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Hefold, AT R giRaa 1 A § | Fred & 9ds el &7 W
HId T & ARl drer i S § s AT I8 3cRa@a § 3R oE W)
sq&T fAgeaoT § 1 "

- 3. TH. T AsEEel & AR, ' SccRel¥cd oWlehel Yoot ol@iehal
TE T § e ey & e TR W IRINd SeRafied & 3ER
Stareedl & fovads 3R geewr gaer vd gfddge Gomel i T S
gl 39 9gfd & 3eded fafdse 3R e <afed & el wd oo &
faomelt o sHhEA T IccReI¥icd deal & &7 H Fhfad rar srar g 1 "
TUSHA F HGER, "Ig HTUROT TH a@ished I€fd &l FATfed el & e
AT Td AN N 3H & ¥ Ghfod d gfadfed forar sirar § o g
& FecRelicd TT-T § gfeiss &9 ¥ Toeg g | "

IR, TA. HUSHY & 3ER,'3ccReIdcd oWkl 98 Ugid § fas 3eadd
IcEded & YA® TR W AN Thiod Ud giadfed i ot § arfe
Yo ¢RI Yodeh TR W Thasd aur omrdl & @aeor g oldiehel ofrerd
GHST T g fFAr o FF |

18.3 3ccigl¥cd  of@dd & f&gled  (Principles  of

Responsibility Accounting)

IcRelAcd i & Agled e TR &

(1) HYYH 322, T8, Folc, YA AT AT & aR ATl Falig o d,
At & faffesd o a1 Fraf F Fnfaa wxe RT3 e deg
fauiRa &t &d sma =nfge |

(2) 9AF IcRelAcd Fog B AT & Ty H AN YAed fhar a1 7 39
FE W QT FA-aT JUT Age=or T@r o |

(3) 3ccRaIAUcT Sheg & AEAIGR HET HI FAUN & IR W Hedifehd fohal A=l
IRT |

(4) SO § aEdfa® ST IRUMAT & ALY 3cdoed gU TGaRoN & fARewor w3
gH RUIE o0 yaeth T & faar-fawst &g seqd i I |

(5) 3=T Y=Y T aRT TG GURIHS FRART F IaeTs AST 37 g ar
S B H@AMAT AT ST AT | FEBATIN H FISC X §U Hafed
Uee & §HET U T oed & RO Sedd $r S |

(6) 3THT 3T FATRAT H FF & T HFIRT A e ¥ | SHAT Tewtrahi
H AT IIgR HT 8 JCITT T AT |

(7) s faffied 3caRa¥ica Feal A TAGA H I § | T Fog &I TR
YR & g § St e §

(i) T Fe (i) 3T Feg
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(iii) omeT dheg (iv) fafar Feg

18.4 3ccReMAcd  oI@ihd &I fIAVATT  (Characteristics  of
Responsibility Accounting)

IcReI¥ca o H faRivad Aefafaa §-

(1) 39 9gfd & 3ol TFYOT IS I SccRalded dheal H QAT Feh deal
& HIEN oIl T Fefieptor foham SIIar § | 9cdeh Jaetieh 39el SccRalided
T & v ScaerRl gar € |

(2) T3 3cREr Fegl & TFEYT H Had A= awrat &1 & dagor
ST & | ST 32T Tcdd dheg & ISR A 3TF heg T hast W gy
gt st & AT Seaier SR ¥ |

(3) 58 Ugfa & URFH foeg TiraaT arc § Owd 9% Il &1 13 a7
Tose foRar ST ¥ |

(4) dErat & faRewor g orerdl @ Ageaohy vd sfAgesoiy &7 gefiga fRar
ST & |

(5) 3ccRETAcT oIGiFheT & Heddld Tcdh dheg Bl ATUDPRT HUA dheg & aEddh
aRoTAT T Joroll g AR e ¥ AT § TUT A o hl B T
3AHAIAT T Hodihed FT § |

18.5 3ccRGIf¥cd @] d WFREIT od@lhad H 3ok
(Difference between Responsibility Accounting and

Traditional Accounting)

3cicIcd oWishe Yaetl &1 YA Il &of & AU § o & ared g
Jg 97 ¢ & IcaaiRfca owied woey & fav #fd maeds g, Afed
3ccRaIdcd odiehed RFREIT o&Ihed H Ghed o6l ¢ | TFEREIT ol@idhs]
H gagRl & Aifgds &0 &F uFd B aar § 3R ey s efawiae
gagRT @ YfddesT g [{aron & &7 H THHR Far § dfhd 58§ J@iheT
gfd & @R RIS, and Waeaon, v, @A A geeud st
8 RIS FIAR Tt &l IIcd F6T g1 Ulel §, 3 Taetl HT IaRTehcl &
o 3ceReca d@iehel & ATARThdT HEGH I IS | ScoRalided oiehel
Ueet YfhaT &1 HTARFT HET § | Sccal&cd o@iehe] & Heddld HaTceT
FAET fRamsit & o 3caarR—ca dhegl &I TIOT T TIRURT Ageaqor ¢ |
FaTq Tl BFad 7 IcRefRca R 7 foredl <afda & &1 371 W € |
3, 9REes deE, oied @ e 3eg @l Al & v Seavardd
fuiRa #t &I sd § | 9% 3caaRca g & Agea FsmemETET @R
frar Smar § | @ fwremeger & AR @a gur 39S ganT 4 i e

441



arell TRY o fAEiRa T & S § e @8 o W 3R w071 {@d v
38T 322 UITd X Hoh | 3 ¥ g [ 3caRaIR¥ica of@ihed IRERET
oGl T FAAeo o6l ¢ | T§ dl had TFRET oI@hed & IURAA ard
T HAIT H [ AT § diich JGed HI HERISAT S qfd H ST T d2r
e H & U Feafeyd cafFd F ScaReair SeXm S |

3ccRaIR—¥cd A@ished U WFRET d@idhd H 97T 3] Hrafafad &

(1) TFRET @l H YT GAHAG 352 I & @A, olelgRl Td
WHR H gaa g & dog H MAgifed J=d gad e § Jafh
3ccReIRAcd J@ishel HT MRS 3327 e A e scRe¥ca swsal &
fFanfSa e Torea &7 @l fhamsit & v ScaRerRca AUTRT e § |

(2) 3cRarca gidhs #H GEA & 3aR & & gAY FuiRa &= &2 sna
¢ aur areafas w1 GRUIE T 57 YA & HET 3ceeT 9ROl @ faeeor
Foh el ded &l Il HTEeTH g al T HIE™T AT g |

(3) WFRMTT Whed H FFYUT ITHT &l Th IHS & §F H AT AR
AH-gIT WTar g RAgT defarr Adr § Safh 3ccRelfdcd d@ished H Tcddh
3ccREIAcd Sheg ol GUh-GUh HITR [d2I90T TRaT ST § |

(4) RFRTT AGiched H HdHlToleh TCATHT I @M fhAT ST § STk 3 aAdied
JGTheT TETT FT TEY ATITAT A AfIAt vF A3t F gar § |

(5) WFRETT @ H AlfgF cTagRT & & o Far J1ar § efe 3carer¥ca
G H 3ANGE d2AT & carT Y heg HT fARWVOT TRIT ST € |

(6) NFERWTT WGiehel SWRIFT FHI FTYRUIAT W IR T § SAaich 3ol
HAURUMST N IIART ST ScckelfAed oidished & T 3TaTF 7g ¢ |

18.6 3caiglAcd oldiehed I AHT@WWhdl (Requirement of
Responsibility Accounting)

IcReIAca @i afFdal & w (fAsufa) Feaiwa Hr ve By § | S&r
o o i T & Tuse § & 3@ (I & 3eaeta 3ckaR@ca & Tefga
ar Ygel3iT T fAReNoT fham ST § | WUH Uge I Il § FAT Sccalded
diar a1 Sefe gfad yge I8 Idar § % 3caieiRca & fAdw fha @
Je fohar = |

S §H 3ccRaldcd H ad #d & dl 3cckelided SAfFdal &l AT ST Fehdl
g xR & | 3a: 58 [ & 3eaed g8 & FfwRal &
faflse FT A FT 3cReRca Iar J1ar & | 3ckeRica dius fr I
TRl ekl dcd ol & ATEIH F T ST § | 3ccReldcd sheg (i) R
g (i) o Feg aAT (jii) RAANTT Fog T T P s &7 FhaT & |
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AR %eg (Cost Center) : Teh VAT Fog 8T ¢ T8l €AT R 3curg Ay
a7 TaT AT W TAT R & | 9T Sheg b ATEIH T 3ccRalded ol@iche]
T THT Ig W AT & & IcRer JarRr o [uiRa aea @ s
AT T T § AT A | JgI Ig TISC FX AT aRTF & [ T dheql &
ATCYH ¥ 3caRelbcd oW@dhed alel & [T ATd HT &l 3cUied & gl
ST AT § | U safaw Y fRar Srar & fF gar R[/ffed yeRr & 3curer
& 3G Tah HIY & Fahdl ¢ adT 0 fIfd 7 9@+ 3curg & fow anrg
I 3T A ATd FAT Teh hidel DT g Tohl ¢ |
AN &g & ALIHA ¥ 3ccRalded fdig @1 oifg &l & T I8 @ Sirar
¢ & d8r & yaeusd carl U av @ wA g df Yaeusd T FRIETAAT
3T AR ST § 3T GUR & 910 o o € |
A Feg (Profit Center): 31§ Ush Yaetldh oRTd (3cUlcsd) Ud 39 Hodleud
AT (3cUEA T SR Hed) alell & Teeey H Scler glar § ar
3ccReIfAcd o P ATH dheg Fed o | 39l Td AR & HedX dTH FHgolld]
g | o Seg g oMFA @ qd ol S § | omt H @ W wd g "wew
ST S 30 Feg ¥ FAfeUd o181 8, V¥ e T @ Hohd & ol fhdl deg
fay @ grafeud o 81 | GFey ol A Y e e §g 3eeT § -
gl @ & afFrfad fear smar ¢
AR gl T IET a7 Feal & e amnr §-

(1) T Feg AT (3cUTGsT) TG 3ol (3cUTGeT &l [dehd Hed) HI T A fesd &9
¥, 37d: TE AT T HIA &TAAT P YGRIT T § |

(2) TS e 3T TS 3olel I IRT T & |

(3) MH Tl & ATETH A fAhegloioT T § |
e

(1) W& Fegl & S8l Vard & S B, 98 A Feg A6 TS FHT ST owEd
Fifh TaAT ST aTel dhegs aTeT TSI o167 X et |

(2) T HEUH FET ART UGS U T BT & 9@l e dheal @ Heed A
glar & |

(3) TS Hegl & ATCTA A TH oS heg ¥ G ol Feg & gfaeqa’ g &
TSEd TET & ardreRoT g d g dr § |

(4) SH Fog THh eUHlailsd [AaR § | Sedhrel H dRIT Fog WS 39geFd ¢ |

(5) H &l H 9T ¥ W @ o & AT gid & o e gg o &
ST 8, 31 o & Rufa afr aa 742 g ¥

(6) TTH Feg TAYAT F foT Il (¥ ufFa? § ar I8 gHEAr 3cueT 8iar &
6 T gichar @ qEdl gfshar & A Hed W AT H g&dledRd fhar Sirar
gl
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frsFs- 37T TE FET ST bl § & T deg 3T 3T H 3cReAcd
@i §g FardgEd el & |

RfEAer F+g (Investment). I§ T Yaodsh oFld, ARMH dAT FFGcd H
e & T 3caRer glar & af W Fog w1 [AEAT Fheg gl ST § |
AT Fog W 3cReAca dae sl & AT F & A8 @r oar & &
geeud o fafdiee HAdargd® AT § AT RN | SccRa¥icd AT H 8g
fafarater deg W s W gaa &7 (ROI) A1d & It § | ROI fae=r
YR AT T ST Thdl §

Net Profit Sales

X
Sales Investment
Net Pr ofit <100

Investment

@ - (1) ROI Ush HAIT: Fdipd FHAAdT H AT & |

(2) ROI & JolellcA® AT § |

(3) ROI Teufcaat & 3uged 39U R T 4T § |
AT ROI &g ggerd fAfAANT &1 Hod Ieor3reeT safFd Teer-3rer of Hahd
& ITUT FFeT (Gross), AT Yg (Net) |
IRFT faawor & I Tuse § o Rfaaer Fax sugerar A= o o §
SeeRelTied el & I P TR U1 EaRT GHST S Tl ¥ |

ROI =

Cost Centre

Responsibility Cetre Profit Centre

Investment Centre

18.7 3ccigli¥cd  of@od & ol (Advantages  of

Responsibilities Accounting)

(1) smerad Ag=aor (Cost Control)-3ccRelfacd or@ished H Ycdeh 3feRT fhamait
IR rral & AT geueT 9 @ FeEafeyud H GEAT H YHEYUT ETd fede or
T ST & | ST JGiehel & a7 3MURHA 3227 80 & oerad aedur au
FEG H T ARTT T | IecRarR¥ed AW 3o gl & 38&AT v qfd
AT § | AfF 5TH YAS FRRA IfFd F gifdcd I AWEHRT F TS
e gram ST § 3R 9T Feg W had AIeIoliT aRETEh Y & Hhfed
T Sirar &, 37 S8 e FY 3TF Feg A FABt F AT Ieawerh
SEUAT ST HehcT & 3N 38 YR AR AT &l GHTaqUT FA1T ST Hebel &
aur ot A gfg ST F@HAT § | gaew off IRl & fAanor gq @@
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HATERNE & Hehell § | 3 fAREFT T Sca—¥ca Fogl & Fol ATeTdl &
AT Hh TEG T AEI o AT HY AT Feher § |

(2) a5 worer # Fawar & P& (Addition in the Efficiency of Budget
System)-#&T i fFat HF fAffed Scaer deal # Fefipa = § Folc
yomell & AT F FANHAT Wl & | P T Soc Ugla O O PRI I
THTGRMTE 8T g Tehell 519 oo o YA SccRar s 78 #d da o
o Soic 3TFT dofc g, d & 3@ W AW 78 yaeg H TH Ao |
3cReIAcd ol@ihe] H Ucdeh SATFd &l 3Tch cheg DI hAT F FFaed
T 3TH Tg AT ARAT HT ST Gl & |

(3) HFATRAT &t FAGTAGT FT Hedidad =1 1 AT (Method of Evaluating
Employees)-rel HAaRAT 1 REPd el d HPAS HAURAT HT U
el T STGEAT AT T Fohell & | STH TEAT FH FRIGTAAT T Icdiehdl H g
gl & |

(4) 3aTEg ganT Ye=w (Management by Exception)-fdmha wrif & grafeud
Y & Aol I Yfddgal & Hqag & fbgled W AR 7 o & fafde
AT FATIAT & fHAaR0T H gaeue! &1 T#7g g &Is¢ 78T g |

(5) suraEfd® fAdlsar & o (Benefit of Business Planning)- s@& @HEd
fram3it & ffiad e @ SR F1F &7 g ST & d2T ATahidiRmgr o
& ST THAT § |

18.8 3ccRelAcd  ol@d &I HHATT - (Limitations  of

Responsibility Accounting)

celdcd olEiehel & 3Wiad ol & gld gu o TOmia gererar &
Hodihel Ueh Ffcel A § | YGa Fl U UH JHIGATN 3TROT & §F
JIRT el & AT HiSasar F1 AT AT 93T 8-

(1) Feal F1 AUROr HfSa-TEar F IcReAcd dheal A TE&AT A AR AT
T Hided P ¢ |

(2) arrat F1 FelfEIT FRA- FecRaIed AWHA FI GHN FT & @R[ WA F
foT der $r anrdr # Ageoiy v Afageaoiy ameral # geffgpd e
3MERTH § | 30 IR A dFIal A Joffpd el H S YR AT HidaArsar &l
HHAT FHLeAT ST § |

(3) FHAIRAT garT ARY- IccRaTR—cd d@ised I 30 W HHAARIAT 1 &
ET ¥ FifF IcRafica adised Ad s0agR W 3Ra § 3R gegaarn
g A AfFd IcReR—¥cd § T IR & |

(4) WHE AEA T QT TS (AT I W FY QAT AeeT & AE @R AT
% oMY HH § ST, SEY THG AT e T Ik ¢ |

445



(5) EEfelt YUIell- 3caialdcd o@idhe &g TAfAST UGl &1 TATIAT A, doar

T TUNT A F AT 9y §, 31d: Tg Tl Yote ¥ |

(6) URFS HfSA- IcaRelfAcd Wil & eddld Haddleled dzdl & IR W

arEdides fosaree @ Jolell H ST §, 3 W1 H UNEH & O as H
SHHT T ALl & AT & |

(7) Rl |9 va R f9Mmr 3mOW A FR AT A Jolell WA AT HH

T o § aUr e AR FT AR JRE FAd TR § A HUA
fermer 3 grar & ar weaRar 7 favey g & |

18.9

3cclffca ofd@ihed Ufddee el $r fafer (Method of
Preparing Responsibility Accounting Report)

SecRelfica A@iwa & RAIE §a1d T 38 el B GiEAted wd § S
& ufddest grod &tel drel Ofdd cart Aaeaoha g | 388 37 dheq &
Yoot @l AU & wgrgar gred gl § | fAed ¥ W e i egd
HAAE o AT § Safh 3oa TR W T Gomelt a1 Fear & sy oo
ST & |
3Iergor (lllustration) 1 :
37 fAHNT & AR @A GaRT IR fhar a1 foigeaur gfddes eafai@d
2
The following is a control report prepared by a cost
accountant of Department A-

Rs. Rs
Indirect Material 2,500
Indirect Labour 2,000
Overtime Charges 500
Depreciation on Plant 1,000 6,000
Allocated Factory Expenses 3,000
(40% of factory spaces)
Allocated Overhead of Repair Shop
(60% of repair in repair shop done for department Z)
1,200
Allocated office and Administration overhead (on an agreed
basis) 2,500
Total Department Expenses 12,700

fFemer 31 FF T IeaaRica Feg AT §T TNFT gfddeet IR AT |
Revise the report treating Department A as responsibility center.
gd (Solution) :
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Revised Control Report of Department A;-
Controllable Cost :

Indirect Material

Indirect Labour

Overtime Charges

Partially Controllable Cost:
(Responsibility with other units)

Allocated Overhead Repair Shop

3¢rgYor (lllustration) 2 :

Rs. Rs,
2,500
2,000
500 500
1,200

A fAfAes & 3curesT e & A6, 2009 & fov ArAfaf@a @#@s g&qd

U §:-

A production department of Ram Limited has furnished

following data for March, 2009

Particulars

Budget Actual
Rs, Rs.

Direct Materials

Direct Wages

Repairs and Maintenance
(Rs. 50,000 Fixed)

Staff Salaries (Fixed)
Consumable Stores (Variable)
Factor Rent (Fixed)
Depreciation (Fixed)

Tools (Variable)

Power & Fuel (Variable)
Administration Charges (Fixed)

2,50,000 | 2,60,000
1,25,000 | 1,62,500

1,00,000 | 1,10,000
50,000 45,000
37,000 47,500
25,000 25,000
50,000 50,000
12,500 15,000
75,000 65,000
60,000 70,000

the

fAHTT & 9 g 25 TH & R T AN § | wadl, 2009 H fFHET FT go1es

U grEdfde 3cdlesT A 5000 31K 6,250 SHhsAT AT | 39! ScaRelidcd
g AUROT & HUR R AT & fasued & Aedied i §T &

fdidesT FEgd LT & |

The department has 25 identical machines. During February 2009,

the budgeted and actual production of the department are 5,000

and 6,250 units respectively.
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You are required to present a report showing the evaluation of the
performance of the department based on the concept of
responsibility center

gd(Solution)

Report showing the evaluation of the Departmental Performance on
Responsibility Center Basis:

Details Budget Actual Variance
Controllable Rs Rs. Rs.
Direct Materials 2,50,000 2,60,000 10,000(A)
Direct Wages 1,25,000 1,62,500 37,500(A)
Repair & Maintenance

(50,000 fixed) 1,00,000 1,10,000 10,000(A)
Consumable Stores 37,500 47,500 10,000(A)
Tools 12,000 15,000 2,500(A)
Power & Fuel 75,000 65,000 10,000(F)
Office Salaries 50,000 45,000 5,000 (F)

6,50,000 | 7,05,000 | 55,000 (A)

Non- Controllable :

Factory Rent 25,000 25,000 NIL
Depreciation 50,000 50,000 NIL
Administration 60,000 70,000 10,000(A)

1,35,000 | 1,45,000 | 10,000(A)

18.10 TRIA

3cRelfcd ordishel dg UETd & foldsh 3eddld 3ccRelidcd & Il TR W
AT Hebfold Ud Tidafed &1 Sl § aifeh Jaetr gaRT Yedeh TR W Al
T RRt & PO 8 duieA oEd wEE @ owEe R ST @ |
3ccRaldcd odise SAfFadl & F Hodiel i wh A § | 30 gg Fear
& AFIRAT A IccReAcd heg TAT - (i) 9T dog, (i) T Feg AT (iii)
e seg, & ATCTA T Th T F Idcd Aar AT ¢ | -

18.11 UscTdol

AN Fog - U VAT dhog olgl TEAT fFE 3care RAIY a1 Jar Ry w @=f
FA E

A Feg - S1F Ueh Yoot oFld Ud 39 Teaiedd 3ol gl & TFaey
SccRerdl BT & ol WHT SecRelficd heg o187 dhog; Segollel & |

fafeaer Feg - Ife gewus amerg, 3mH gur @afed & f[fass (ROI) &g
SccRer gir § ar I8 s g wgarar ¢ |
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18.12 EEUYIY YT

1. 3cReIicd oi@ied ¥ 39 FAT FASI §-7 $& o U9 AT JdsU |

What do you understand by Responsibility Accounting? Explain its
Advantage and disadvantages.

3ccelAcd or@ishe &I aRART HfAT | sEdhr faAwansit &1 aoia ffow
Define Responsibility Accounting and discuss its Characteristics.
ScGlAcd ol@iehel & oIl AT &Nl &1 qulel HITAT |

Describe the advantages and disadvantages of Responsibility
Accounting

IcReldcd J@ihed I IRTNT v dar _AffeeT 3cRef&ca FHeal Hr
NCEIERT

Define Responsibility Accounting and explain different
Responsibility Centers.

Teh JHTRITN SccialAcd oiliehel Tgid & fIT aegeri3it & aule HiforT|
Enumerate the requirement for an effective Responsibility
Accounting System.

18.13 HocdT I

No g ks~ owbdpR

Pandey .M : Management Accounting

Ravi M. Kishore : Financial Management

Jain , Narang : Cost and Management Accounting

Arora M.N. : Cost and Management Accounting

3Erd TH. AR . Yee il

Saxena , Vashist : Cost and Management Accounting

Khan,Jain : Theory and Problems of Management and Cost Accounting
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