
Tools of Financial Statements Analysis 

1 Mark Questions 

1. Which item is assumed to be 100 while preparing common size statement of 
profit 
and loss? (Compartment 2014) 

Ans. Revenue from operations are assumed to be 100 while preparing common size 
statement of profit and loss. 

2.Name any two tools of analysis of financial statements. (Compartment 2014) 

Ans. Two tools of analysis of financial statements are: 
(i) Ratio analysis                 (ii) Cash flow statement 

3.What is meant by a common size statements? (Delhi 2011) 
Ans. The statement wherein figures reported are converted into percentage to some 
common base are known are common size statements. Each percentage shows the 

relation of the individual item to its respective total. In common size income statement, 
net sales figure is assumed to be 100 and all other figures of expenses are expressed 
as a percentage of sales. In common size balance sheet, the total of assets or liabilities 

is assumed to be 100 and figures are expressed as a percentage of the total.  

3 Marks Questions 

4. From the following information, prepare a comparative statement of profit and 
loss for the year 2009-2010 

 
Other Information 
(i)Income tax is calculated @ 50%. 
(ii)Manufacturing expenses are 50% of the total of that category. (All India 2011; 

Modified) 
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Ans. 

 

5.From the following information, prepare a comparative statement of profit and 
loss for the years 2009 and 2010 

 
Other Information 
(i) Income tax is calculated @ 50%. 

(ii) Manufacturing expenses are 50% of the total of that category. (Delhi 2011 C; 
Modified) 
 

Ans. 
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6. What are common size statements? State any two uses of common size 
statements.(All India 2008) 
Ans. Common size statement The statement wherein figures reported are converted 

into percentage to some common base are known are common size statements. Each 
percentage shows the relation of the individual item to its respective total. In common 
size income statement, net sales figure is assumed to be 100 and all other figures of 

expenses are expressed as a percentage of sales. In common size balance sheet, the 
total of assets or liabilities is assumed to be 100 and figures are expressed as a 
percentage of the total. 

Uses of common size statements are as follows: 
(i) It helps in comparing the relative values of various items of income statement and 
position statement over two or more accounting periods. Thus, financial managers 

prepare common size statements for business reporting and decision-making purposes. 
(ii) Common size statements prepared by the firm over the years would highlight the 
relative change in each group of income, expenses, assets and liabilities. 
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4 Marks Questions 

7.From the following statement of profit and loss of Fenox Ltd for the year ended 
31st March, 2013, prepare a comparative statement of profit and loss 

 
 
Ans. 

 

8. On the basis of the following information extracted from the statement of profit 
and loss for the year ended 31st March, 2012 and 2013, prepare a comparative 

statement of profit and loss: 
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Ans. 

 

9.From the following statement of profit and loss of Suntrack Ltd, for the years 

ended 31st March, 2011 and 2012, prepare a ‘comparative statement of profit and 
loss’. 

 
Ans. 

 

10. From the following statement of profit and loss of Moon track Ltd., for the 
years ended 31st March, 2011 and 2012, prepare a ‘comparative statement of 

profit and loss. 
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Ans. 

 

11. From the following income statement, prepare a common size statement of 
profit and loss Jayant Ltd for the year ended 31st March, 2011 
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Ans. 

 

12.Followings is the statement of profit and loss of Raj Ltd for the year ended 

31st March, 2011 

 
 
Prepare a common size statement of profit and loss of Raj Ltd for the year ended 

31st March, 2011.(Delhi 2012; Modified) 
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Ans. 

 

13.Prepare a comparative statement of profit and loss from the following 

information’s 

 
Ans. 
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NOTE Wages paid are a part of direct expenses and they are already included in cost of 
goods sold. 

14. Prepare a comparative statement of profit and loss from the following 
information  

 
Ans. 
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NOTE Carriage inwards are a part of direct expenses and they are already included in 
cost of goods sold. 

15. From the following information given below, prepare a comparative statement 
of profit and loss 

 
Ans. 
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NOTE Purchase is a part of cost of goods sold and thus not shown separately 

 

16. From the following information given below, prepare a comparative income 
statement of profit and loss 
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Ans. 

 

17.Prepare a comparative statement of profit and loss from the following 

 
Ans. 
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NOTE Purchase is a part of cost of goods sold and thus not shown separately. 

18. Prepare a comparative statement of profit and loss from the following 

 
Ans. 
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NOTE Purchase is a part of cost of goods sold and thus not shown separately. 

19. From the following information provided, prepare a comparative statement for 
the period 2008 and 2009 

 
 

Ans. 
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20. From the following information provided, prepare a comparative statement of 
profit and loss for the period 2008 and 2009. 

 
 
Ans. 

 

21. Prepare a comparative statement of profit and loss from the following 
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Ans. 

 

22. From the following information, prepare a comparative statement of profit and 
loss Vimal Ltd. 

 
Ans. 
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23. From the following information, prepare a comparative statement of profit and 
loss Victor Ltd. 
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Ans. 
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