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COMMON SIZE STATEMENTS

® Statements in which items are converted into percentages
taking some common base.

m |t is used for vertical analysis, in which each line item in a
financial statement is represented as a percentage of a base
figure within the statement.



OBJECTIVES

® To present the changes in the various items in relation to net
sales ,total sales, total liabilities

® To establish a relationship between various items of the
financial statements

® To provide a common base for comparison



* A statement in which assets is shown as a %of total
assets and each liability is shown as a % of total
liabilities and capital

Common size income statements

* it is an income statement in which each line item is
expressed as a percentage of the value of revenue or
sales.



STEPS

m Total assets are to be taken as 100.similarly total liabilities and
capital also as 100

m Fach item on the asset side is divided by total assets and
divided by 100 .

® Vise versa in liability side






CALCULATIONS

= Assets = 800000/24000000*100=33.3%
= Liabilities = 200000/2400000*100=8.3%



INTERPRETATION

® We can interpret the changes only if there is data of more than
one year is provided






COMMON SIZE INCOME STATEMENTS

= Textual question interpretation

= Cost of good sold has decreased from 75% to 62.5% in the year 2019 .this may
be due to decrease in the price of materials, wastage and idle time etc. therefore
the rate of gross profit has increased from 25% to 37.5 %

= Administrative and selling expenses Is showing an increasing trend.

= The combined effect of gross profit and operating expenses has caused for an
Increasing trend of operating profit from 15to 22.5% in the year 2019

= There Is a slight decrease in the percentage of income tax

= As the final conclusion ,it may be said that company's operation and
performance is improved in the year 2019 comparing to 2018.



