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DAF 4O'13 Financial Beporting and Statement Analysis

IAll0uestions

togrammable Calculators are permitted-

Desc be the different types of business analysis

Time Allowed: 03

ld€nlfy the category of users

types of business analYsis

(04

of financial statements that applies to

(04

ldentify and discuss four major activities of a business enterprise

(04

Expain how financial statements reflect the business activities of a comp'

(04

B efly describe the four specialized financial analysis tools

(04

, (Total 20

year'end balance sheets oI GSK Plc are as follows:

or ol

117)

Hours

Marks)

iifferent

Marks)

Marks)

Lny.

Marks)

Marks)

Marksl

2016 2015 2014

Rs. Rs. Rs.

0l'^1,h.][,1a.hina^/ 277 ,500 255,000 229,500

iiffi;ffi 111,500 82,500 53,000

88,500 62,500 49,200

9,700 9,375 4,000

30,800 35,625 86,800

518,000 44s,000 372,500
Tolsl Assets

162,500 162,500 162,500i;,ri"an, ch./6 .,nital lRs 1O each)
129,100 104,750 78,250

97,500 102,500 82,500

128,900 75,250 49,250

518,000 445,000 372,500
Tolal li6bilities and equity



G

th

SK Plc's Income Statements lor the years ended December 31.2016 and 20ji

e Jollowing:

2016 2015

Rs. Rs. Rs. R!,

Sales 672,504 530,(

Cost ol goods sold 410,225 344,500

Other operating expenses 208,550 133,980

lnterest expenses 1 1 ,100 12,300

lncome taxes 8,525 7,845

Total costs and expenses (638,400) (498,6u

Net lncome 34,100 3r,3t

tarnings per share 2.10 13

equired:

) Compare the yeaFend short-term liquidity position of GSK plc at the end 0l0j

2015, and 2014 by computing ther (i) current ratio and (ii) acid{est raiio. Cornn

on the ratio results.

) For the years ended December 31, 2016 and 201S, assume all sales are 0ncr

and then compute the fottowing: (i) days' sates in receivjble, (ii) accounts recetli

turnover, (c) inventory turnover, and (iv) days,sales in inventory. Commenl0t

changes in the ratios from 2015 to 2016.

) Compare the long{erm risk and capital structure positions ol the company at the

of 2016 afld 2015 by computing the foltowing ratios: (i) total dqbt to equity ratjo

(ii) times interest earned.

Re

(a)

(b

(c

qbt

(d) Evaluate the efiiciency and profitability of the company by computing the to l0\1ir

(i) net profit margin, (ii) total asset turnover, and (iii) return on total assets.

('10 Ma



the maior disclosure requirements lor long-term liabiljties.

(04 Marks)
implications of lease accounling for the analysis of financial

types of equity securities that are similar to debt.

(04 Marks)

(04 Marks)

balance sheet and

(04 Marks)

h between different kinds ot differed credits on the
how to analyze these accounts.

key estimates in accounting lor pension and other postretirement

and how these estimates affect net income and total liabilities.

(04 Marks)

(Total 20 Marks)

oescribe the impact of the operating cycle concept for classification of current
assets in the following industries: (i) tobacco (ii) liquor, and (iii) retailing

(04 Marks)

Describe information, other than that usually available jn financial statements,
that analyst should collect to assess the risk ol noncollectibiljty of receivables.

(04 Marks)

FDV Plc purchases its merchandise at current market costs and resells the
product at a price 20 percent higher. Its inventory costs are constant throughout

the current year 2016. Data on the.number of units in inventory at the beginning

ollhe year, unit purchases, and unit sales are shown below:

eth

.s.

Unit Price (Rs.) Units

lnventory at the beginning ol the year 2016 1000 1000

Purchased during the year 2016 1500 1000

Sales during the year 2016 1800 1000

4



( ) Comparative statements ol Financial Positions of LHN plc for years

December 2010 - 2016 are reproduced below (Rs 000):

Assets 2016 2015 2014 2013 20't2 2011

Plant and equipment 2,120 2,114 1 ,a52 1,044 1,078 960

Long{erm investmenl 0 0 0 136 '136 136

lnventory

Accounts recelvaole

1,738 1,2M 1 ,104 932 836 710

480 504 456 350 308 2W

C)ther current assets 46 42 44 3B 38

Cash 68 BB 92 94 98 96

Total assels 4,452 4,012 3,528 2,600 2,494 2,232

Liabilities and Equity

O.dinary share caPital 1,000 1,000 1,000 840 840 640

Preference share capital 250 250 250 180 180 160

Belained earnings 888 780 648 596 548 4S

Long-term liabilities 1,194 1,040 1,012 470 480 5n

Current liabilities 1,120 942 618 514 446 422

Total liabilities and equity 4,452 4,O12 3,528 2,600 2,494 2,232

uired;

Compute trend percents for the individual items

position using 20'10 as the base year

of the statements

Prepare common-size stalements showing the percent of each item

or total liabilities and equily for the years 2O-10 - 2016'

Analyze ind comment on financial positions using figures in (a)Uand ib)abo

(10

(Toral20

Req

(a)

(b)

(c)



of the ydar 20'16 balance sheet for FDV Plc reports the following:

Rs.

lnventory 1000,000

Other assets 1500,000

Total equity 1200,000

Other liabilities 1300,000

the after tax net income for the year 2016 using each of the following

accounting methods Assume an operating cost of Fs 120'000 and

taxes which are accrued currently and paid in the lollowing year'

ln First Out (FIFO)

ln First Out (LIFO)

)s, pulchases, and operating cost are lor cash' construct the balance

the end of the year 2016 separately for both the (i) FIFO and (ii) LlFo

of inventory valuation
(12 Marks)

(Total 20 Marks)

ish betriveen the permanent and lransitory components of income Cite an

ple of each and discuss how each component affects analysis

(04 Marks)

g practice distinguishes among'\difierent types of accounting changes

lhree differenltypes of accounting changes
(04 larks)

conditions are necessary for an item to qualify as a prior period adjustment?

(04Marks)



(tv) FRH Plc repo;ted net

following is additional

reports;

income totaling Rs.1OO0.OOO for

(a) The company purchased 1O0,0OO shares of I\IRH ptc for Rs.10
during the fourth quarter of 2016. The investment js accounhd
"availabte for sale,,. The vatue of the shares is Rs.g at the end ol

(b) The company purchased 1O,OOO shares of SJF plc for Rs.20
during the fourth quarter of 20.16. The investment is account€d
"Trading" securities. The value of the shares is Rs.22 at the end ot

(c) The company began operations jn the Baltic region of
year and reports a foreign currency translation gain of
end of 2016.

(d) The actual return on assets in its pensjon fund is
expected return was Rs.1.1O,OOO.

information obtained from the company\

Europe

Rs.50,000

Rs.150,000,

(e) The company has

employee pension

additional minimum

substantial prior service cost assocjated
plan. As a result, the company had to
pension liabitity of Rs.Rs25,OO0 during the year

(f) The company reported unrealized holding losses of Rs.12
derivatives instruments.

Required:

(a) Compute the Comprehensive lncome lor lhe year 20 16 fd; FFH plc.
(b) For rach item in comprehensive income, discuss balance sheet a

(08

alfected by the item.

(Torat20


