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S
GUEST LECTURE
on
Financial Statement Analysis using Du-pont and Altman Z Score Model
Date: 17" Jan 2020 Venue: Seminar Hall ]
Time: 9.00 am to 1.00 pm Sem/Year/Group: I Semester
No. of Participant: 120 Event Coordinator:

Prof. Pavithra
Prof. Dileep
Prof. Priya Jain

Objectives
* Introduction to Financial Statement Analysis
* Analysis of financial statement using Du-Pont Model

* Introduction to Altman Z Score model of financial statement analysis

Agenda/Flow of the Event
- Session 1: Preparation of financial statement
- Session 2: Analysis of financial statement using Du-Pont model

- Session 3; Analysis of financial statement using Altman Z Score

Brief Profile of the Resources Person: Dr. V Rajesh Kumar

Dr. V. Rajesh Kumar is an M.Com Graduate from Bangalore University. He has got his Doctorate in the
area of “Strategy”. While Accounting and Taxation are his areas of expertise, Finance is his area of
passion. He has 26 years of experience in teaching at graduate, post-graduate and professional levels
and has served various Institutions in different capacities Mount Carmel Institute of Management,
Bangalore University — Department of Commerce and Alliance Business Academy, to name a few. He
is a faculty for Strategic Financial Management and Tax Laws at the Bangalore Branch of the Institute
of Chartered Accountants of India. He has authored a book on Financial Management for the
requirement of Professional Courses, and co-authored text-books on ‘Accounting, Finance and

Taxation” for the requirements of various universities. He has presented papers at various national and
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international conferences and published articles in reputed Journals. His paper on “Capital Asset Prici
Model” was selected for an International Conference at Harvard University, Cambridge, United Sta
of America, during May-June 2011. Dr. Rajesh also has a rich experience in research, consultancy ¢
training — both at the academic level and corporate level. He has conducted Studept Developm:
Programs and Faculty Development Programs in various educational institutions; and has conduc
training programs for executives and managers of various companies like Wipro, Godrej, FC
Honeywell, KPCL, Foures Engineers, Triveni Engineering, Tyco Electronics etc., in the area
accounting, finance and taxation’. He is associated as resource person for the "Finance [for Non-finai
Executives’ Program of the Bangalore Chapter of the Institute of Chartered Accountants of India.

He is the Founder of ‘Vittam Pravina Gurushala (Finance Expert Academy)’ — an academy engagec
spreading the knowledge of finance to students, faculty, corporate and all others interested in the aree
finance.

Presently, he is working as a Finance and Academic Consultant and visits different Manpgement

Institutions for teaching Finance courses, in and outside India.

QOutcome Achieved/ Attained:

» [nitially discussed about the formation of financial statement and Income Statement

Income Statement for the year ending ~-—----— -

Bs. R,
Revenues XXXX TOi’ line
Less : Cost of Goods Sold XXXX
Gross Profits KXXX Thesk items
Less : Cash Operating Expenses XXXX are the Facts
EBITDA XXXX
Less : Depreciation and Amortization XXXX
' EBIT XXXX
Less : Interest on Borrowings : XXXX Thash itams
Add./ Less: Non - Operating Incomes or gains or expenses or losses XXXX are ;OliC)‘
EBT XXXX
Less : Taxes ' XXXX
Earnings After Tax or Profits After Tax or Net Profits XXXX Bottm Line

s Detailed discussion on the various components of financial statement
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The following is the format in which companies are required to prepare Balance Sheet

LIABILITIES Rs. Rs.
Capital
Opening Capital XXXX
Add: Additions during the year XXXX
XXXX
Add: Net profits for the year XXXX
XXXX
Less: Losses forthe year XXXX
XXXX
Less: Drawings during the year XXXX
XXXX
Loans borrowed XXX X
Current Liabilities and Provisions XX XX
XXXX
ASSETS Rs. ‘Rs.
Fixed Assets XXXX
Investments XXXX
Current Assets, Loans and Advances XXXX
| XXXX

Application of Du-Pont model for the analysis of financial statements and the interpretation of t

results,
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1. Fallowing are the details of the two firms A and B:

Firm A Firm B
Total Assets Rs. 8,00,000 Rs. 10/00,000
Net Profits after Tax 12% 12%
Sales Rs. 8,00,000 Rs. 1,00,00,000
Equity Capital Rs. 4,00,000 Rs. 6,25,000
Rate of interest 9% 8%
Operating expenses Rs. 6,44 924 Rs. 98,16,155
Tax rate 30% - 30%

Calculate ROE and carry out Du Pont Analysis.

* Application of Altman Z Score for the analysis of financial statements and the interpretation of

results,

. Z-scoreestimated for private firms

Xy = (current assets — current liabilities) / total assets
X, = retained eamings / total assets

Xy = eamings before interest and taxes / total assets
X: = book value of equity / total liabilities

X; = sales / total assets

e

Z' Score hankruptcy model:
Z'=0.717X, + 0.847X: + 3.107X, + 0.420X, + 0.998X;
Zones of discrimination:

Z' > 2.9 -"Safe” Zone
123 < 7' <29 -"Grey” Zone
7' <123 - “Distress” Zone

—__Z-score estimated for non-manufacturers & emerging markets
X, = (current assets — current liabilities) / total assets
X, = retained earnings / total assets
X, = eamings before interest and taxes / total assets
X. = book value of equity / total liabilities

» At the end they Q & A session happened and students cleared their queries with 1

resource person.

List of Participant:
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Resource Person Dr. Rajesh Kumar addressing the students
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Resource person with the coordinators and participants

Feedback from participants:-

The program was excellent and the resource person was very good and well versed in his knowledgs
regarding the Du-Pont and Altman Z score model. It was a great program and resoruce person ha:
delivered in a very simple manner and we all have understood clearly both the model. We hope to havt
more sessions by Dr. V Rajesh Kumar. We thank RV Institute of Management for giving us the
opportunity to hear from such a dignify person.

Feedback / Coordinators Comment: The program is well received by students. They gained th
knowledge about the financial statement analysis using Du-Pont model and Altman Z Score model an
how to interpret the results from these models. Resource person Dr. V Rajesh Kumar got excellen

feedback from the students. Overall it was a useful session for the students.

Event Coordinators
Prof. Pavithra S T L

=\
Prof. Dileep %ﬂk

. Director
Prof. Priya
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