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Visit www.mbahotspot.com For more information on the project on financial analysis regarding the various reports offered by MbaHotspot.com for more free project reports Visit MbaHotspot.com Download free MBA / PGP projects from MbaHotspot.com, for the Your US project project [Protected e-mail] 1 | Page Visit www.mbahotspot.com For more
information, don't have time to create the project report? Or you don't know how to make the project reports, just leave us an email that we will do it for you | EO click on the following link our mail ID is [protected email] because you worry when there are experts, tell us only your topic and the title of your project, We will project for you. Send us
counter us to [Protected E-mail] 2 | Page Visit www.mbahotspot.com For more information on the introduction: Understanding the information contained in the financial statements in order to know the strength or weaknesses of the company and to make predictions about the future prospects of the company and thus allowing the analyst Financial to
make different decisions concerning company operations. Report analysis: The fundamental analysis has a very wide range. An aspect examines the general (qualitative) factors of a company. The other side believes tangible and measurable factors (quantitative). This means creaking and analyzing the numbers from the budget. If used in combination
with other methods, quantitative analysis can produce excellent results. The report analysis is not only comparing different numbers from the budget, the income statement and the declaration of cash flow. Compare the number compared to previous years, other societies, the industry or even the economy in general. Reports examine relationships
between individual values and relate them to as a company performed in the past, and could perform in the future. Meaning of the report: A report is a figure expressed in terms of another figure. It is a mathematical meter that measures the relationship two figures, which are linked to each other and mutually interdependent. The relationship is
expressed by dividing a figure on the other related figure. So a report is an expression related to one number to another. It is simply the quotient of two numbers. It can be expressed as a fraction or as a decimal or as a pure relationship or in absolute figures such as A ¢ 4,—~ A "SO 3 | Visit of page www.mbahotspot.com for several times ... Because the
accounting ratio is an expression related to two figures or accounts or two series of heads or account groups contain financial statements. Meaning of the analysis of the relationship: the analysis of the relationship is the method or process by which the ratio of elements or group of articles in the financial statement are calculated, determined and
presented. The analysis of the relationship is an attempt to obtain quantitative measure or guides concerning health and profitability of enterprises. The relationship analysis can be used in both trend and static analysis. There are several reports available to an analyst but theirs of relationship, would prefer depends on the purpose and objective of
the analysis. While a detailed explanation of the report analysis is beyond the scope of this section, we will focus on a technique, which is easy to use. It can provide you with a valuable investment analysis tool. This technique is called a cross section analysis. The cross-section analysis compares the financial relationships of several companies in the
same sector. Report analysis can provide valuable information on a company's financial health. A financial report measures the performance of a company in a specific area. For example, you can use a debt ratio of a company to its net assets to measure the leverage of a company. By comparing the financial leverage ratios of two companies, it is
possible to determine which company uses a greater debt in the conduct of its activity. A company whose financial leverage ratio is higher than a competitor has more debt by equity. You can use this information to make a judgment on which company is a better investment risk. However, you must be careful not to place too much importance on a
relationship. Get a better indication of the direction a company moves when different relationships are taken as a group. 4 | Page Visit www.mbahotspot.com For further objectives of the report is to train to analyze the following aspects of the Business Organization) Solvencyl) in the long term 2) in the short term 3) immediate b) stability c)
profitability d) Operating efficiency E) Standing credit f) Structural analysis G) Effective use of H resources) Financial lever or External financing Forms: Since a relationship is a mathematical relationship between two or more variables / accounting figures, this relationship can be expressed in different ways as follows "A] as a pure relationship: for
example the equity capital of a company is Rs. 20,00.000 and the social capital of preferences is Rs. 5,00.000, the relationship between the share capital stocking with the social capital of preferences is 20,00.000: 5,00.000 or simply 4: 1. B] As a rate of times: in the case before the share capital can also be described as 4 times that of the share capital
of preferences. Similarly, cash sales of a company are 5 | Page visit www.mbahotspot.com for further Rs. 12,00.000 and credit sales are Rs. 30,00.000. So the relationship between credit sales to cash sales can be described as 2.5 [30, 00.000 / 12, 00.000] or simply saying that credit sales are 2.5 times that of cash sales. C] In percentage: in this case,
an item may be expressed as a percentage of some other elements. For example, net sales of the company are Rs.50,00.000 and the gross profit amount is Rs. 10,00.000, therefore thegross can be described as 20% of sales [10,00.000 / 50,00,000] passages in report analysis, report analysis requires two steps as follows: 1] calculation of the ratio 2] By
comparing the relationship with some predetermined Standards. The standard ratio can be the past relationship of the same company or industrial sector, average relationship or projected relationship or the relationship between the industry's most successful company. sector.Interpretation of the relationship between a particular company, the
analyst cannot reach any fruitful conclusion unless the report calculated unless the calculated report is compared with a predetermined standard. The importance of a correct standard is unaware while the conclusion will be based on the same standard. TYPES OF COMPOSITION The report can be compared in three different ways A ¢ &, "11]
Analysis of the cross-section: one of the terms to compare the report or relationships of the company is to compare them with the report or the reports of some other company Selected in the same industry at the same point of time. It then involves the comparison between two or more companies, 6 a,— 6 | Visit of page www.mbahotspot.com for
further financial report at the same point of time. The analysis of the cross section It helps the analyst to find out how a particular company was performed in relation to its competitors. The company's performance can be compared with the leader's performance in the sector in order to discover the main operating inefficiencies. The analysis of the
cross section is It is easy to undertake as most of the data required for this could be available in the company's balance sheet. 2] Time series analysis: L. Analysis is called the temporal series analysis when the performance of a company is evaluated for a period of time. Comparing the current benefits of a company with the services of the same
company in recent years, it is possible to carry out an assessment on the tendency being carried out on the company, on the management of the progress of the company. The analysis of the time series helps the company to assess whether the company approaches long-term or not objectives. The analysis of the time series seeks (1) important trends
in financial services (2) shifting in the trend over the years (3) significant deviation if coming from the other set of data 3] combined analysis: if the cross section and 1 'Time analysis, both combine together to study the behavior and the report model, so the significant and complete assessment of the company's performance can certainly be carried
out. A tendency of the relationship between a comparative company with respect to the tendency of the relationship between the standard company can give good results. For example, the relationship between operating expenses to net sales for the company can be higher than the industry's average, however, over the years has decreased for the
company, while the industry's average has not shown significant changes. 7 | Page Visit www.mbahotspot.com For more information on combined analysis as illustrated in the above diagram, which clearly shows that the relationship between the company is above the media of the sector, but is decreasing over the years and It is approaching the
average of the sector. for the analysis of the report to use the analysis of the report as a device to make proposed conclusions, there are some prerequisites, which must be taken care of. These prerequisites are not conditions for calculations for significant conclusions. Accounting figures are inactive in them and can be used for any relationship but
meaningful and correct interpretation and conclusion can beonly if the following points are well considered. 1) The dates of the different financial statements from which the data are taken must be the same. 2) If possible, only audited financial statements should be considered, otherwise there must be sufficient evidence that the data are correct. 8 |
Visit www.mbahotspot.com For more 3) The accounting policies followed by different companies must be the same when cross-sectional analysis is carried out, otherwise the results of the analysis of the ratio would be distorted. 4) A report may not shed light on any performance of the company. Therefore, a group of reports should be preferred. This
will be conductive to checks against checks. 5) Last but not least, the analyst must find out that the two figures used to calculate a relationship must be related to each other, otherwise there is no purpose to calculate a relationship. Classification of the report classification based on financial statement on the basis of education based function User 1]
Balance sheet 2] Revenue statement report 3] Composite report 1] Liquidity report 1] Ratio for 2] Leverage ratio 3] Short term report 3] Activity report Creditors 4 ] Profitability ratio 5] Profitability Report 5] Report 2] Report per Shareholder 3] Report for Management 4] Ratio for long-term creditors 9 | Visit www.mbahotspot.com For further
information on the basis of accounting reports in the financial statement express the relationship between the data taken from the balance sheet . Figures can be taken from budget, P & P A/C, or both. Unidirectional classification of reports is based on the sources from which they are taken. 1] Budget report: if the reports are based on the figures in
the budget, they are called budget reports. For instance. Ratio of current assets to current liabilities or debt to equity ratio. When calculating these ratios, it is not necessary to refer to the income appraisal. These relationships study the relationship between activities and passivities, of concern. These ratios help judge the liquidity, solvency and
capital structure of concern. The balance sheet ratios are the current ratio, the liquid ratio and the owner ratio, the capital gear ratio, the debt capital ratio and the working capital ratio. 2] Revenue report: the report based on the figures of the revenue declaration is called revenue declaration reports. These reports study the relationship between
profitability and worry sales. The income ratios are a gross profit ratio, an operating ratio, an expenditure ratio, a net profit ratio, a net operating profit ratio, a share rotation ratio. 3] Composite: These reports indicate the relationship between two elements, which is located in the financial statements and more in the revenue declaration. There are
two types of composite abductions) some composite relationships study the relationship between the profits and investment of concern. For instance. Return to the capital employee, return to the fund of the owners, return to share capital etc. B) other composite relationships eg. Debtor rotation reports, creditors' turnover reports, dividend payment
reports, debt service reports 10 | Page page www.mbahotspot.com for further BASED ON FUNCTION: Accounting reports can also be classified according to their functions in liquidity reports, leverage reports, business reports, profit ratios and turnover reports. 1] Liquidity Report: It shows the relationship between current activities and current
liabilities of concern, such as liquid relations and current relationships. 2] Leverage report: It shows the relationship between funds and debts of the owners used in the financing of the goods of concern, for example, relations of capital gearing, debt ratio and Owner. 3] Activity report: Shows the relationship between sales and activities. It is also
known as the turnover and productivity ratio of turnover, for example, equity turnover reports, debtor’s turnover ratios. 4] Profit ratio: a) It shows the relationship between profits and sales, for example operating relationships, gross profit ratios, operating net profit ratios, expenditure reports b) It shows the relationship between profit and
investment, such as investment yield, return on equity capital. 5] Cover report: It shows the relationship between profit on one side & foreign credits to pay from such profits, for example by dividing the winning reports and debt service reports. 11 | P a g e Visit www.mbahotspot.com for further BASED ON USER: 1] Short-term credit ratings: Current
relations, liquid relations, equity capital relations 2] Rates for shareholders: Owners fund report, stock capital yield 3] Management reports: Return to the capital employed, turnover reports, operating reports, expenditure reports 4] Long-term creditors' rales: Debt equity accounts, capital income, ownership reports. 12 | P a g e Visit
www.mbahotspot.com for further RATIO LIQUIDITY: Liquidity refers to the ability of a company to meet its short-term obligations (usually up to 1 year). The reports, which indicate the liquidity of a company, are current report, Quick/Acid-Test report and Cash report. These reports are discussed under the meaning of CURRENT RATIO: This report
compares current activities with current liabilities. It is also known as "employment capital ratio o or "solvenza ratio.". It is expressed in the form of pure relationship. E.g. 2:1 Formula: Current Report = Current Passivity 13 | P a g and Visit www.mbahotspot.com for more information The current activities of an enterprise represent those activities
that can be converted into money during the ordinary course of activities within a short period of time, normally not more than one year. Current liabilities defined as liabilities that are short-term maturation obligations to be respected, asexpected, within a year. The current ratio (CR) is the ratio between total current assets (CA) and total current
liabilities (CL). Current activities include bank and money balances; inventory of raw materials, semi-finished and finished goods; market bonds; debtors (supply net for bad and doubtful debts); creditable invoices; and prepaid expenses. Current liabilities consist of commercial creditors, commercial creditors, Payment, bank credit, and provision for
taxation, payable dividends and exceptional expenses. This ratio measures the liquidity of the current assets and the capacity of a company to satisfy its short-term debt obligation. CR measures the company's ability to satisfy its cl, that is, CA is converted into cash in the company's operating cycle and provides the necessary funds to pay for cl. Higher
is the current relationship, the greater the short-term solvency. This compares the activities, which will become liquid within about twelve months with passivities, which will be due for payment in the same period and is intended to indicate whether there are sufficient short-term activities to meet short-term passivities. Recommended current ratio is
2: 1. any relationship below indicates that the entity can address liquidity problem, but also ratio over 2: 1 as above indicates above trading, ie the entity is using the use of Its current assets. 14 | P A G and Visit www.mbahotspot.com For more information Liquid Ratio: Meaning: Liquid ratio is also known as an acid test report or rapid ratio. The liquid
ratio compares rapid activities with rapid passivities. It is expressed in the form of a pure relationship. Ex. 1: 1. The term quick assets refers to current activities, which can be converted into, cash immediately or short notice without decrease in value. Formula: rapid liquid ratio = rapid rapid ratio passiveness (QR) is the relationship between fast
current activities (QA) and CL. QA refers to those current activities that can be converted into cash immediately without any value force. The QA includes cash and bank scales, short-term market securities and debtors on request. Inventory and prepaid expenses are excluded since these cannot be converted into cash as and when necessary. QR
indicates the measure in which a company can pay its current passivities without relying on the sale of inventory. It is a fairly rigorous measure of liquidity because it is based on those current assets, which are highly liquid. Inventories are excluded from the numerator of this relationship because they are considered the least liquid component of
current assets. Generally, a rapid ratio of 1: 1 is considered good. An inconvenience of the rapid relationship is that it ignores the timing of receipts and payments. 15 | P A G and visit www.mbahotspot.com for more cash ratio meaning: This is also called as a super fast relationship. This report only considers absolute liquidita available with the
company. Formula: Cash + Bank + Cash flow rate = Total current passivities Since money and bank budgets and trading short-term securities are the most liquid goods of a company, financial analysts look at the cash ratio. If the super activities are too much in relation to current liabilities, then it can affect the profitability of the enterprise.
INVESTMENT / SHAREHOLDER WARNING FOR SAHRE:- 16 | P a g e Visit www.mbahotspot.com for more information Meaning: Earnings for Actions are calculated to discover the overall profitability of the organization. of the organization.for The share represents the remuneration of the holding, whether or not dividends are declared. If there is
only one class of shares, the earnings per share is determined by dividing the net profit by the number of shares. The EPS measures the profits available to shareholders for each share held. Formula: NPAT Earnings per Share = Number of Shares The higher EPS will attract more investors to acquire shares in the company as it indicates that the
company is more profitable enough to pay dividends on time. But not all profits earned will be distributed as dividends the company also retains some profits for the business DIVIDEND FOR SHARE: The DPS indicates how much is paid as dividend to shareholders on each share held. Formula: Dividend paid to ordinary shareholders Dividend per
Share = Number of ordinary shares DIVIDEND PAYOUT RATIO:17 | P to g and Visit www.mbahotspot.com for more information Meaning: Dividend Pay-out Ratio shows the ratio between dividends paid to equity shareholders and the profit available to shareholders. Formula: Dividend per share Dividend Payout ratio = *100 Earn per share D/P ratio
shows the percentage of net profits after taxes and after the preferred dividend has been paid to the preferred equity holders. GEARING 18 | P a g and Visit www.mbahotspot.com for more RATIO CAPITAL GEARING:Meaning Gearing means the process of increasing the shareholder’s return through the use of debt. Shareholders earn more when the
rate of return on total capital is higher than the interest rate on debt. This is also known as leverage or trading on equity. The Capital-gearing ratio shows the relationship between two types of viz capital: - equity capital and preferred capital and long-term loans. It expresses itself as a pure relationship. Formula: Preferences Capital+ Guaranteed
Loan Capital March Ratio = Equity Capital & Reserves & Surplus Capital March Ratio indicates the percentage of debt & equity in the financing of assets of a concern. BENEFITABILITY These reports help to measure the profitability of a company. A company, which generates a significant amount of profits per rupee of sales, can comfortably meet its
operating expenses and provide more returns to its shareholders. The profit-to-sales ratio is measured by profitability ratios. There are two types of profitability ratio: Gross profit margin and net profit margin. GROSS PROFIT RATIO:19 | P to g and Visit www.mbahotspot.com for additional meanings: This ratio measures the ratio of gross profit to
sales. It is defined as the excess of net sales over the cost of goods sold or the excess of revenue over cost. This report shows the profit that remains after the production costs have been met. It measures production efficiency and pricing. This one It helps to evaluate how efficient concern is to manage its production, purchase, sale and inventory, how
good it is good on direct cost, as well as concern, how much amount is left to meet other expenses and earn net profit. formula: gross income = * 100 net sales net profit RATIO:Meaning: net profit ratio indicates the ratio between net profit and sales that is usually expressed in the form of a percentage. formula: npat net profit ratio = * 100 net sales
this report shows net earnings (to be distributed to both shareholders and preferences) as a percentage of net sales. measure the overall efficiency of production, administration, sale, financing, prices and tax 20 | p a g and visit www.mbahotspot.com for greater management. the gross and net profit ratio, joint, provides an understanding of the
structure of the costs and profits of an enterprise. return on CAPITAL employees:Meaning: the profitability of the enterprise can also be analysed from the point of view of the total funds used in the enterprise. the term fund used or the capital used refers to the total source of long-term funds. means that the capital used includes funds for long-term
shareholders and debts. Alternatively, it can also be defined as fixed assets plus net working capital. the capital employed refers to the long-term funds invested by creditors and owners of a company. is the sum of long-term liabilities and the equity of the owner. Roce indicates the efficiency with which a company's long-term funds are used. formula:
npat return to the capital employed = *100 capital employed 21 | p a g and visit www.mbahotspot.com for more financial information these reports determine how fast some current assets can be converted into money. they are also called efficiency reports or asset usage reports, as they measure the efficiency of a company in asset management.
These reports are based on the relationship between the level of activity represented by sales or the costs of the goods sold and the levels of investment in various assets. the main turnover reports are the debtor turnover ratio, the average collection period, the inventory/stock turnover ratio, the turnover ratio of fixed assets and the total turnover
ratio of assets. these are described below: 22 | p a g e visit www.mbahotspot.com for more debtors turnover ratio (dto) meaning: dto is calculated by dividing net credit sales from average debtors to be during the year. measure the liquidity of a company's debts. Net credit sales are gross credit sales minus returns, if appropriate, from customers.
average debtors are the average of debtors at the beginning and end of the year. This report shows how debts are collected quickly. The higher the finger, the better for the organization. formula: credit sales debtors turnover ratio = debtorsINVENTORY OR STOCK TURNOVER RATIO (ITR) Meaning: ITR refers to the number of times the inventory is
sold and replaced during the accounting period. Formula: COGS Stock Turnover Ratio = Average Stock ITR reflects the efficiency of inventory management. The higher the ratio, the more efficient the of inventories and vice versa. However, a high turnover of stocks can also derive from a low level of stocks, which can lead to frequent stocks of stocks
and sales and customer start-up losses. For the calculation of the ITR we take into consideration the average of the stocks at the beginning and at the end of the year. 23 | P A G and visit www.mbahotspot.com For further information turnover (FAT) the FAT ratio measures net sales for investment rupee in fixed assets. Formula: net sales fixed assets
Turnover = Net fixed assets This ratio measures the efficiency with which fixed assets are used. A high relationship indicates a high degree of efficiency in the use of assets, while a low ratio reflects an inefficient use of assets. However, this relationship should be used with caution, since when the fixed assets of a company are old and considerably
amortized, the rotation rate of fixed assets tends to be high (because the report denominator is very low). Ratio owners: meaning: the owner report is a financial solidity and credit solidity test. It relates the equity fund with the total active. This report determines the long-term or definitive solvency of the company. In other words, the property
relationship determines to what extent the interests and expectations of the owner are met by the total investment carried out in the business operation. The property relationship compares the property fund with the total passivities. It is usually expressed in the form of a percentage. The total heritage also knows it as a net assets. Formula:
Proprietary Fund Ratio = Or Total Fund 24 | P Age Visit www.mbahotspot.com For further information Fund shareholders ratio = fixed assets + Current passivities Ratio Capital of work: Meaning: This report shows the relationship between closing actions and capital Circulating. It contributes to judging the quantum of stocks in relation to the
working capital of the company. The purpose of this relationship is to show to what extent the working capital is blocked in stocks. The report highlights the predominance of the shares in the current financial situation of the company. It is expressed as a percentage. Formula: St stock Capital Circulating capital relationship = working capital
Circulating capital relationship is a liquidity relationship. Indicates the composition and quality of working capital. This report also helps to study the solvency of a company. This is a qualitative solvency test. It shows the entities of the funds blocked in stocks. If the investment in shares is higher, it means that the quantity of liquid activity is lower.
Debt equity ratio: meaning: This report compares long-term debts with the stock fund. The relationship between funds taken Loan and equity is a popular measure of a company’s long-term financial solvency. This ratio is indicated by the debt/equity ratio. Alternatively, this ratio shall indicate the relative share of debt and equity the financing of the
company’s assets. It is usually expressed as a pure relationship. For example 2:1 25|P a g e Visita www.mbahotspot.com for more Formula: Debt equity ratio = Total shareholders fund The Debt equity ratio is also called a financial lever ratio. By leverage, we mean the process of increasing shareholders’ performance through the use of debt. The
financial lever is also known as 'gearing' or 'negotiation of actions'. Debt equity ratio shows the security margin for long-term creditors and the balance between debt and capital. Meaning: The return of the Fund for Owners is also known as “return of the net assets of the owner” or “return of the investment of shareholders” or “investment ratio”. »
This report indicates the relationship between the net profits achieved and the total funds of the owner. Yield on the landlord fund is a profit ratio, which the relationship between profit and investment by the owners in concern. Its purpose is to measure the rate of return of the total fund made available by the owners. This report helps to assess the
efficiency of the company in managing the fund available to the owner. This report is of practical importance for potential investors and shareholders. Formula: NPAT Yield of the owner's fund = * 100 CREDITORS TURNOVER RATIO: It is the same as the debtor's turnover report. It shows the speed with which payments are made to the supplier for
the purchase made with them. This is a relationship between net credit purchase and average creditors 26 |P a g and Visit www.mbahotspot.com for more information Purchase of net credit Rate = average creditors Months in one year Average age of accounts to be paid = Credit rate Both reports indicate timeliness in payment of creditors. The
increase in the turnover of creditors or a lower credit period of which they use means that creditors are paid promptly. Improves the creditworthiness of the company. A very low ratio indicates that the company is not fully exploiting the credit period granted by creditors. IMPORTANCE OF ANALYSIS RATIO: As a financial management tool, the
indices are crucial. The importance of proportional analysis lies in the fact that it presents facts on a comparative basis and allows to draw interference on the performance of an enterprise. Report analysis is important to assess the performance of an enterprise in relation to the following aspects: 1] Liquidity position, 2] Long-term solvency, 3]
Operational efficiency, 4] Overall reddishness, 5] Inter-company Comparison 6] Trend analysis. 27 |P a g e Visit www.mbahotspot.com for more 1] LOCATION: With the help ofThe analysis allows to draw conclusions on the liquidity situation of an enterprise. The liquidity position of an undertaking would be satisfactory if it were able to cope with the
current obligation at the expiry. It can be said that an undertaking is able to cope with its short-term liabilities if it has sufficient liquidity to pay interest on its activity. activity.usually mature the debt within a year, as well as to repay the principal. This ability is reflected in the liquidity ratio of a company. The liquidity ratio is particularly useful in the
analysis of credit by banks and other providers of short-term loans. 2] LONG TERM SOLVENCY: The analysis of the report is also useful for assessing the long-term financial profitability of a company. This compliance with a borrower’s financial position is of concern to long-term creditors, security analyst & current and potential owners of a business.
Long-term solvency is measured by the ratio between leverage and capital structure and profitability Analysis of ratios that focus on the gain of power and operational efficiency. Analysis of the report reveals the strengths and weaknesses of a firm in this respect. Leverage ratios, for example, indicate whether a firm has a reasonable percentage of
various sources of funding or whether it is heavily burdened with debt where its solvency is exposed to high stress. Similarly, the various profitability reports will reveal whether the company is able to offer an appropriate return to its owners in line with the risk involved. 3] EFFICIENCY OF THE OPERATION: Another dimension of the usefulness of
the analysis of the relationship, relevant from the point of view of management, is that it sheds light on the degree of efficiency in the management and use of its assets. The various activity reports measure this type of operational efficiency. In fact, the solvency of a company is, in the 28 | P to g and Visit www.mbahotspot.com for a more recent
analysis, dependent on the sales revenues generated by the use of its assets- total and its components. 4] PROFITABILITY Unlike external parties, who are interested in an aspect of the financial position of a company, management is constantly concerned with the overall profitability of the company. It is therefore a question of the company’s ability to
meet its short-term and long-term obligations to its creditors, to guarantee a reasonable return to its owners and to guarantee an optimal use of the company’s assets. This is possible if an integrated view is taken and all reports are considered together. 5] INTER & FIRM COMPARISON: The analysis of the report not only sheds light on the financial
position of the company, but also acts as a step-by-step for corrective action. This is made possible thanks to the interdepartmental comparison and comparison with the averages of the sector. A single figure of a particular relationship is useless unless it is related to a standard or norm. One of the popular techniques is to compare a company’s
reports with the industry average. It would be reasonable to provide that the performance of a firm should be in line with that of the industry to which it belongs. A prohibited comparison would demonstrate companies position their competitors vice versa. If the results are unchanged with the industry average or with those of competitors, the
company can try to identify probable reasons 6] Trend analysis: Finally, the report analysis allows the company to take into account the time dimension. In other words, if the financial situation of a company improves or worsens over the years. This is made possible by the use of trends analysis. The importance of the trend analysis of the relationship
lies in the fact that analysts 29 | P A G and Visit www.mbahotspot.com for more can know the direction of the movement, ie if the movement is favorable or unfavorable. For example, the relationship can be low compared to the norm, but the trend can be towards the high. On the other hand, if the current level can be satisfactory, the trend can be
decreased. Advantages of rational analysis The financial reports essentially concern the identification of significant accounting information reports, which allow decisions to understand the economic-financial trend of a company. The advantages of the analysis of the reports can be summarized as follows: A"Af Af Af Af Af A~ Af The analysis of
relationships helps to evaluate the liquidity, the operational efficiency, The profitability and solvency of a company. A”Af 4f Af The analysis of the relationships provides a basis for both intra-business and intra-business comparisons. A"A is the comparison of the actual coefficients with the reference or standard coefficients, it helps the management to
analyze the financial results of the company. Restrictions of the ratio analysis The analysis of the relationship has its limits. Reports require quantitative information for analysis, but do not determine analytical results. A"AZa%a7 The figures contained in a series of accounts are probably overcome several months and could therefore not provide an
adequate indication of the current financial situation of the company. 30 | P A G and visit www.mbahotspot.com For more information A"Af 4f where convention on historical costs if used, assessments of activities registered in the balance sheet could be misleading. Reports based on this information will not be very useful for decision-making process.
2] Performance comparison Over time A"A” A~ When comparing performance over time, price changes must be taken into account. The performance evolution should be in line with the evolution of prices. A"Af A"Af A~ A~ When comparing the performance over time, technological changes must be taken into account. 3] inter-company comparison A"A
¢ The societies can have different equity structures and compare the results when one is entirely funded with net capital and the other is a company oriented can be inappropriate to make a comparison of results when one It is entirely funded with net capital and the other is an oriented company. A"A74747 The incentives in favor of various companies
can also distort the comparison between companies. Compare the performance of two companies can be misleading. A"AfAf Af It may not be useful unless firms are compared are of the same size and age and employ similar production methods and accounting practices. i~ Even within a company, comparisons can be distorted by changes in the price
level. i~ The reports provide only quantitative information, not qualitative information. 31 |. P A G E Visit www.mbahotspot.com For further information i~ The reports are calculated on the basis of past financial statements. They do not indicate future trends and do not consider economic conditions. Purpose of anyssis report: 1] To identify the
aspects of a business company, performance to facilitate decision-making 2] quantitative process - it may have to be integrated by qualitative factors to obtain a complete image. 3] 5 main areas: i~ liquidity - the ability of the company to pay its way i~ investment / shareholders 4€ "Information to allow decisions to be made on the extent of risk and
the potential gain of corporate investment i~ Gearing - Information on the relationship between business exposure to loans in contrast to the share capital i~ It is true that the technique of analysis of the relationship is not a creative technique in the sense that it uses the same figure and information, which is already appearing in the financial sheet.
At the same time, it is true that what can be achieved by the technique of analysis of the report cannot be achieved by the simple preparation of the financial statement. The analysis of the report contributes to assessing the company in terms of profitability and performance efficiency, individually or in relation to those of other companies in the same
industry. The process of this evaluation is not complete until the ratio is so calculated can be compared with something, since the relationship all from them means nothing. This comparison can be in the form of an intractive comparison, comparison between enterprise or comparison with standard relationships. Therefore, the correct comparison of
the reports can reveal where a company has been placed compared to the previous period or compared to other companies in the same industry. Report analysis is one of the best possible techniques available for management to impart basic functions such as planning and control. As the future is closely related to the immediate past, the ratio
calculated on the basis of the historical budget could be good assistance to predict the future. Report analysis also contributes toand point out the various areas, which need management attention in order to improve the situation. Since the analysis of the report covers all aspects of a financial analysis of companies I.E. liquidity, solvency, activity,
profitability and general performance, it allows interested persons to know the financial and operational characteristics of the company. 33|P to g and Visit www.mbahotspot.com for more information APLAB’s LIMITED EVALUATION TRANSPORTED COMPANY PROFILE ON THE COMPANY APLAB Limited is a professionally managed limited
company listed on the Bombay Stock Exchange. Since its founding in 1962, APLAB has served the global market with a wide range of electronic products that meet international safety and reliability standards such as UL, VDE, etc. They specialize in test and measurement equipment, power conversion and UPS systems, self-service terminals for the
banking industry and fuel dispensers for the petroleum industry. APLAB is recognized worldwide for the quality of its products, business integrity and innovative engineering skills. 34 |P to g and Visit www.mbahotspot.com for more information ABOUT APLAB: Aplab began its operations in October 1962. A"A{ is a public company professionally
managed for 40 years. It is listed on the BOMBAY STOCK BOCK BORK BORK. It specializes in test and measurement instruments, power conversion, and dispensers of UPS and fuel for the petroleum industry. It is recognized around the world for the quality of its business integrity and its innovative engineering skills. MISSION: To provide high
quality, carefully engineered products, on time, within budget, according to customer specifications in a way beneficial to both, our customers and so to us. VISION: To be a global player, recognized for quality and integrity. To be the TOP INDIAN COMPANY designed by our customers. It is to be “THE BEST” company to work for, as evaluated by our
employees. OBJECTIVE: A"AxAf Aim of Aplab is to extract ordinary customer service and meet the needs of our customers in the area of personal services. COMPANY MISSION A” 1] To achieve healthy and profitable growth of the company in the interest of our customers and shareholders. 2] Encourage teamwork, reward innovation and maintain
healthy interpersonal relationships within the organization. 35 |P to g and Visit www.mbahotspot.com for more 3] Expand knowledge and stay at the forefront of technology to serve the global market. 4] Understanding Customers 5] Creating intellectual capital by investing in embedded hardware and software development. VALUES & BELIEVE:
Their values and beliefs required that they treat employees with respect and provide them with the opportunity to contribute to the continuous improvement of their service objectives. A" ¢Af Offer opportunities for growth, professional development and recognition. A" ¢¢AY Provide the most effective and corrective actions, to solve problems related to
customer service, to ensure their satisfaction. Encourages interaction, discussion and ideas to improve the work environment and increase productivity. the first time and every timeTHE SUCCESS OF CENTURE OF 21ST a APLAB had planned to enter the 21st century with a program for fast and healthy growth in the global market based on
foundation of high-tech companyas and a four-decade reputation for fast customer service and as a reliable solution provider. After completing three years in the new era, we can proudly say that we have delivered on our promises to our customers and shareholders. 36 | P a g and Visit www.mbahotspot.com for more APLAB has entered the field of
Professional Services starting from Banking and Petroleum Industry. Concentrate on the development of integrated system software has also been improved. We believe that the professional services sector is capable of growing at a very rapid pace. QUALITY IS OUR WORK CULTURE - ISO 9001:2000 Quality at APLAB is part of our attitude as
peopleas. The entire organization is committed to creating an environment that encourages individual excellence and a personal commitment to quality. In APLAB, “Quality is everyone’s responsibility”, and everyone strives to “do it the first time.” It is therefore natural that APLAB Limited is certified for quality with the ISO 9001:2000 registration.
QUALITY POLICY: i Aplab will deliver its products and services that consistently meet or exceed their requirements. i Aplab will achieve this with total commitment and involvement of every individual. i Aplab will encourage its employees and suppliers to develop quality products to prevent defects and improve continuously. in all processes.
QUALITY OBJECTIVE: i Aplab is an ISO 9001:2000 certified company. i1 100% customer satisfaction. In the delivery time every time the reduction is out going PPM to 10,000 [4 sigma] 37 | P to g and Visit www.mbahotspot.com for more RESEARCH AND DEVELOPMENT The development of innovative products with the latest technology is the
fundamental strength of APLAB. The Ministry of Science and Technology of the Government of India accredits our R&D Laboratories. We have a great team of qualified and highly qualified engineers who excel in the latest cutting edge technologies. APLAB is recognized not only for the production of standard products, but also for the provision of
solutions and services according to customer specifications. We spend more than 4% of the company’s revenues in the activities of Research and Development. Specific areas where the company carries out R&D 1. Development of the new product, in particular the electronic transaction control system for hi-tech intelligent products. 2. Improvement
of existing products and production processes, substitution of imports. 3. Product development to meet export markets. 4. Customization of products to customeras specifications and adaptation of imported technology. The company has reached its leading position in the Indian instrumentation sector and continues to maintain it its strong hold on
technology. Almost all products manufactured by the company are import replacement products, which are fully developed in-house. Ha Ha In considerable foreign currency savings. With company, R & D is a current process. The Ministry of Science and Technology, of the Government of India, recognizes the Company - R & D. through continuous
interaction with the production and department of guaranteeing the quality takes redesign of existing products. This is done to reach the state of the art in our design and to improve the improvement to get the maximum performance / cost ratio. 38 |. P A G IA Visit www.mbahotspot.com For a more future action plan the R & D activity is concentrated
on the gradation of product design and re-alignment of production processes to improve quality at a lower cost. This will greatly help the company to deal with competition in local markets from foreign companies. Export Aplab currently exports over 25% of its production in Western Europe, Canada & USA. Over 30 million U.S. Dollars of electricity
dollars and test tools from Aplab are operating today in the United Kingdom, Germany, France, Sweden, Belgium, Canada and USA and Australia. 39 |. P A G IA Visit www.mbahotspot.com For more information Organization of Aplab Chart President Executive Chief Executive Officer Director Meaketing [Technical Director - PE] ReggioAl Head:
Mumbai Newdelhi Secundarabad Bangore Chennai General Manager G.M G.M. Material product. Marketing Manager & G.M. Eltrac Prod. G.M. Design & Design Devlopment Officers Staff 40 | P A G and visit www.mbahotspot.com for other Aplab products workers: a. Test and measurement tools b. High power AC systems (UPS, frequency converter,
inverter, insulation transformer) c. High power DC systems (DC power supply, interrupted DC power supply) d. ATM InstaCash E. Power supplies, converters, SMP, AC-DC inverter, power inverter, supply, stabilizer, DC / DC line air conditioner, ATM Insulation Transformer InstaCash The APLAB bank automation division was launched in 1993, when
we have Introduced InstaCashindia, first has indigenous indigenous ATM product demonstrated aplabA ¢ 4,—~ A¢ ability to design, hardware production and software additions. Our Group in Casa R & D is constantly striven to scan quickly evolving technology and offer final solutions for end and end. We are in self-service delivery systems, MICR
control processing and smart card-based solutions. The latest is the IMageEnabled control processing solution, QuickClear. 41 |. Visit Age www.mbahotspot.com For a limited budget Aplab to 31 March 2002 (RS. A; A;000) as at 31 March 2002 at 31st 2002 sources of funds shareholders Fund shareholders Share capital reserves and surplus 5.00.00
16.29.69 21.29.69 unsecured protected loans 12,13.48 3.67.99 15,81.47 1,67.99 15,81.47 1,06,85 38.18,01 Dissive fiscal liability (net) application Funds Fixed assets Gross block Less: Net Block Capital Expenditure Investment Investment Assests, Loans and Progress Inventories Debts Cash & Bank Banks Loans & Advances Loans and PROVISIONS
ACTIVITIES ACTIVITIESEXPENDITURE OF ESTABLISHMENTS Amounts of total reserve (loss) STATISTICAL ACTIVITIES general reserve surplus / (loss) brought to B / S proposed by dividing the dividend tax on the proposed dividend loss by share (Rupia) 59,62,22 15, 04 (59,27) 59,17,99 22,41.60 10.37,52 10.63,96 2,69,99 72,69 7,62,23 2.36,57
1,07,97 € 1,0357.91.50 1.26.49 63.19 (19.64) 82.94 1 82.95 26.50 4 50.00 6.41 82.95 1.66 45 | P A G IA VISIT www.mbahotspot.com for another balance sheet at 31 March 2004 (Rs. A;000) at 31.3.2004 at 31.3.2004 sources of funds Shareholders Shareholders Current reserves and surplus 5,00,00 17,42,59 22,42,59 LOANS 11,38,86 5,58,29 16,97.15
95,33 40,35,07 DIFFERENCE TOTAL APPLICATION OF THE FUNDS FONDI FISSO ASSI gross block Less: depreciation Net block of capital in progress INVESTMENTS CURRENT, LOANS Consumables Shopping of trading goods Payments & supply for employees Production costs Taxes Other expenses Interests and financing expenses Less
depreciation: transferred to revaluation PROFIT PRIMA (NET) Current tax Deferred tax liability / (Assets) PROFIT AFTER TAX Balance available for interest-taking: DEVELOPMENT OF THE EUROPEAN UNION Consumables Shopping of trading goods Payments to & supply for employees Production costs Taxes Other expenses Interests and financing
expenses Less depreciation: transferred to revaluation PROFIT PRIMA (NET) Current tax Deferred tax liability / (Assets) PROFIT AFTER TAX Balance proposed starting from the previous year Appropriation available for Appropriation General Reserve Surplus / (lost)A B/S proposed by dividing the basic gain by share (Rupee) 74,20,31 41,69 (38,45)
74,23,55 25,91,83 15.21,00 13.54,15 2,71, 41 75,41 8,44,78 2,15,82 1,26,68 84 1,25,84 70,00,24 4,23,31 1,50,84 (3,31) Formula: Current Activity Current report = Current year Current year Current assets Current assets Current assets Report 2001-2002 46,70,80 15,93, 662,93 2002-2003 51,08,39 21.62,32 2.36 2003-2004 53.98,08 21.28,19 2.53
2004 -2005 58,28,21 21.36,02 2.72 comments: in APPAB Company The current report is 2.72: 1 in 2004-2005. It means that for a rupee of current liabilities, current activities are available 2.72 rupees are available for them. In other words, current activities are 2.72 times current liabilities. Almost 4 years the current report is the same, but the
current report in 2004-2005 is a little higher, making the company sound more. The increase in the value of current assets will increase the company's ability to meet its obligations and therefore from the point of view of creditors, the Company is less risky. The circulating capital available with society is in increasing order. 2001-2002 - 30.77,14
2002-2003 - 29.46.07 2003-2004 - 32.69,89 2004-2005 - 36.92,19 The Company has a circulating capital sufficient to meet its urgency / obligations. A company has a high percentage of its current assets in the form of circulating capital, cash that would be more liquid in the sense of being able to meet obligations as and when they become due. From
this circulating capital, the company fulfils its daily financial obligations. 50 |. P A G IA VISITA www.mbahotspot.com For more information, the current report launches light on the company, the ability to pay its current liabilities from its current activities. The company APLAB - has an excellent position of liquidity of the company. 2] Liquid Report:
Formula: Quick Activity Liquid Report = Quick Liabilities Year Quick Activity Fast Liabilities 2001-2002 21,80,67 15,93,66 1,36 2002-2003 23,011 21,623 23,01,011 -2004 24,01,30 21,28,19 1.12 2004 -2005 29,11,31 21.36,02 1,31 Comments: the liquid or rapid ratio indicates the liquid financial position of an enterprise. Almost in all 4 years the liquid
ratio is the same, which is better for the company to meet the urgency. The liquid ratio of the APLAB company increased from 1,12 to 1,36 in 2004-2005. Daily solvency is more sound for society in 2004-2005 during the year 2003-2004. This indicates that dependence on short-term liabilities and creditors is lower and the company is following a
conservative labor capital policy. The company's liquid relationship is favorable because the Company's rapid assets are more than one of theQuick. The liquid report shows the company’s ability to meet its immediate obligations in a timely manner. 51 |. P A G E Visit www.mbahotspot.com for more 3] Owner Report: Formula: Owner Owner Owner
Owner Owner Fund = OR Total Fund Owner Fund Owner Report = Immobilizations + Current Passivities Year Fund Owner Total Owner Fund Owner Report 2001-2002 21,29,69 52,82,53 40/2003 21,55,19 57,38,17 37, 55 2003-2004 22,42,59 66,14,92 33,90 2004 -2005 24,14,91 66,70,05 36,20 Comments: The company's property relationship is
36.20% in the Year 2004-2005. It means that the for each rupee of the total capital contribution of 36 Paise came from the 66 Paise residual property fund. It is contributed by external creditors. This proves that the external contribution to the total active is higher than the property fund. This company's property relationship shows a decreasing trend
over the past 4 years. 52 | P Age Visit www.mbahotspot.com Find out more 4] Capital capital ratio Working Capital Ratio: Formula: Stock Stock Stock Photo Capital Ratio = Circulating Capital Year Stock Working Capital Circulating Report Capital Circulating 2001-2002 19.09, 77 30.77,14 62.06 2002-2003 19,02,79 29.46,07 64,58 2003-2004 21,46,20
32,69,89 65.63 2004 -2005 19,32,88 37,12, 19 52.06 Comments: This report shows that the extension of the blocked funds in stock. The quantity of stocks increases from 2001-2002 to 2003-2004. However, in 2004-2005 it fell to 52%. In 2004-2005 the sale is increased that affects the decrease in stocks which increased by the capital circulating in
2004-2005. 5] Capital Garing Ratio: Formula: Preference capital + Guaranteed loan Net capital relationship = Net capital & Reserve & Avancement year Guaranteed credit Net capital & Reserve & Surplus Capital Gearing Ratio 2001-2002 12,13,48 21,29,69 2002 -2003 10,27,56 21,55,19 2004-2004 11,38,86 22,42,59 2004 -2005 1,72,312 2,41,491
56.97 47.67 50.78 71 comments: 53 | P Age visit www.mbahotspot. COM For More Gearing means the process of increasing shareholders' performance through the use of debt. Capital Gearing Ratio is a financial leverage report, which indicates the share of debt and capital in financing the activity of a company. For the last 3 years [ie 2001-2002 to
2003-2004] Capital Gearing Ratio is all the same as the same as indicates, about 50% of the bottom covering the secured loan position. But in the year 2004-2005 Capital-Gearing Ratio is 71%. 6] Debt Equity Ratio: Formula: Total Long Term Debt Ratio = Total Equity Fund Year Long-term debt 2001-2002 15,81.47 Shareholders 21,29,69 Fund Debt
Equity Ratio 0.74 2002-2003 14,80, 70 2003 2004 16,97,15 2004 -2005 22,60,01 21,55,19 22,42,59 24,14,91 0.68 0.75 0.93 comments: The net index index is one Important financial analysis tool to evaluate the financial structure of the company. It expresses the relationship between external actions and internal actions. This relationship is very
important the viewpoint of creditors and owners. The net debt ratio rate increased ,74-,93 during the year 2001-2002 to 2004-2005. This shows that with the increase in debt, the fund of shareholders also increased. This demonstrates long-term capital structure. The lower ratio seen as favorable long-term creditors point of view. 54 |. P age Visit
www.mbahotspot.com for more than 7] RATIO Gross Profit: Formula: gross profit ratio = 100 net sales of gross profit ANNO Report Net sales Gross profit 2001-2002 24,54,48 43,45,46 56.48 2002-2003 37,65,90 51,02,37 73,80 2003-2004 45,57,45 68,76,89 66,27 2004 -2005 42,37,52 68,09,78 62,22 Gross profit report 80 Gross profit is the profit
made on the sale of goods. It is profit on turnover. In 2001-2002, gross profit ratio is 56.48%. It increased to 73.80% in 2002-2003 due to increased sales, without corresponding increase in the costs of the goods sold. However, the ratio between gross profit fell to 66.27% during the year 2003-2004. It further fell to 62.22% in 2004-2005, due to high
purchase costs and general expenses. Although the gross profit ratio declined during the year 2002-2003 to 2004-2005. Revenues and gross margins are steadily increasing from 2001-2002 to 2004-2005. 8] FUNCTION REPORT: Formula: Net sales of the year 2001-2002 18,90,98 + 2,21,37 + 5,76,71 43,45,4.4 61.88% 2002-2003 21,96,32 + 2,69,98 +
7,62,23 51,02,37 63,27% 2003-2004 28,335102 + 3,07 The shows operating the relationship between the costs of the activities and turnover. operating ratio for a period of 4 years than indicating the change in the operating efficiency of the company. The operating relationship of the company has decreased in all four years. This is due to an increase
in the cost of the sale, which in 2001-2002 was 61.88%, in 2002-2003 was 63.27%, in 2003-2004 it was 59% and in 2004-2005 it was 54.16%. if the cost increased in 2002-2003 compared to 2001-2002 is 56 | P a g Visit www.mbahotspot.com for more constant reduction in the next two years, indicates trend to the decrease of costs, but upwards /
positive impulse to operating performance. 9] EXPENSE: it is the ratio of each item of expenditure or each group of revenue expenditure is known as a ratio's expense. The cost ratio enhances the relationship between the various operating cost elements and turnover. expense ratio analyses each item of expenditure or group of expenditure and
expresses them as a percentage of net sales. A] PRODUCTION Expenditure: Expenditure Productionproduction Expense Ratio = * 100 net sales YEAR production Net sales: FormulaRatio for expenses 2001-2002 2,21,37 2002-2004 2.07.98 2003-2004 3.07,51 2004-2004 3,07,51 2004-2005 2,71.41 43.45.46 5% 51.02,37 5,29 % 68, 76,89 4.47%
68,09,78 3.98% Comments: Production spending is shown the downward trend. During the year 2001, 2002-2002-2003, 2002-2003, production spending has increased because there is an increase in accusations such as work, rent, power and electricity, repair to plants and machinery And the expenses of various works. Production costs during the
year 2001-2002 to 2004-2005 decreased by 5% to & €
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