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NMPOAOIOZ

H ékdoon Tou BiBAiou TNG AoyioTIKNG " AuKeiou aTTOTEAET TN OUVEXEIQ KOl TV
oAokAApwon Twv BIBAiwv TNG AoyioTikng A’ kai B Aukeiou. Eival Baciopévo
ota Aigbvn MpoTutra Xpnuartoolkovopikng Avagopdg r MNAnpoedépnong (IFRS).
‘Eyive 101aitepn TrpooTrdBela yia TNV aTTAOTTOINON TNG YAWOOAG Kal Twv
OIOTUTTWOEWY, XWPIG auTd va ouvettayetal atmrAouoTeuoels.  H AoyioTiKA
emMoTAPN OI0AOKETAI PE TETOIO CUOTAPATIKG TPOTTO, WOTE O MABNTAG N N
MaBNTpIa va €xel pia 0co TO duvaTd TTIo OAOKANPwWHEVN €IKOVA yia Tov pOAO
TTOU KaAciTal va eTTITeEAECEI N AOYIOTIKE o€ €vav ouyxpovo Opyavioud.

O pbéAog TG NAOYIOTIKI G OTO OUYXPOVO OIKOVOUIKO TTEPIBAAAOV TTOTE dev ATAV
1600 ONUavtikeG. Twpa wg PadNTEG Kal TTOAU CUVTOMA WG ETTEVOUTEG Kal
ETIXEIPNUATIEG BOa KAAEIOTE va TTAPETE XPNMOTOOIKOVOUIKEG ATTOQPACEIC TTOU
TTPOUTTOBETOUV OTOIXEIWDEIG YVWOEIS KAl IKAVOTNTES AVAAUCNG TWV OIKOVOUIKWY
KATOOTACEWV.

To BiIBAI0 auTd ekTipoUpPE OTI Ba TTai¢El KABOPIOTIKO POAO OTNV AVATITUEN TWV
AOYIOTIKWV YVWOEWV, BECIOTATWYV KAl IKAVOTATWY, TNG KPITIKAG OKEWYNGS KAl TWV
OWOTWV OTACEWV, AvayKaiwv yia Tnv 000 TO duvato okpIBf eKTipnon Tng
TTopeEiag kal TNG PiwoiudtnNTag €vOg OIKOVOMPIKOU opyaviopou. ETtriong, T0
OIEUPUNEVO YVWOTIKO TOU QVTIKEIUEVO AVTATTOKPIVETAI O€ HEYAAUTEPO BABUO OTIG
avAYKEG ayopdg epyaciag, aAAd kal avoiyel Tov dpOuo yia TNV aTTOKTNON
eTTayyeAUATIKOU TiTAOU oTOV TOopéa TNG AoyIoTIKAG ETNoTAUNG.

Tnv O6An TmpoomrdBeia oThpicav e€ioou pe Bépun o1 Kuplol Oducofag
Xpiotodouhou (MBA, FCCA, FCIB, CMA) kai oI ouvepydTeg TOU Kal O
TTavemoTnuIakog Ap Mérpog Aong (MSc, CMA, IMarEST, PhD) Toug otroioug
EUXOPIOTOUE YIa TNV aVIOIOTEAN) OUVEPYQATIA KAl TTPOCPOPA TOUG.

IDlaiTepeg euxapioTieg atmmeuBuvw oTn ouvadeA@o kupia Aéottw [latraétn-
"ewpyiou TTOU aTTETEAECE TO BACIKO PHEAOG TNG CUYYPAQPIKNG OuAdag Kal oThV
EmBewpnon Twv OIKOVOUIKWY NaBNUATWY TTOU €iXE TNV €TTOTTITEIO TOU BIBAioU.

Ap Kutrpiavog A. Aoung
AieuBuvTnc Méong Ektraideuong
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INTRODUCTION

EIZAN'QI'H - INTRODUCTION

META TH MEAETH AYTOY TOY KE®AAAIOY OA lPETIEI NA EIZTE 2E OEZH:

e Na avriAaufdveore tn onuacia tng AoyIOTIKAS Kal Tnv &vvoia TOU AOyIOTIKOU
KUKAou

o Na avagépere Toug xprioreg twv Oikovouikwv Karaotaoswv

H ékdoon tou BiBAiou Tng AoyioTiknG I Aukeiou atroteAei Tn ouvéxela Tou BiIBAiou TnNG
NoyioTikAg A" kal B Aukeiou kai gival Baciopévo, 0TTwg Kal Ta TTponyouueva, ota Aigbvi
Mpdétutra Xpnuatooikovouikng Avagopdg ) MAnpoeopnong (IFRS).
210 AoyioTikl A" kai B” Aukeiou €xoupe d1dax0ei To AoyioTikKd KUKAO TTou
oupTtrepIAaUBAvEl Ta TTIO KATW:
o Eyypaery cuvaAAaywv
Katayxwpnon oTo Mevikd KaBoAikod
looCuyio
Evypagég TpocapuoynG 01O NUEPOADYIO
Eyypagéc MNMpooapuoyng oto MNevikév KaboAiko
Mpooapuoopuévo looCuyio /(Adjusted Trial Balance)
KAgioiyo Aoyaplaouwyv
Etoipacia Oikovopikwyv Karaotdoewv



INTRODUCTION

To oxedidypapua A TTou akoAouBei atToTeAE Jia oUvTON TTEPIANYN TNG KOTAYPOPNG TWV
ouvaAAaywv ota BonBnTikd BiBAia cup@wva pe Toug Kavoveg dITTAoypagiag.

ZXEAIATPAMMA A

All'd X



INTRODUCTION

O1rwg éxoupe d1daxOei, Tuxdv AdBn 1Tou yivovtal oTnv d1adIKacia TG KATAYPAPAS TWV
ouvaAAaywyv evtoTTi(ovTal ouvhBwg KATa TNV TTPOoEToINagia Tou Icoluyiou. AkoAoUBwg

YIVETQI N TTPOETOINOCIA TWV OIKOVOUIKWY KOTACTACEWV OTTWG PAIVETAI OTO ZXEOIAYPAUNO
B.

2XEAIATPAMMA B

Preparing financial statements

Post ledger accounts from
books of original entry

.

Calculate balances

|

List balances on
trial balance
Debit Credit
Open P & L a/c and
Expenses Income Calculate net profit/loss, then insert
—r balances in
_>
Assets Capital
Liabilities Statement of Profit or Loss

\ 4

Statement of Financial Position




INTRODUCTION

O1 xpioteg Twv OIkovopikwy Kataotdoewyv (Stakeholders )

O1 OIKOVOUIKEG BPaaTNPIOTNTEG TNG ETTIXEIPNONG DEV €XOUV ETTITITWOEIG HOVO TTAVW OTNV
ETTIXEIPNON Kal TOUG TTEAATEG TNG, AAAG €XOUV ETTIONG AVTIKTUTTO KOl O€ OIAQOPEG AAANEG
ouadeg evdlapepopévwy (stakeholders) TTou Gueoa ) éupeca eTNPEAZoOVTal ATTO QUTEG.

AUTEG Ol OADEG JEAETOUV TIG OIKOVOMIKEG KATAOTACEIG KAl EVOIAQEPOVTAI YIA DIOPOPETIKEG

TITUXEG TNG ETTIXEIPNONG:

Erevéutécg/18loKktnTeg
(Investors/owners)
AlevBuvon MeAdreg
(Management) (Customers)
XBI’]OTEC Aavelodoteg
(Users) (Banks)
YraAAnAot ;
(Employees) . Flpoune.z-:ureq
KuBepvnon (Suppliers)
(Government)
Aig0Buvon (Management) — Evdiagépetal yia tnv afloAdéynon (evaluation) Ttwv

aTTOTEAEOPATWY Kal TN HEAAOVTIKN avdaTrTugn Tng emmixeipnong (Long Term Planning).

EtrevduTtég- 1810kTATEG (INnVvestors/Owners) — Evdia@épovTal yia Tnv Kepdopopia Tng
emxeipnong kai Tnv amodoon (return) amd Tnv €mEVOUCH Toug, OTTWG ETTIONG KAl TNV
OIKOVOUIKI aTaBEPOTNTA TNG ETTIXEIPNONG.

MeAareg (Customers) — EvOiag@épovTal yia Tn ouvEXIOn TNG OIKOVOUIKNG dpaaTtnpidTnTag
TNG ETTIXEIPNONG, WOTE AUTH VO PTTOPEI VO AVTOTTOKPIOE OTIG JEAAOVTIKEG ATTAITACEIG TWV
TTEAQTWV TNG.

Aavel0d6Teg [Tpdtredeg (Lenders/Banks) — EvdiagépovTal katd Téoov n emixeipnon Ba
gival og B€on va atromrAnpwoel Tdéoo Ta dAveEIo, GO0 Kal TOUG TOKOUG TOUG.

MoTtwTtég /MpounBeutég (Trade payables/suppliers) — Evdiagépovtal katd 1100V, N
ETTIXEIPNON €ival OIKOVOUIKA UYING Kal o€ Béon va TTANPWOEl yIa TIG ayopES TG, TIPIV
ATTOQACIOOUV Va TNV TTPOUNBEUCOUV PE EPTTOPEUPATA ] VA TNG TTAPEXOUV UTTNPETIEG.

Kupépvnon (Government) — INAnpo@opieg yia oKoTToug QOopoAdynong Kai OTATIOTIKAG
avaAuong.

YtmraAAnAoir (Employees) — EvdiagpépovTtal yia Tn OuvEXION TNG OIKOVOMIKAG dpacTnpioTnTag
TNG ETTIXEIPNONG KAl TNV ao0QAAEIa py0dOTNONAG TOUG, KABWG ETTIONG KAl VIO TUXOV HEAAOVTIKEG
MIOBOAOYIKEG QUENTEIG.



INTRODUCTION

1 AZKHZEI2 KE®AAAIOY
REVIEW QUESTIONS

QUESTIONS

1.

Na dwoete £va Adyo TTou va egnyei yiati KaBe éva atrd Ta akoAouba evdlapepPOuEVa
MEPN, UTTOPEI va EVOIAQEPETAI YIA TIG OIKOVOUIKEG KATAOTAOEIG MIAG ETTIXEIPNONG
(State one reason why each of the following stakeholders may be interested in the
financial statements of a business.)

a) AieuBbuvon (Management)
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2. Na ouuTTANPWOETE TOV TTI0 KATW TTIVOKA KAl VA TTPOCOIOPICETE T EVOINPEPOUEVA
MEPN Kal To evBla@épov Toug yia TIG OIKovouIKEG KaTtaoTAOEIS PIag ETTIXEIPNONG
(Complete the following table to identify the stakeholders and their interest in the
financial statements of a business).

Evdia@epoueva
MépN Evlila@épov otnv emixeipnon (Interest)
(Stakeholders)

EtrevouTég /IB10KTATES
(Investors/Owners)

KuBépvnon
(Government)

Tpateleg/AavelodoTEG
(Lenders/Banks)

Aigubuvon
(Management)

10



INTRODUCTION

3. Monos is a trader and his trial balance at 31 May 2019 was as follows:

€ €

Buildings at cost 180.000
Accumulated Depreciation of Buildings 45.000
Plant and Machinery at cost 97.000
Accumulated Depreciation of Plant and Machinery 53.000
Motor Vehicles at cost 41.000
Accumulated Depreciation of Motor Vehicles 27.000
Trade receivables 34.600
Allowance for receivables 1.200
Trade Payables 5.720
Bank 11.374
Sales 700.000
Sales Returns 6.670
Purchases 410.890
Purchases Returns 3.112
Wages 137.652
Rent Payable 10.000
Rent Income 1.020
Heating and Lighting 4.720
Telephone and Postage 3.217
Stationery 6.195
Repairs to Machinery 17.600
Discounts Allowed 3.220
Discounts Received 2.942
Carriage inwards 4.240
Carriage outwards 1.819
Inventory -1 June 2018 40.000
Drawings 28.797
Capital 200.000

1.038.994 1.038.994

11
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Further information
(i) Inventory at 31 May 2019 cost €58.000
(i) Depreciation is to be calculated as follows: Buildings at 4% straight line; plant and

machinery at 15% straight line; motor vehicles at 30% on the reducing balance
method.

(iii) Included in trade receivables is a debt of €1.800 which is considered to be
irrecoverable; the allowance for irrecoverable debts is to be 5% of trade
receivables.

(iv) €400 was owing for heating and lighting, and €220 for stationery. The inventory
of unused stationery at 31 May 2019 had cost €450.

(v) Rent paid in advance was €2.000; rent income was owing in the sum of €280.

(vi) Monos had taken goods for his own use. The goods had cost €2.400. No entries
for this had been made in the books

REQUIRED:

(a) Prepare Monos’s Statement of Profit or Loss for the year ended 31 May 2019
(b) Prepare the Statement of Financial Position at 31 May 2019.

12



NON-CURRENT ASSETS AND DEPRECIATION

Ztolxeia pn kukAogoplakou Evepyntikov
1 Ko n anoofBeon touc /Non-current assets
and depreciation

META TH MEAETH AYTOY TOY KE®AAAIOY OA TPETIEI NA EIZTE 2E OEZH:

e Na avriAauBaveore kai va €nyeite Tnv évvola TnS arrooBeons Kai tnv avaykn
urroAoyiouou tng

e Na umoAoyilere Tnv erijoia amooBeon ue 1n 2rabspn kai 1n PBivouoa
Mé6odo

e Na KAvere 1IC avdaAoyeg AOYIOTIKES EYYPAPEC yIA TIC TTIO TTAVW UEBOSOUS

e Na kdvere 1IC avampooapuoyES Kal TIC AOYIOTIKES EYYPAPES OTN TTEPITITWON
TWANONG EVOC OTOIXEIOU [N KUKAOQOPIAKOU EVEPYNTIKOU

1.1 Zroixeia pn KukAo@oplakoU evepynTtikoU (Non- Current
assets) ka1 amréoBeon (Depreciation)

O1rwg éxoupe PABel, Ta OTOIXEIO PUN KUKAOQOPIaKOU evepynTIKOU Eival ekeiva TTou dev
TTPoOoPICoVTaAl YIa YETATTWANCT KAl XPNOIYOTToIouvTal yia TTOANG Xpovia — €xouv AoITTév
MEYAAN didpkeia (WNAG - TTPOCPEPOVTAG OTNV ETTIXEIPNON TIG UTTNPECIEG TOUG YIa TNV
etmiTeEUEN KEPOOUG, OTTWG YIa TTAPAdEIYUA TO AUTOKIVNTA, TO PNXOVAUATA Kal T ETTITTAQL.

Molo gival To KOOTOG EVOG OTOIXEIOU M KUKAOQPOPIAKOU EVEPYNTIKOU;

To KOOTOG VOGS OTOIXEIOU N KUKAOQPOPIOKOU £vEPYNTIKOU, EKTOG ATTO TO KOOTOG ayopdag
TOU, oUuuTTEPIAABAvE Kal OAa Ta cuvaer £€€0da yia TN HETAPOPA Kal TNV TOTTOBETNON
TOU Kal 611010 GAAQ £€00a XpelddovTal yia va yivel autd Eroiuo yia xpron.

Etropévwg, T0 KOOTOG £vOG OTOoIXEIOU aTTOTEAEITAI ATTO TA
akOAouBa:

v KéoT1og ayopdg

v" Nouika £é§oda yia Tnv ayopd Tou

v’ Meragopikd unxavnudatwv/e¢otrAiouou

v' Tomo@érnan kai cuvapuoAoynan unxavnudatwy.

13



NON-CURRENT ASSETS AND DEPRECIATION

Ti givan n amméoBeon;

ATTO0BEon €ival N CUCTNUATIKA KATAVOUR TOU KOOTOUG €VOG OTOIXEIOU EVEPYNTIKOU OTA
W@EAIa Xpovia TG (WG Tou.

Molog gival 0 OKOTTOg TNG ATTOCRECNG;

2UPQWVA JE TNV apXH TOU CUCXETIOPOU £000wVv-££00wV (matching concept) 10 KOOTOG
TNG XPNOoNG €vOG OTOIXEIOU PN KUKAOQOPIAKOU EVEPYNTIKOU YiA WIA XPOVIKA TTEPIOdO
TIPETTEl VA UTTOAOYICETAI KQI VO CUYKPIVETAI JE TN CUVEICPOPA TToU auTo €ixe oTa €000
TNG ETMIXEIPNONG KATA TNV id1a TTEPiodo. Av auTo dev yivel, Ba €xel WG ATTOTEAEOUA TO
KEPDOG yIa TN OUYKEKPIPEVN TTEPIOdO va pnv gival opBo!

MNa mapddelyua, dev Ba NTav 0WoTO OAOKANPO TO TTOCO TNG Ayopds €VOG OTOIXEIOU
EVEPYNTIKOU va Xpewbei aTnv katdotaon amoTeAeopdaTwy (statement of profit or loss)
TOV TTPWTO XPOVO ayopds TOU Kal va €TTNEEACEI TA ATTOTEAEOPATA JOVO TOU XpOvou
auTtoU. AvTi auTtou KaTaypd@eTal 0TV KATAoTaon XpnuUaTOOIKOVOWIKAG @Eong Kal auTtod
oTadIoKA OlavEPETAI avaAoya PE T XPAON TTOU TOU YIiVETAI OTA XPOVIO TNG WOEAIUNG
Cwng Tou.

1.2 MéBodol1 utroAoyiopou Tng atréooBeong/ Depreciation methods

XPAOIYEG €ival Ol TTIO KATW €VVOIEG TTOU APOPOUV TA CTOIXEIO HN-KUKAOQOPIOKOU
EVEPYNTIKOU:

» To kéoT1og Tou/The cost of the non-current asset
» Ta xpovia Tng weéAiung {wng Tou /The years of its useful economic life

» H umroAsippaTiki Tou agia/The residual or scrap value
» Mooé yia amréoBeon/depreciable amount or (cost - residual value)

Y1dapxouv TTOAAEG péBodOI UTTOAOYIOUOU TNG ATTOCRECNG.
O1 duo TIo ouvnBiopéveg HéEBodoI givai:

» MéEBodog ZTtabeprig ATrooBeong/Straight Line Method
» MéBodog PBivouocag AtréoBeong/Diminishing/Reducing Balance Method

M£6odog TnG Z1aBeprg AréoBeong/Straight Line Method

2UPQWva e autr TN PEBodO TO TTO0O TNG £TACIAG ATTOORECNG UTTOAOYICETAI TTAVTOTE WE
éva o1abepd TTOooOO0TO TTAVW OTO TTOOO yia ammooPeon (cost- residual value) Tou un
KUKAOQOPIOKOU €veEPYNTIKOU TTEPIOUCIAKOU oToIxEiou. Me autd Tov TPOTTO N KATAVOWN
TOU KOOTOUG £VOG OTOIXEIOU evEPYNTIKOU YiveTal e€icou oTa WPEAIMA Xpdvia TNG WG TOU
Kal TO TTood TNG amooBeong eival TTAvTa oTaBepPo.

14



NON-CURRENT ASSETS AND DEPRECIATION

Kootoc—Ymodstppatikny aéla
xpovia tng weidpung {wig

Etiowa AnoocBeon =

cost—residual value

Depreciation r=
epreciation/yea e

Mapadeiypa 1
H etaipeia AEATA ATA ayoépaoce pnxavipota agiog €20.000. YToAoyietal OTI
Ta Pnxavhpata Ba £xouv 5 xpovia wWPEAINNG CWNAG Kal N UTTOAEIMPATIKY TOUG agia
Ba cival €5.000. H etrjoia amécoBEcn TOU QUTOKIVIATOU WE Tn oTaBepry péBodo
ammoéoBeong Ba givai :

Cost: €20.000
Scrap: €5.000
Useful Life: 5 year
i 20.000-5.000
Depreciation/year = Ea—— €3.000/per year

Me autil TN PéBOBO N OAIKN aTTéoReon HoIpdleTal €§icou oTa WPEAINA XPOovIa TNG CWAG
TOU TTEPIOUCIOKOU OTOIXEIOU TNG ETTIXEIPNONG.

20000-5000=15000

/11N

3.000 3.000 3.000 3.000 3.000

NoéTe epapudleTal;

H MéBodog Tng ZT1abepric Ammoofeong (Straight Line) mpétrel va e@apudletal ota
OTOIXEIQ N KUKAOPOPIAKOU EVEPYNTIKOU N CUVEICPOPA TWV OTTOIWV WG TTPOG TNV auénaon
TWV KEPOWV gival oTaBePr KABE XpOVO OTTWG TT.X. OTNV TTEPITITWON TWV KTNEIiWV.

MéBodog Tng PBivouocag AréoBeong/Diminishing or Reducing Balance

Eival n ué6odog katd tnv otroia 1o Tood TNG ATTOoRE0NG UTTOAOYIETaI PE £va OTABEPD
000010 (%) TTdvw OTO UTTOAOITTO TNG O&iag TwV OTOIXEIWV MN KUKAOQOPIOKOU
evepynTikou (Net Book Value/Carrying value) yerd tnv a@aipeon NG amoofeonsg Twv
TTPONYOUNEVWYV XPOVWY. To TTo0O TNG atTOORECNG MEIWVETAI KABE XPOVO.

15



NON-CURRENT ASSETS AND DEPRECIATION

Mopddeiypa 2.

Machine —cost: €20.000
Useful Life: 5 years
Rate: 25%
Scrap: €4.746

Calculations:

€

Cost 20.000
Depreciation Year 1 (20.000% 25%) (5.000)
Net Book Value 15.000
Depreciation Year 2 (15.000%25%) 3.750

Net Book Value 11.250
Depreciation Year 3 (11.250% 25%) (2.813)
Net Book Value 8.437
Depreciation Year 4 (8.437%25%) (2.109)
Net Book Value 6.328
Depreciation Year 5 (6.328%x25%) 1.582

CARRYING VALUE /RESIDUALVALUE) 4.746

Morte epapuodleral;

H MéBodog Tng PBivoucag ATTOoReong e@appoleTal cuvhBws OTa OToIXEI EVEPYNTIKOU
TWV OTToiwV N aia MPEeEIWvVETal TTEPICCOTEPO Ta TTPWTA XPOvia, TI.X QUTOKivNTaA,
NAEKTPOVIKOI UTTOAOYIOTEG, pE Tn SikaloAoyia 0TI Ta £60da cuvTripnong Toug augdvovTal

ME Ta xpovia.

Me autd Tov TPOTTO Ta OAIKG £E00a TTOU QQYOPOUV Ta OTOIXEID HN

KUKAOQOpPIOKOU evepynTIKOU (depreciation+repairs) katavéuovral 1I00TIUa o€ OAa Ta

WOEEAIPQ XpoVvIa TOu.

XpNOoIPoTToIwVTag auTr] Tn HEBodO anuaivel 6T TTOAU TTI0 HeyAGAa TTOOA XpEwWwvovTal Ta
TTPWTA XPOVIa TNG XPNOoNG 0€ oUYKPIoN PE Ta TEAEUTaIa Xpovia XpAonGg. Zuxva AéyeTal
OTI Ta £€00a ETTIOKEUNG KAl CUVTAPNONG T TIPWTA XPovia dev Ba KooTiouv TOoa 60

Ta TEAEUTaIa Xpodvia TNG WPEAINNG CwNG Tou. AuTO onuaivel OTI:

Ta mpwTa XPOvia
WnAn xpéwaon yia
Depreciation
+
XaunAn xpéwaon yia
€€oda ouvTrpnong

-
Oa
Teivouv d
va givai
ioa pe
—
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NON-CURRENT ASSETS AND DEPRECIATION

Debit Credit
Machine X
Bank X
To record the purchase of the machinery
Debit Credit
Depreciation expense (Profit & Loss A/c) X
Accumulated depreciation (Statement of Financial X
Position)
LEDGER ENTRIES
STRAIGHT LINE METHOD:
Machine account A/c (at cost)
Year 1 € Year 1 €
Jan. 1 Bank 20.000 | Dec. 31 Balance c/d 20.000
Year 2 Year 2
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 3 Year 3
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 4 Year 4
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 5 Year 5
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 6
Jan. 1 Balance b/d 20.000
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NON-CURRENT ASSETS AND DEPRECIATION

Accumulated depreciation on Machine A/c

Year 1 € Year 1 €

Dec. 31 Balance c/d 3.000 Jan. 1 Balance b/d -
Dec. 31 Profit & Loss A/lc * 3.000
3.000 3.000

Year 2 Year 2
Dec.31 Balance c/d 6.000 Jan. 1 Balance b/d 3.000
Dec. 31 Profit & Loss Alc 3.000
6.000 6.000

Year 3 Year 3
Dec. 31 Balance c/d 9.000 Jan. 1 Balance b/d 6.000
Dec. 31 Profit & Loss Alc 3.000
9.000 9.000

Year 4 Year 4
Dec. 31 Balance c/d 12.000 Jan. 1 Balance b/d 9.000
Dec.31 Profit & Loss A/c 3.000
12.000 12.000

Year 5 Year 5
Dec. 31 Balance c/d 15.000 Jan. 1 Balance b/d 12.000
Dec.31 Profit & Loss A/c 3.000
15.000 15.000

Year 6
Jan. 1 Balance b/d 15.000

*or Depreciation expense

STATEMENT OF PROFIT OR LOSS (EXTRACTS) FOR THE YEAR 31 DECEMBER
€

Year 1 Depreciation expense 3.000
Year 2 Depreciation expense 3.000
Year 3 Depreciation expense 3.000
Year 4 Depreciation expense 3.000
Year 5 Depreciation expense 3.000

STATEMENT OF FINANCIAL POSITION (EXTRACTS) AS AT 31 DECEMBER

COST | ACCUMULATED | NET BOOK VALUE
DEPRECIATION
€ € €
Machinery ( year 1) 20.000 3.000 17.000
Machinery ( year 2) 20.000 6.000 14.000
Machinery ( year 3) 20.000 9.000 11.000
Machinery ( year 4) 20.000 12.000 8.000
Machinery ( year 5) 20.000 15000 J—5.000
residual value
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NON-CURRENT ASSETS AND DEPRECIATION

DIMINISHING/REDUCING BALANCE METHOD:

Machine account A/c (at cost)

Year 1 € Year 1 €
Jan. 1 Bank 20.000 | Dec. 31 Balance c/d 20.000
Year 2 Year 2
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 3 Year 3
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 4 Year 4
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 5 Year 5
Jan. 1 Balance b/d 20.000 | Dec. 31 Balance c/d 20.000
Year 6
Jan. 1 Balance b/d 20.000
Accumulated depreciation A/c
Year 1 € Year 1 €
Dec- 31 Balance c/d 5.000 | Jan.1 Balance b/d -
Dec. 31 Profit & Loss A/c * 5.000
5.000 5.000
Year 2 Year 2
Dec.31 Balance c/d 8.750 | Jan.1 Balance b/d 5.000
Dec. 31 Profit & Loss A/c 3.750
8.750 8.750
Year 3 Year 3
Dec. 31 Balance c/d 11.563 | Jan. 1 Balance b/d 8.750
Dec. 31 Profit & Loss A/c 2.813
11.563 11.563
Year 4 Year 4
Dec. 31 Balance c/d 13.672 | Jan. 1 Balance b/d 11.563
Dec. 31 Profit & Loss A/c 2.109
13.672 13.672
Year 5 Year 5
Dec. 31 Balance c/d 15.254 | Jan. 1 Balance b/d 13.672
Dec. 31 Profit & Loss Alc 1.582
15.254 15.254
Year 6
Jan. 1 Balance b/d 15.254

*or Depreciation expense
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NON-CURRENT ASSETS AND DEPRECIATION

STATEMENT OF PROFIT OR LOSS (EXTRACTS) FOR THE YEAR 31 DECEMBER

€
Year 1 Depreciation expense 5.000
Year 2 Depreciation expense 3.750
Year 3 Depreciation expense 2.813
Year 4 Depreciation expense 2.109
Year 5 Depreciation expense 1.582

STATEMENT OF FINANCIAL POSITION (EXTRACTS) AS AT 31 DECEMBER
NON CURRENT ASSETS COST ACCUM. DEP'N NET BOOK
ICARYYING VALUE
€ € €
Year 1 Machinery 20.000 5.000 15.000
Year 2 Machinery 20.000 8.750 11.250
Year 3 Machinery 20.000 11.563 8.437
Year 4 Machinery 20.000 13.672 6.238
Year 5 Machinery 20.000 15.254 4.746
residual value 4

2UyKpIon PETALU Twv OUO UEBOdWV:

STRAIGHT LINE REDUCING BALANCE
METHOD METHOD
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NON-CURRENT ASSETS AND DEPRECIATION

1.3 NMwANnon oToixeiou un KUKAOQPOPIAKOU EVEPYNTIKOU
(Disposal of a non- current asset)

2€ UEPIKEG TIEPITITWOEIC N ETMIXEIPNON TIOUAA OTOIXEID TOU MR KUKAOQOPIAKOU
EVEPYNTIKOU TNG TTPIV TO TEAOG TNG WPEAINNG CwNG Tou. 'Evag atrd Toug AGyoug €ival n
avTikaTdoTaon Pe Kalvoupyla 1 o ouyxpova.

2TnVv TEpiTTTwon TwAnong (disposal) TTpéTrel va yivouv AOYIOTIKEG EYYPAPES
OTOUG AOYapIaGHOUG VIO TOV UTTOAOYIONO TOU KEPSOUG | TNG {NMIAG a1Td TNV
TTwAnon:

> Asset (at cost)
» Accumulated depreciation

» Disposal
PRO FORMA
Machine A/c (at cost)
€ €
Balance b/d X Disposal (cost of the asset sold) X
Bank (new) X Balance c/d /X
XX XX
Balance b/d X
Accumulated depreciation A/c /
€ /
Disposal (Dep'n of X Jan.1 Balance b/ X
asset sold for all \
years of ownership)
Balance c/d X Déﬁqaeyéciation expense X
ep'n for the year )
XX aN XX
Balante b/d X
Disp6sal Alc
€/ €
Machine (cost) X Accumulated for dep’n AX
OR Profit on disposal/SOPL X Bank (selling price) X
X Loss on disposal/SOPL X
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NON-CURRENT ASSETS AND DEPRECIATION

Example: Assume that the machine bought for €20.000 on Jan. 1 Year 1 (see example
1 straight line page 5) was sold for €13.000 on 31 Dec. Year 3.

Machine A/c (at cost)
Year 3 € Year 3 €
Jan. 1 Balance b/d 20.000 | Dec.31 Disposal 20.000

Accumulated Depreciation A/c

Year 3 S Year 3 €
Dec. 31 Disposal 9.000 | Jan.1 Balance b/d 6.000
Dec.31 Dep’n expense (SOPL) | 3.000
9.000 9.000

Disposal A/c

Year 3 € Year 3 €

Dec.31 Machine (cost) 20.000 | Dec. 31 Accumulated 9.000
depreciation
Dec.31 Profit on disposal | 2.000 | Dec.31 Bank (selling price) 13.000
(SOPL)

22.000 22.000

1.3.1 AméoBeon oToixeiwv TTOU ayopdfovTal KATA Tn SIAPKEIN TOU £TOUG

Mia emixeipnon PTTOpPEi va ayopdoel 1 va TTwARoel aToixeia Katd tn SIAPKEIA TOU
AOYIOTIKOU £TOUG. ZTnV TTEPITITWOTN AUTH, N KABE eTaipEia akoAouBEi TNV BIKI TNG TTOAITIKI)
(accounting policy), kal To TT0006 TNG aTTOCRECNG UTTOPEI VO UTTOAOYIOTEI WG €EAG:

a) Méavw oto apxiké umréAoiro — On the opening balance of the non-current
assets. No dep’n charged on assets purchased during the year and full dep’n on
the assets disposed. (On assets owned at the begging of the year)

B) Mavw oto TeAIk6 utréAoitro — On the closing balance of the non-current assets.
(On assets owned at the end of the year)

Y) Avaloyiki amréofBeon - proportionate (months of ownership)

H améoBeon utroAoyileTal avdAoya Pe TOUG HAVEG KATOXNG TOU OTOIXEIOU.

Mo OKOTTOUG £€eTACEWY AKOAOUBOUE TTPOCEKTIKA TIG 08NYiEg TNG doknong!!
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NON-CURRENT ASSETS AND DEPRECIATION

MNapadeiypa: O Aoyapiacudg autokivnta gixe Tnv 1/1/2013 apxikd utréroitro €12.000.
21ig 31/3/2013 mmwAnoe éva autokivnro apylkou kéoToug €4.000 kai tnv 1/9/2013
ayépaoce autokivnto €5.000 (Straight line 10%).

2013 € 2013 €

Jan1 Balance b/d 12.000 | Mar 31 Disposal 4.000

Sept 1 Bank 5.000 Dec 31 Balance c/d 13.000
17.000 17.000

2014

January 1 Balance b/d 13.000

a) On the opening balance: 12.000 x 10% x 12/12 =1.200
b) On the closing balance: 13.000 x 10% x 12/12 =1.300
c) Proportionate: (12.000 - 4.000) x 10% =800
(Months of ownership) 4.000x 10% x3/12 =100

5.000 x 10% x 9/12 =375

1.275

1.4 ATrooBéocig Kai ol OEHENIMDEIG AOYIOTIKEG APXEG
O1 atrooBéocig BaoiCovTal TTAvw OTIG TTI0 KATW AOYIOTIKEG APXEG:
ApXl Tou cUuOoXETIONOU £008wWV-££6B8wWV (matching concept)

2UPQWVA JE QUTA TNV apxX TO KOOTOG TNG XPHONG EVOG OTOIXEIOU EVEPYNTIKOU YIa MIA
XPOVIKH TTEPIOdO TTPETTEI VO UTTOAOYICETAI KOI VA OUYKPIVETAI E T CUVEICPOPA TTOU AUTO
€ixe oTa €0000a TNG ETTIXEIPNONG KATA TRV idIa TTEPIODO, WOTE va Yivel 0pOAS UTTOAOYIOUOG
TOU KEPOOUG.

Apxn Tng ocuvtnpnTikéTnTAg (Prudence concept)

e TepiTTwon Tou dev yivel Kapid TTPORAEWn yia TV ammoofecn Twv OTOIXEIWV
EVEPYNTIKOU OTNV KATAOTAON OTTOTEAEOPATWY, AUTO Ba €xel WG  ATTOTEAECPA TNV
UTTEPTIUNON TOU KEPBOUG TNG CUYKEKPIPEVNG XPOVIAG.

Apxn Tng ouvétreiag (Consistency)

H péBodog uttoAoyiopou Tng amooPBeong TPETEl va Trapapével  otaBepry oTav
ETOINACOVTAI OIKOVOMIKEG KATOOTACEIG, yia va gival duvaTh n owoTh  oUyKpIon TwV
ATTOTEAEOPATWY PE TA TTPONYOUMEVA Xpovia. H pdvn mepimmtwaon 1mou dikaloAoyeital
aAAayn gival 6Tav auTh ouvdéeTal e o dikain r} aAnBivA TTapouadiacn TwV OIKOVOUIKWY
KATOOTACEWV.



NON-CURRENT ASSETS AND DEPRECIATION

1

AZKHZEI2 KE®AAAIOY
REVIEW QUESTIONS

EXERCISES

1. Dafni commenced

trading on 1 January Year 1 and on that date she purchased

motor vehicle for €80.000.

She wished to compare the Straight line and Reducing balance methods of
depreciating her motor vehicles.

Depreciation on both Straight line and Reducing balance methods is 25% per annum
with no residual value.

REQUIRED:

(a) Prepare using,

(i) The Straight line and
(ii) The Reducing balance method

The following accounts for Years 1, 2 and 3:

(i) Motor vehicle

(if) Accumulated depreciation on motor vehicle.

(b) The relevant extracts from the Statement of Financial Position as at 31
December year 3, under both methods.

2. Bart Simson started
following assets:

in business on 1 January Year 2014 and he purchased the

Cost

2014 €

1 January Fixture and Fittings 18.000

1 January Motor Van (No.1) 19.600
2015

1 January Fixture and Fittings 14.400

1 July Motor Van (No.2) 20.500
2016

1 October | Motor Van (No.3) 9.000
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NON-CURRENT ASSETS AND DEPRECIATION

Bart Simson decided to provide for depreciation as follows:

e Fixtures and Fittings at the rate of 15% per annum on book value (Reducing
balance method) each year

e Motor Vans at the rate of 20% per annum on cost (Straight line method), for
each month of ownership.

REQUIRED:

(a) Prepare the following accounts to record the above transactions, for the years
2014, 2015, 2016:

(i) Fixtures and Fittings at cost

(i) Accumulated depreciation on Fixtures and Fittings
(iii) Motor Vans at cost

(iv) Accumulated depreciation on Motor Vans

(b) Prepare the relevant extracts from the Statement of Financial Position as at 31
31 December 2014, 2015, 2016.

3. Bugs and Bunny formed a private limited company on 1 January Year 1, and on
that date they acquired eight (8) machines at an installed cost of €30.000 each.

It was decided to depreciate them on the straight line basis over a six (6) years life
with no residual value.
It was further decided to charge a full year’s depreciation for any machine bought

before 30 June in any year and half a year’s depreciation for any machine acquired
in the second half of the year.

Further additions were made as follows:

Year 3

March 5 3 machines each costing €36.000
November 8 1 machine costing €39.000 on credit
REQUIRED:

(a) Prepare the following accounts for year ended 31 December year 3:

(i) Machinery
(i) Accumulated depreciation on machinery

(b) The relevant extracts from the Statement of Financial Position as at 31
Year 3
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4. On January 2011, the first day of his financial year, T. Tryphonos bought computer
equipment for €9.500. The equipment is to be depreciated by the straight line
method at the rate of 20%. On 1 January 2015 the equipment was sold for €4.250.

Show the following accounts for the years ended 31 December 2013, 2014 and
2015.

a) The computer equipment
b) The accumulated depreciation — computer equipment
c) The computer equipment disposal.

5. Scooby and Doo run a small business the year-end of which is 31 December and
its depreciation policy is as follows:

Motor Vehicles 20% per annum, straight line method

Plant and Machinery 25% per annum, reducing balance method, for each month of
ownership.

The following were purchases and sales of Non-current assets for the 3 years ended
31 December Year 3:

Date of Cost Date of Sales
Purchase Sale proceeds
€ €

Motor Vehicle (A) Year 1 March 1 30.000 | Year 2 Aug 1 13.500
Motor Vehicle (B) Year 1 October 31 24.000
Motor Vehicle (C) Year 2 January 1 28.000
Motor Vehicle (D) Year 3 October 1 32.000
Plant and Machinery (X) | Year 1 January 1 10.000
Plant and Machinery (Y) | Year 2 March1 15.000

REQUIRED:

Prepare the following accounts for the year 1, year 2, and year 3:

a) Motor Vehicles

b) Accumulated depreciation on Motor Vehicles

c) Motor Vehicle Disposal

d) Plant and Machinery

e) Accumulated depreciation on Plant and Machinery.
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6. Sebastian commenced a new business on 1 January year 1 and its financial year
ends on 31 December.

Its policy is to depreciate Plant and machinery at the rate of 20% per annum,
straight line method, for each month of ownership.

Year 1

January 1: Bought Plant and machinery costing €180.000 by cheque

October 1: Bought Plant and machinery costing €120.000 on credit

Year 3

July 31: Sold machinery which had been bought on 1 January year 1, for
€95.000

September 30: Purchased a new Plant and machinery costing €120.000 by
cheque.

REQUIRED:

(a) Prepare the following accounts in the books of Sebastian for the years ended
31 December year 1, year 2, year 3
(i) Plant and machinery
(i) Accumulated depreciation on Plant and machinery
(iif) Plant and machinery disposal

(b) The relevant extracts from the Statement of Financial Position as at 31
December year 1, year 2 and year 3.

7. On 31 December 2011 the Machinery account in the books of Gold Ltd showed a

balance of €144.000. The Accumulated depreciation of machinery account on the
same date was €42.000.

The following transactions took place during the next two years:

2012:

March 31 Gold Ltd bought a machine for €20.000 and paid by cheque
2013:

April 30  Gold Ltd bought two (2) machines for €21.000 each, on credit from
Silver Ltd

October 31 Gold Ltd sold a machine for €3.340 cash. This machine
was bought on 30 April 2009 for €17.400.

Depreciation is charged at the rate of 20% per annum, using straight line
Method, for each month of ownership.
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REQUIRED:
Prepare the following accounts for the years ended 31 December 2012 and
2013 as they would appear in the ledger of GoldLtd:

a) Machinery
b) Accumulated depreciation of machinery

c) Disposal of machinery
(MaykuTrpieg 2014)

8. Felix started a small transport business on 1 January year 1. It was decided that
the financial year would end on 31 December each year.
On the first day of trading the business purchased a Motor Vehicle (A) for €24.000
Felix used the following policies for depreciation:

o Inthe year of purchase vehicles would have the following charge:

» Full year’s charge if purchased in the first half of the year
» Half year’s charge if purchased in the second half of the year.
= No Depreciation is to be charged in the year of sale.

o Motor Vehicles are assumed to have a useful life of 4 years.

The following transactions took place in respect of a Motor Vehicles for Felix’'s
business:

Year 2

Purchases:

1 March Motor Vehicle (B) €28.000

1 October Motor Vehicle (C) €32.000

Year 3

Purchases:

1 May Motor Vehicle (D) €40.000

Sales

1 November:  Motor Vehicle (A) €16.000

All the above transactions were made by cheque.

REQUIRED:

(a) Prepare the following accounts for the year 1, year 2, and year 3:
(i) Motor Vehicle
(i) Accumulated depreciation on Motor Vehicles
(iii) Motor Vehicle Disposal

(b) The relevant extracts from the Statement of Financial Position as at 31
December year 2 and year 3.
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INVENTORY VALUATION

2 _ (INVENTORY VALUATION)

AMNOTIMHZH TQN ANMOGEMATQN

META TH MEAETH AYTOY TOY KE®AAAIOY OA lPETIEI NA EIZTE 2E OEZH:

AN

Na karavoegite T™n onuacgia tng oplng amoriunong Twv Aamolsudrwyv
(Inventory valuation)

Na avriAauBaveore Tn onuacia rou Kavova tng XaunAorepng Tiung uerau
Kooroucg kai Ayopaiag Adiag (Cost Vs Net Realisable Value)

Na gényecite 10 [lNep1odik6 Zuornua Amoypaens amobBsudrwv (Periodic
inventory records) kai va avriAaufdveore mw¢ auro Siapépel amo 1o
2uornua Aiapkous Amoypaegns AmoOsudrwv (Perpetual /continuous
inventory system)

Na karavocire ka1 va epapuolere 1i¢ Me86doug Amroriunong Amolsudrwy
(Inventory valuation methods) :

lMpwrn Eicaywyn-MNMpwrn E¢aywyn (FIFO)

TeAeuraia Eiocaywyn-fipwrn E§aywyn (LIFO)

Méoog¢ Zrabuikoc Opog (AVCO)

Na avrikauBaveore tnv emidpaon 1n¢ kKabs uebodou ora kEPON
(Effect of Inventory valuation on profits)

2.1 Noyi1oTIKA TwV ATroBgpdTwy IAS 2

Ta amobéuara (Inventory) arroreAouv
€va ONUAVTIKO TIEPIOUCIOKO OTOIXEIO
MIag €TTIXEIPNONG, €iTE T TTAPAYEI N idIA
€ite T TTPOoPNBeUETAl ATTO TPiTOUG. Ta

apXIK& Kal TENIKA ammobépara

meplhaupBavovtar  otnv  Kardotaon

AtroteAeopdTwy (Statement of Profit or Loss) wote va uttoAoyiotei 1o KdoTog
MwAAoewv kai To MikTé KéEpdog. ETTopévwg, n owaoTr] diaxeipion Twv atroBeuaTwy Kal
N KAtdAANAN AOYIOTIKA QVTIMETWTTION Toug emnpeadel ta kabapd kéPoON Tng
ETTIXEIPNONG.

Omwg avagépetal o TTavw, MIa €TTIXEIPNON PTTOpEl va TTapdyel Ta TTPoiovTa
(atroBépaTa) kal va Ta TTwAEI OTn OUVEXEIQ OTNV Ayopd. Z€ QUTH TNV TTEPITITWON,
UTTApXOUV Tpia €idn aTTOBEPATWY, OTTWG avapépeTal Kal oTo |AS 2:
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INVENTORY VALUATION

o [lpwrteg 'YAeg (Raw Materials)

o [lapaywyn o€ e€ENIEN (TTpoidvTa TTOU eV £€X0UV OAOKANPWOEI TTARPWC)
(Work-in-Progress)

o TeAIké lMpoidv €Toipo yia mwAnon (Finished Goods ready for resale)

Mapddeiypa: H trapackeur) evog emimmAou TTepvd atmmd Ta 1m0 KATW OTAdIA ME
aTTOTEAEOHA N ETTIXEIPNON Va £XEl Tpia €idn aTToBeudTwWV:

e AmoBéuarta TTpwTNG UANG (EUAQ, u@daoparta, Bideg K.ATT) TToUu XpnoiyoTrolouvTal
yla TNV TTapaywyr] TouU TTPOIOVTOG

e AtoBéuarta TTapaywyng o€ eEENIEN OTTWG EMITTAQ TTOU dev €X0UV OAOKANPWOET
TT.X ETTITTAQ TTOU eV £X0OUV TTEPACEI AKOPA TO OTADIO TNG TATTIETOAPIAG

e AtoBéuarta TEAIKOU TTPOIOVTOG OTTWG, ETTITTAQ £TOIUA TTPOG TTWANON.
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INVENTORY VALUATION

2.2 Kavovag tng XapnAotepng TipAg peTtagu Kéotoug kKail Ayopaiag
Agiag (Cost Vs NRV, Net Realisable Value)

To apxikd kéoTog (historical cost) ammoteAei Tnv M0 KATAGAANAN BAon aTroTiunong Twv
ammoBeudTtwy (Inventory valuation). Opwg opiopéveg QOPES, N agia (TIA TTWANONG) TWV
aTmoBeUdTWY EP@aviICeTal o€ XauNASGTEPN TIUA aTTd TO APXIKO KOOTOG. H Quoikn ¢Bopd
TOU EUTTOPEUNATOC 1 N MEIWON OTN TIUA TTWANONG EVOEXETAI va QEPOUV TNV ayopaia
agia (Net Realisable Value) o€ xaunAdTepo TiTedo atrd 10 apxIKO KOOTOS. AuTH €ivail
KAl N povn TTEPITITWON TTOU TO APXIKO KOOTOG OV XPNOIKOTIOIEITAI Kal TO amméBeua
xpelddetal va peiwBei otnv ayopaia  agia  (NRV). Me auté TOov TpOTIO
TTPAYHUOTOTTOIEITAI N {NMIA, N OTToid avayvwpEiCETal ATTOPEIVOVTAG TNV Agia TOU
EMTTOPEUPATOG OTO UWOGS TNG ayopaiag.

AuTO €ival ywwoTO WG 0 Kavovag tnS xaunAorepng tiung peray KOOTous Kai
ayopaiag adiag (Lower of Cost and NRV) kai atraitei Ta ammoB€éuara va ekTiundouv
otn XapnAoTepn asia kai va avayvwpioBei (nuid. O kavévag autog epapuolel Tnv
apxn TnG ouvtnenTikOTNTAS (prudence concept) a@ou n ¢nuid avayvwpileTal TTpIv va
TpayparotroinBei katoia cuvaAliayr). Av augnBei 1o KOOTOG AvTIKATAOTAONG, dEV
avayvwpidetal KEPOOG Kal T ATTOBEPATA TTAPAPEVOUV OE TIUR KOOTOUG HEXPI TNV
TTWANOCN TOUG.

IAS 2 ‘Inventories” Inventory is valued at the lower of

/\

Cost Net realisable value
What was paid to buy the inventory What can we get from selling the
inventory
Cost of purchase
e Purchase Price Selling price
e transport and handling costs Less: further costs to sell

e |Less: trade discount
e Selling expenses

Cost of Conversion e Trade discounts
e Direct labour (factory wages) o All further cost to completion
e Direct expenses (factory
expenses)

e Production overhead
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IAS 2 ‘Inventories’: Ta amroBéuara armoriywvral oThn XaunAoTepn tiun peTaéu:

o .

KOZTOYZ KAGAPHZ
l PEYZTOMNOIHZIMHZ AZIAZ
O1 TAnpwONKE yia TNV ayopd Twv l
aTToBeudTWY H 1iyy otnv otroia Ba ptropoucav va

TTwANBoUV Ta guTTOPEUATA

Tiyn ayopdg TigA TTWANONG
e Tiun ayopdg MAnv: emimrAéov £é§opa TTwAnong
o MeTag@opIka Kal £€0da XEIPITUOU f
e Meiov : EptropIikn €KTTTWON e “Eoda mwAnong
e EpTtTopIkn €KTITWOON
KoéoTOG HETATPOTTHG o AAN\a TTepaITEPW £E0DQ yIa TNV
e Aueon gpyaoia (npepopioBia OAOKAPWOTN TOU TTPOIOVTOG
EPYOOTOTIOU)

e Aueoa £€0da epyooTaaiou
o ‘Eppeoca £¢oda epyooTaaciou

Mapddeiypa: Mia emixeipnon mapdayel Kal TTwAEe Tpia poidvTa (A, B, C). Tio kdTw
divetal 10 KboTog (Cost) kai n Ayopaia Aia (NRV) Twv Tpiwv mrpoidviwyv. Na
UTTOAOYIOETE TNV a&ia TOU CUVOAIKOU aTTOBEUATOG.

Items Number of Cost (€) NRV (€) Lower of Cost and NRV
Units (€)
A 100 10 12 1.000 (100 x 10)
B 80 9 7 560 (80x7)
C 70 6 8 420 (70 x 6)
Inventory Valuation 1.980

*10 TTPOIGV B, TTOU £X€1 UTTOOTET POOPA AdYW TTANUUUPAG OTNV ATTOBNKN, £XEI TWPEA TIUNA
TTWANONG €10 aAAd yia va TTwANBEi TTPETTEl va KaBOPIOTE KAl va CUOKEUAOTE {ava Pe
OUVOAIKO KOOTOG €3. Zav amotéAeopa Ba éxel Ayopaia Agia €7, dnhadry NRV=10-3.
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2.3 ZUCTAMATA ATTOYPOAPNAS ATTOBEUATWYV
(Inventory records or systems)

271N AOYIOTIKI] TWV OTTOBEPUATWY UTTAPXOUV OIOPOPETIKA CUOTAPATA ATTOYPAPAG TOU
TEAIKOU atroBéuartog (inventory records) kai did@opeg pEBOdOI QTTOTiUNONG TWV
amoBeudtwy (inventory valuation methods) petagu Twv omoiwv n emmixeipnon Ba
TPETTEl va €TTIAECEl, AaupBdavovTag uttdywn Ot autd Ta dIOQOPETIKG CUCTANOTA Kal
MEBODBOI KaTaAAyouV O€ BIAPOPETIKA aTTOTEAETUATA.

ZuoTAHATA atToypa@ng atmofepdtwy | MéBodol atroTipnong aTmofepudTwy

(Inventory records or systems) (Inventory valuation methods)
e [lpwTn eI0aywyn-TpwTn £Laywyn
e [lepiodikd (Periodic) (FIFO)
e Alopkég (Perpetual) o TeAeuTtaia el0aywyn-TTPWTN

eCaywyn (LIFO)
e Méoog Z1aBuikég Opog
(AVCO)

MapoAo TTOU o1 €PTTOPIKEG OPACTNPIOTNTEG MIAG ETTIXEIPNONG E€ival OUVEXEIG, Ol
OIKOVOMIKEG KATAOTACEIG ETOINACOVTAI O€ PIO CUYKEKPIKEVN NUEPOUNVIA.

lMNa TNV TTpoETOINaCia TOug XPEIAZeTal Kal N agia Tou TEAIKOU atmoBéuaTtog Katd Tnv
OUYKEKPIPNEVN nuepopnvia.  H aia 1Tou ammodidetar oto TEAIKO aTTdBepa gival
atroTEAEOUA BUO YETPHOEWV: TNG TTOCOTNTAG KAl TOU KOOTOUG.

(i) Nep10d1IK6 ocUoTHHA aTtroypa@ng atroBepdaTwy (Periodic inventory system)

Me Baon 10 TTEPIODIKO GUCTNUA ATTOYPAPAG ATTOBEUATWY, N TTOCOTNTA TTPOCdIoPICETal
ME TNV TTPAyUATOTTOINCN QUOIKNS amroypaer¢ (physical inventory count). Auto
EQapUOleTal  OTIG QTTAEG TTEPITITWOEIG OTTOU N ETTIXEIPNON £XEl OXETIKA MIKPEG
TTOOOTNTEG ATTOBEUATWY TWV OTTOIWV N KATAUETPNON €ival EQIKTA.

(ii) ZootTnua JlapkoUg atroypa@ng armmoBepdtwy (Perpetual /continuous
inventory system)

AuTO e@apubOleTal OTIG TTEPITITWOEIG OTTOU N E€TTIXEIPNON OI0BETEI OXETIKA MEYAAEG
TTOOOTNTEG Kal dIAQopa €idn aTToBEPATWY, YIA TA OTTOI N TIPAYUATOTIOINON QUOIKAG
armmoypa@ng (karauétpnon) €ival TToAU OUOKOAN Kkai xpovoBopa. Me Bdon autd 1o
ouotnua, o Aoyaplaoudg amoBéuara (Inventory Account) evnuepwveTal o€
ouoTnuarikn Baon Kai EEXWPIOTA yia KABE €id0g ammoBéuaTog YeTd atrd KABs ayopd
Kal TrapaAafn (receipt) kal getd amd kGBe TTwANonN (issue).

2AMEPQ, OI TTIO TTOAANEG ETTIXEIPAOEIS XPNOIKMOTTOIOUV NAEKTPOVIKO OUCTNUA KATAYPAPNG
EMTTOPEUNATWY Kal €EUKOAQ UTTOPEI KATTOIOC va &gl TNV TTo00TNTA TOU OIaBEaiyou
EMTTOPEUPATOC AVA TTACA OTIYUA KABWGS Kal TRV TTo00TNTA TOU TEAIKOU aTTOB£uaTOG.
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2.4 Tep10dIK6 oUCTNHA ATTOYPAPNG ATTOOEUATWY Kal HEB0DOI
aTToTipnoNg
(Periodic inventory system and inventory valuation methods)

MeTd atro Tn uoikni atmoypa@n (physical inventory count) n ToodtnTa (MOVAdEG, UNits)
Tou atroBéuartog Ba TpéTTel va atroTiundei( evaluate). To TTPOBANUa TToU UTTAPXEI O€
autd TO onueio eival va e¢akpIPwBOei T0 KOOTOG TNG KABe povadag agou ouoia
euTTOPEUPATA ayopalovTal o SIAPOPETIKES NMEPOMNVIES KAl O SIAPOPETIKES TINES
KABe @opa.

lNa Tnv arrotignon Tou amoBéuarog dNAadr Tov TTPOCGdIOPICHO TOU KOGTOUG PTTOPOUV
vVa XPNOIYOTToINB0oUV oI TTIo KATW PEBodOI:

e M£Bodog Mpwtn Eicaywyn-Mpwtn E§aywyn (FIFO, First In First Out)
e ME£B0odog TeAeuTaia Eicaywyni-MNpwtn E¢aywyn (LIFO, Last In First Out)
e ME£Bodog Tou Méoou 21aBuikou Opou (AVCO, Weighted Average Cost)

Mapdadeiypa 1:

lNa okotroug avaluong Tou TPOTTOU Xprnong KaBe pebddou pe Baon 10 ocuoTnuaA
TEPIOBIKAG atToypa@ng (periodic inventory valuation system), xpnoiyoTroiouvTtal Ta TTI0
KATW OTOIXEIQ yIa PIa ETTIXEIPNON YIa TOV prva ATTpiAIo KOTA TOV OTTOI0 UTTAPYXEI augnon
TWV TIMWV.

April 1 | Opening Inventory 160 units x €10,00 €1.600

April 6 | Purchases 440 units x €12,50 €5.500

April 25 | Purchases 400 units x €14,00 €5.600
Available for sale 1 000 units €12.700
Sales 560 units

April 30 | Closing Inventory 440 units

2Tn ouvéxela akoAouBei n atroTtipnon Tou TeAIKOU attoBépaTog (valuation of closing
inventory) e@apudlovtag Kal TIG TPEIG
MEBODOOUC:
(i) _MéBodog Mpwrn Eicaywyn-NMpwrn
ESaywyn (FIFO, First In - First Out)

H péBodog auth urroBérer ot ta ayaba

mou ayopalovral TPWTA TTWAOUVTAI

mpwra. To KOOTOG Tou  TEAIKOU
ammoBéuarog (closing inventory) Bswpeital 0TI TTPoEépXeTal ATTO TIG TTIO TTPOCPATEG
ayopéG Kal To KOOTOG TTou atrodideTal oTa ayaBd TTou €xouv TTwANBEl Bewpeital OTI
TIPOEPXETAI ATTO TIG TTPWTEG AYOPEG.
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AveEapTtnTa atmod Tn por) Twv ayabwyv, ol ETTIXEIPACEIS JTTOPOUV VA XPNOIUOTTOIoUV QUTH
N PEB0dO €TTEIdN N UTTOBEON TTOU TN BcueAiovel Baaoilsralr oTn AoyIOTIKI) TTPOCEYYION
(accounting approach) ummoAoyiouOU TOU KOOTOUS KAl OXI OTI QUOIKN) pon Twv
ayabwyv (physical approach).

(i) FIFO (First In First Out)

Calculation of closing inventory

400 units x €14 (Purchased on 25 April) 5.600
40 units x €12,50 (Purchased on 6 April) 500
440 units 6.100
Calculation of Cost of Sales

Total cost of inventory available for sale 12.700
Less: Closing inventory at 30 April 6.100
Cost of Sales 6.600

XopaKTNPIOTIKA TNC uEBO6doU:

e H péBodog amoTiyd 1O TEAIKO QTTOBEPa OTO IO TTPOCPATO KOOTOG
(TeAeuTaicg ayopéq)
e >T0 KOOTOG TTWARCEWYV TTEPIAaUBAvVOVTal TA TTPWTA KOOTN (TTPWTES AYOPEQS)
e Katd tnv mepiodo O1TOU UTTAPXEI AUENON OTIG TIMEG, N NEOODOG auTH TEIVEI
va UTToAOYiel TO HEYAAUTEPO SUVATO TTOOO KOBAPpWV KEPOWYV £TTEION:
» TO KOOTOG TTWANCEWV eP@aviCel Ta TTPWTA KOOTN Ta OTToia Egival
XauNAGTEPA KaTd T didpKela TnNG TTEPIGOOU aUENoNG TWV TIMWYV KAl
» 10 TEAIKO aTréBepa atoTiyaTal oTn YeyaAuTepn duvath adia (TeAeuTtaieg
ayopég)
e 2TnNV QVTIBETN TTEPITITWON TNG MEIWONG TWV TIJWYV, N PEBODOG TEivEl va
MEIWVEI TO atroTéEAeoHa (TO KEPDOG 1} TN NMIA) ETTEIDN:
» OTO KOOTOG TWV TIWAACEWV KataxwpouvTal ol TTaAAIOTEPES, dApa
UWNAOTEPEG TIMEG Kal
» 1O TENIKO aTTOOEPa ATTOTINATAI O€ XAUNAOGTEPN agia.

(ii) M£Bodog TeAeuTaia Eicaywyn-NMpwrtn E€aywyn (LIFO, Last In - First Out)*

H péBodog auth umobérer or ta ayaba mou ayopalovrai teAsuraia mwAouvrai
mpwra.
e To k60TOG TOU TEAIKOU atToB£uaTtocg (closing inventory) Bewpeital 611 TTpOEPxETaI
atro TIG TIPWTEG AYOPES Kal
e TO KOOTOG TTOU aTTodideTal OTa ayoBd Tou €xouv TTWANBei Bewpeital OTI
TIPOEPXETAI ATTO TIG TTI0 TTIPOCPATEG AYOPEG.
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*YTHMEIQZH: H LIFO &¢v cival ammrodektr atro 1a Aigvr) MpoTtutra Avagopds
(International Accounting Standards-IAS ouUTe yia OKOTTOUG @OopoAoyiag), TTapOAO TTou
oTig HIMA givai n deuTtepn 110 dNUOPIANG nEBODOG aTTOTINNONG EUTTOPEUNATWY. MTTOpEi
OMWG va xpnoiyoTroinBei atrd Tn SI0IKNTIKA AOYIOTIKH yIa ECWTEPIKA XPAOoN.

LIFO (Last in First out)

Calculation of closing inventory

160 units x €10 (purchased on 1 April) 1.600
280 units x €12,50 (purchased on 6 April) 3.500
440 units 5.100
Calculation of Cost of Sales

Total inventory cost 12.700
Less: Closing Inventory at 30 April 5.100
Cost of Sales 7.600

XapaKTNPIOTIKA TG JEBS6SoU:

H péBodog atroTiud 1o TEAIKO atTéBeua OTIC TTIPWTEG TIMEG

210 KOOTOG TIWARCEwvV TrepIAAPPBAvVETAl TO KOOTOG TWV TIO TTIPOCOATA
QYOPAOHEVWY ayaBwV (TEAEUTAIEG aYOPEQ)

Katd Tnv 1mEPiodo GTTou uTrdpx el augnon oTig TINEG, N HEBOBOG auTr) TEiVEl va
uttoAoyilel XxaunAoTepa kKaBapd kéPONn oe oxéon MeE GAAeG peBOOOUg
QTTOTiUNONG TWV ATTOBEPATWY ETTEION:
» TO KOOTOG TTWANCEWV gP@aviel Ta TeAeuTaia KOOTN Ta OTToia €ival
WwnAOTEPQ KaTA TN SIdpKEIa TNG TTEPIGOOU AUENONG TWV TIHWV KAl
» TO TEAIKO aTTOBepa aATTOTIMATAI OTR MIKPOTEPN duvaTh agia (TTPWTES
ayopég)
AuTAOG gival kal £vag atrd Toug AGyoug TTou N JEB0DBOG auTr) eV €ival ATTODEKTH
amoé T1a d1ebvr) TpoTuTTa (IAS) etTa1dr TTapafiadel TV apxr TnG TIOTAG
AVTITTPOCWTTEUONG TWV OIKOVOMIKWY KATOOTACEWYV

Eteidn n amotiynon Twv amoBeudtwy otnv Kardotaon XpnUaTtooiKOVOUIKAG
©€0NG aVTIKATOTITPICEI TIG TTPWTEG TIMEG, CUXVA TTAPEXETAI MIA PN-PEAANIOTIKA
EIKOVA TNG TPEXOUOOAG agiag Twv atroBepdTwyY. Apa, TTPOCOXA CuvioTATAl O€
KATToleg peTPRoEI§ oTnV KatdoTaon XpnUaToolKovoulkAg ©Eong OTTwG gival To
KegpdaAaio Kivnong kail o Aeiktng Mevikng PeuoTdtntag.
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(iii) M£Bodog Tou Méoou TTabuikou (AVCO, Weighted Average Cost)

Me Baon auth Tn p€B0SO, Ta ATTOBEUATA ATTOTIMWVTAI OTO JECO KOOTOG TWV OI0B8ETINWY
ayaBwv TTou gival TTPog TTWANON KAtd Tn dIAPKEIQ TNG TTEPIOdOU. To YECO KOOTOG
utToAoyideTal WG €¢AG:

Total Inventory Cost
Total Units

AVCO (Méoog XtaBukog Opog) =

Total Inventory Cost / Total Units =€12.700 / 1 000 units = €12,70 per unit
Calculation of closing inventory

Closing Inventory: 440 units x €12,70 €5.588
Calculation of Cost of Sales

Total Inventory Cost €12.700
Less: Closing Inventory 30 April €5.588
Cost of Sales €7.112

XapaKTNPIOTIKA TNG HEBSGBOoU:

H péBodog autr) Teivel va oTaBpioel Tnv emidpaon atmmod TIG AUENOEIG KAl PEIWOTEIG
TOU KOOTOUG, €TTEIdN TO KOOTOG TOU TEAIKOU aATTOBEUATOG ETTNPEACETAI ATTO OAEG TIG
TINEG TTOU KaTABAAAOVTOI KOTA TN IAPKEIQ TOU £€TOUG Kal ATTO TO KOGTOG TOU apXIKOU
aTTOBEUaTOC.

[ Cost Fc}lrmm'as J

— @Imx —
First-in-first-out .
(FIFE

Werghted Last-in-first-out
average (LIFCY)

V' Permitted by 145 2 v Permitted by 1AS 2 3 Not permitted by I4S 2

v Oldest purchases v Unit cast = v Mewest purchases
sell first wizighted average sell first
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2.5 Z0oTnua d10pKOUG ATToypaP G aTTofeudaTWY Kal HéBodol
atrotipnong (Perpetual /continuous inventory system and
Inventory valuation methods)

O1rwg €xoupe avageépel, Pe BAaon autdé 1o oUOTNUA, O Aoyaplaoudg atroBéuara
(Inventory Account) evnuePWVETAI O€ ouoTNMATIKN BACN KAl LEXWPIOTA YIa KABE €id0g
ammoBéuarog ueTd aTrd KABe ayopd kal TrTapaAapn) (receipt) kal yeTd atmd KABe TTWANON
(issue).

To Kéotog NMwAnoswv (Cost of Sales) cuoowpevueTal KaBwG yivovtal TTWAACEIG Kal
OKOAOUBWG PETa®EPETAl ATTO TOV Aoyaplacpo AtroBéuata otov Aoyaplaoud KooTtog
MwAAocewv. To KOGOTOG TOU TEAIKOU aTTOBEPATOG €ival TO UTTOAOITTO TOU Aoyaplaouou
AtTo6épara.

lMNa Tnv atoTignon Tou ammoBéuarog dnNAadr Tov TTPOCdIOPICPO TOU KOOTOUG UTTOPOUV
vVa XPNOIYOTTOINB0oUV oI TTIo KATW PéEBodOI:

e ME£Bodog Mpwtn Eicaywyn-Mpwtn E¢aywyn (FIFO, First In First Out)

e MEBodo¢ TeAeuTaia Eicaywyni-MNpwtn E¢aywyn (LIFO, Last In First Out)
e ME£Bodog Tou Méoou 2T1aBuikou Opou (AVCO, Weighted Average Cost)

MNapddeiypa 1:

AivovTal Ta TTI0 KATW OTOIXEIO YIa hIa ETTIXEIPNON YIa TOV Priva ATTpiAIo:

April 1 Opening Inventory 160 units x €10,00
April 6 Purchases 440 units x €12,50
April 10 Sales 560 units
April 25 Purchases 400 units x €14,00
April 30 Closing Inventory 440 units

(i) MéBodog Mpwrn Eicaywyn-Mpwrtn E€aywyn (FIFO, First In-First Out)

H péBodog auth, 6TTwg £Xoupe NABEl, UTTOBETEN OTI:
» To KooTtog Twv MNMwAACEWV eKTINATAI HE TO KOOTOG TWV TTPWTWV ayadwyv TTou
ayopadovtal
» AtrotéAeopa: To TEANIKO amméBepa ekTINATAI JE TO KOOTOG TWV TEAEUTAIWY ayabwv
TTOU ayopadovTal
EdWw Opwg €ival onuavtikGé Kal armmapaitnto autd va  yiveTal akoAouBwvTag
XPOVOAOYIKH O€Ipd.
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FIFO (First In First Out) Inventory Alc
Purchases(receipts) | Cost of Sales Balance
Date (issues)
Units | Price | Total | Units | Price | Total | Units | Price | Total
per per per
unit unit unit
Apr. 1 160 10 1.600
Apr.6 | 440 | 12,50 | 5.500 160 10 1.600
440 | 12,50 @ 5.500
Apr.10 160 10 1.600 40 | 12,50 500
400 | 12,50 | 5.000
Apr.25 | 400 14 5.600 40 | 12,50 500
400 14 5.600
6.600* 440 6.100**

*To KéoTog MNMwAnoewv eival €6.600
**To Tehiké ATméBepua cival €6.100

ZHMEIQZXH: To FIFO periodic valuation= FIFO perpetual valuation

(i) MéBodog TeAeutaia Eicaywyn-Mpwrn E¢aywyn (LIFO, Last In-First Out)
H péBodog auth, 6TTwg £XoupEe NABEl, UTTOBETEN OTI:
» To KooTtog Twv MNMwAAcEwV eKTIHATAI JE TO KOOTOG TWV TEAEUTAIWY ayaBuwyv TTou
ayopadlovtal
» AtrotéAeopa: To TEAIKO atTOBePa eKTIUATAI JE TO KOOTOG TWV TTPWTWV ayabwv
TTOU ayopadovTal
EdWw O6pwg, kal TTAAI, €ival amapaitnTo va yiveral akoAouBwvTag Tn XpOovoAoyiIkn
ogIpd TWV CUVAAAQyWV.

LIFO (First In First Out) Inventory Alc
Purchases Cost of Sales Balance
Date | Units | Price | Total | Units | Price | Total | Units | Price | Total
per per per
unit unit unit
Apr. 1 160 10 1.600
Apr.6 | 440 | 12,50 | 5.500 160 10 1.600
440 | 12,50 | 5.500
Apr.10 440 | 12,50 | 5.500 40 10 400
120 10 1.200
Apr.25| 400 14 5.600 40 10 400
400 14 5.600
6.700* | 440 6.000**

*To KéoTog MNwAnoewv eival €6.700
**To TeAiké ATréBepa cival €6.000
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(iii) MéEBodog Méoou ZtaBuikou (Weighted Average Cost or AVCO)

Me Bdon auth Tn péBodO, 0 HECOG OTABUIKOG OPOG UTTOAOYICETAI WG EENG:
» META atrd KABe ayopd yia 6Agg TIG povadeg (units) ammoBEuarTog
» n eCaywyn (issue ) yivetal otnv TIWAR autr (average cost)
» 710 utohoitto (balance) Tou amoBéuarog atroTiydral 0TV TIUA QUTH
(average cost).

(iii) AVCO
Inventory Alc
Date Details Units Price per unit Balance
Apr. 1 Opening Inventory 160 10 1.600
Apr. 6 Purchases 440 12,50 5.500
600 11,83 7.100
Apr.10 Cost of Sales (560) 11,83 (6.625)*
40 11,83 475
Apr.25 Purchases 400 14 5.600
Closing Inventory 440 13,81 6.075**

*To KéoTog NMwAnoewv (Cost of Sales) cival €6.625
**To Tehiké ATméBepa (Closing Inventory) sival €6.075
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2.6 Emidpaon tng Kabe pedédou ota KEPON
(Inventory valuation and profits)

2uvexidovtag 1O MO TTAVW TTaPAdeIyua Kal UuTToBETovTag OTI oI TTwANoEIS (Sales) yia
Tov prva AtrpiAio Atav €10.000, o o KAtw TTivakag dgixvel TTwg ol péBodor (FIFO,
LIFO, AVCO) emdpouv ota PIKTA KEPON (Gross profit), Ta otroia Ba eTnpedoouv oTOV
id10 BaBuo6 Ta KaBapd kEpdn (Net profit).

Statement of Profit or Loss for the month of April

FIFO LIFO AVCO
Sales 10.000 10.000 10.000
Less: Cost of Sales
Opening Inventory 1.600 1.600 1.600
Purchases 11.100 11.100 11.100
Closing Inventory (6.100) (6.000) (6.075)
COST OF SALES—> 6.600 6.700 6.625
Gross Profit 3.400 3.300 3.375

KaBwg o ATTpiAng ATav évag punvag Je aignon oTig TIMEG, O TTIO TTAVW TTiVAKAG OEiXVEI
611 n LIFO (n otroia mrepIAauBAvel TIG TTI0 TIPOCQATEG TIMEG OTO KOOTOG TTWARTEWV) EXEI
WG atmmoTéAeopa Ta XapnAoTepa HIKTa KEPON (Gross Profit).

AvtiBeta, n FIFO (n otroia trepIAQUBAVEl TIG TTPWTEG TIUEG OTO KOOTOG TTWARCEWV)
Onuioupyei Ta HEYOAUTEPO MIKTA KEPDN.

Me Bdon Tnv AVCO, 1a pIKTa KEPON BpiokovTtal peTagu autwv tnG FIFO Kkai Tng
LIFO.

21NV TTEPITITWON O1ToU Ba UTTApPEoUV PEIWOEIS OTIG TINEG, N LIFO Ba d¢itel peyaAuTtepa
kéEpdN o€ oxéon pe T FIFO, emeidf 10 KOOTOG TTWANCEWYV Ba gival HIKPOTEPO.

2HMANTIKO: WnA6 k60106 TWAROEWYV (HIKPO TEAIKO a1TéBEpa)
XOMNAOG pIKTO KEPDOG

Mikp6 K60TOG TTWARCEWYV (MEYAAO TEAIKO ATTOBEp)
# MEYAAUTEPO HIKTO KEPSOC
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2 AZKHZEIZ KEDAAAIOY
REVIEW QUESTIONS

QUESTIONS

1. Na e€nynoete 1n dla@opd peTagu MNepiodikou kal Alopkoug ZUOTNUATOG ATTOYPAPS
ammoBeudTwy.

(What is the difference between a perpetual and periodic inventory valuation system)

2. Na g&nynoete Tov Kavovag 1ng XapnAoTepng TiuAg petagu KéoTtoug kai Ayopaiag
Agiag - Cost Vs NRV (Net Realisable Value)

3. Moieg p€Bodol atroTipnong ival amodekTéG aTTd Ta AlEBvA MpdTuTTa Avagopdc-
IAS 2 inventories.
(Which methods of inventory valuations are acceptable under IAS 2 inventories?)

4. Na dwoeTe dUO XOpAKTNPIOTIKA TNG:

(@) MeBodou MNMpwtn Elcaywyn-Mpwtn E¢aywyn (FIFO, First In-First Out)
(b) MeBodou TeAeutaia Eilcaywyn-Mpwtn E¢aywyn (LIFO, Last In-First Out)

5. Na g&nynoete TTwg ptropei pia alAayr) otn péBodo atoTipnong amofeudTwy

va eTTNPEACEl Ta KEPDN.
(How might a change in inventory valuation affect the profit?)
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MULTIPLE CHOICE QUESTIONS

For each question, choose and circle the best answer A, B, C, or D

1. Stella valued her inventory at 30 June 2018 at its cost of €22.960. This includes
some items which cost €1.950 which have been hard to sell. Stella intends to have
these items repacked at a cost of €450. This will allow her to sell them for €900.

What will be the value of closing Inventory in Stella’s accounts?

€22.960
€21.910
€21.460
€21.010

oo w»

2. Petros owns a business selling mobile phones. He has 2 000 mobile phones and
500 cases in stock which are sold for €250 and €50 respectively. The cost of
distribution for the mobile phones and cases is €15 per unit.

What is the net realisable value of the inventory?

A. € 562.500
B. € 487.500
C. €525.000
D. € 625.000

3. Olympia has the following inventory movements during August.

Units € per unit
Opening inventory 40 9
August 2 Receipts 60 10
August 12 Issues 50 -
August 15 Receipts 70 11
August 20 Issues 45 -
August 26  Receipts 80 11

What is the value of closing inventory assuming that Olympia values her inventory

on a FIFO basis?
A. €1.615
B. €1.655
C. €1.700
D. €1.705
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EXERCISES

1. Cole’s business sells three products X, Y and Z. The following information was
available at the year-end:

X Y Z
€ € €
Cost 7 10 19
Net realizable value (NRV) 10 8 15
Units 100 200 300

REQUIRED: Calculate the value of the closing inventory.

2. The inventory of Performers Ltd includes the following lines that the business
is finding difficult to sell:

Line Cost Selling price
€000 €000
Alfa 500 375
Beta (see note below) 200 220
Note
The Beta requires repairs costing €95.000 to allow them to be sold for
€220.000

REQUIRED: Calculate the value of the above inventory lines for inclusion in the
Financial Statements

3. Marcelina Theanous Ltd sells three product — Basic, Super and Luxury.
The following information was available on the reporting date:

Basic Super Luxury
€ per unit € per unit € per unit

Original cost 6 9 18
Estimated selling price 9 12 15
Selling and distribution 1 4 5
costs

Units Units Units
Units Unsold 200 250 150

REQUIRED: Calculate the value of the inventory at the reporting date.
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4. Tom Sawyer provides the following information for January. Tom purchases
and sells water purification systems. Tom had four pieces in stock at 1 January
which cost €200 each. The transactions for January are shown:

Date Purchases Sales
January 6 3
January 8 5 at€210
January 13 4
January 17 12 at €220
January 26 10
January 30 3

Tom uses the periodic system in recording the inventory movements.
REQUIRED: Calculate the value of closing inventory, using:

(a) The firstin, first out’ method (FIFO)
(b) The ‘last in, first out’ method (LIFO).

5. Emily started business on 1 January and provides details of the following
transactions:

1 January purchased 5 units at €4 each
3 January purchased 5 units at €5 each
4 January purchased 5 units at €5,50 each.

She then sold 7 units for €10 per unit on 5 January.
Emily uses the periodic system in recording the inventory movements.
REQUIRED:

a) Calculate the value of closing inventory at the end of the first week of
trading using the FIFO AND AVCO methods

b) Prepare the Statement of Profit or Loss for the first week of trading under
both FIFO and AVCO.

6. Peter buys and sells washing machines. He has been trading for many years.
On 1 January 2016, his opening inventory was 30 washing machines which cost
€9.450. He purchased 65 machines in the year amounting to €21.450 and on
31 December 2016 he has 25 washing machines left in inventory with a cost of
€8.250. Peter has sold 70 machines with a sales value of €29.400 in the year.

REQUIRED: Calculate the Gross Profit for the year ended 31 December 2016.
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7. The following information relates to the purchases and issues of kitchen tables
during August year 7. At 31 July year 7 there were no stocks of kitchen tables

Date Purchases Sales
August 5 2 at€16
August 15 1
August 17 4 at €17
August 21 3
August 27 7 at €18
August 31 6

The selling price of a kitchen table during August was €40.

REQUIRED:

(a) Calculate the value of closing inventory of kitchen tables at 31 August year,
using:
(i) The firstin, first out’ (FIFO) method of valuing inventory
(i) The ‘last in, first out’ (LIFO) method of valuing inventory
Use a periodic calculation for each method.

(b) Prepare a Statement of Profit or Loss for the month ending 31 August for
each method, using your results from (a).

8. Using the following transactions, calculate the Cost of Sales with the following
methods, assuming that a perpetual system is in use:

(i) FIFO

(ii) LIFO

(ii)AVCO
May 1 Inventory 120 units x €8
May 5 Purchases 200 units x €10
May 6 Sales 220 units
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9. You are given the following inventory movement for product X5 for the year
ended 31 December 2017:

Jan.1  Opening inventory 200 units at €5 each
Feb.4 Sold 120 units at €20 each

Mar.8  Sold 10 units at €20 each

May 5 Purchased 100 units at €5,10 each
Sept.9 Purchased 50 units at €5,20 each

Nov. 16  Sold 110 units at €20 each

Dec. 12 Sold 10 units at €20 each

The business applies the perpetual system in recording the inventory
movements

REQUIRED: Calculate the cost of closing inventory under the:

(i) FIFO method
(i) Average Cost method

10. Rita Adams provides the following information for March. Rita purchases and
sells energy saving bulbs. There was no inventory in hand on 1 March. The
purchases and sales of bulbs are shown:

Date Purchases Sales
March 2 5at€4
March 7 4
March 12 17 at €5
March 21 15
March 24 10 at €6
March 30 7
REQUIRED:

Calculate the value of closing inventory at 31 March, using:

(a) The ffirstin, first out’ method (FIFO)

(b) The ‘last in, first out’ method (LIFO)

(c) The weighted average cost method (AVCO).

(d) Prepare the Statement of Profit or Loss in each case above

Rita uses the perpetual system in recording the inventory movements
The selling price per unit was €9 per unit.
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11. The following information is available for the purchases and sales of toys during
October year 6. At 30 September year 5, one toy costing €100 remained in stock.

Date Purchases Sales
October 4 6 at €100
October 7 4
October 12 5at€110
October 23 6
October 24 7 at€120
October 30 6

During October the selling price for toys was €200.
REQUIRED:

(a) Calculate the value of toys in stock, using:
(i) The ffirstin, first out’ (FIFO) method of valuing inventory
(i) The ‘lastin, first out’ (LIFO) method of valuing inventory
(iii) The weighted average (AVCO) method of valuing inventory

Use a perpetual method for each calculation

(b) Prepare a Statement of Profit or Loss for each method, using your
results from (a)
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12. P. Petrou carries a single type of inventory for which the following transactions
took place during 2016.

Year Units Purchase Selling Price
2016 Price (€) (€)

Jan. 1 Balance 100 5

Feb. 22 Purchases 80 7

Mar. 27 Sales 60 13

Aug. 10 Purchases 55 8

Oct. 14 Purchases 30 9

Nov. 15 Sales 70 15

REQUIRED:

(a) Write up the Inventory Account under the following methods, assuming
that a perpetual inventory system is in use:

(i) FIFO
(i) LIFO
(iii) AVCO

(b) Calculate the value of closing inventory assuming that a periodic
inventory system is in use:

(i) FIFO
(i) LIFO
(iii) AVCO

(c) Prepare the Statement of Profit or Loss for the year ended 31
December 2016 under each of the perpetual and periodic systems.
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MANUFACTURING

BIOMHXANIKEZ ENIXEIPHZEIZ
3. (MANUFACTURING ACCOUNTS)

META TH MEAETH AYTOY TOY KE®AAAIOY OA TPETIEI NA EIZTE 2E OEZH:

e Na avriAauBaveore 1 onuacia 1n¢ ouvraénge rtou Aoyapiacuou
lMapaywyng yia 1ic BIounNXavikéS EMIXEIPHOEISC

e Na karavoceire kai va gényeire tn oiapopd ueTalu TwWV AUECWYV KAl TWV
Euuesowyv damavwy og oxEoN UE TV TTApAywyn

e Na karavoeire kai va utroAoyilsre To Apxik6 K6orog mapaywyns

e Na mpocroiualere 10 Noyapiaocuo lMapaywyns kai va urmoAoyilsre 10
KOOTOG Tmapaywyng Evog mpoiovrog

e Na karavoceite Kai va KAvere tnv opOn karavoun rwv e§60wv peraéu rou
Noyapiaouou Mapaywyng kai 1n¢ Karaoraong AmoreAsoudrwyv

e Na croiualsre tnv Karaoraon AmoreAsoudrwv perd tn ouvraén tou
Noyapiaocuou lNapaywyns

3.1 Manufacturing account — Aoyaplacuog NMapaywyng

2€ autd 1O KEPAAaIo Ba aoxoAnBoupe

ME TIG BIOUNXAVIKEG ETTIXEIPATEIG.

Mia Blounxavikr €mixeipnon cuvoudadel

TIPWTEG UAEG, €pyaTtika Kal AAAoOug

TTapaywyikoug  TTépoug  yia  Tnv

TTapaywyn TTPOIOVTWYV OTTWG

auTtokivnTa, ETTITTAQ Kal aA\a

KATavOAWTIKA ayaBd 1 tmapaywyikd

ayaBda. O1  emIXEIPAOEIG  AUTEG

eToINACouV ekTOG atro TNV Kardotaon AtroteAeopdaTtwy (Statement of profit or loss),
Tov Noyapiacpd Mapaywyng (Manufacturing Account) yia eowTepIKA Kal pdvo
XpAon a@ou evdlapépel uOvVo Toug IBIOKTATEG Kail T dieuBuvon.

O okomo¢ TnG ouvTagng Tou Aoyaplacpou auTou €ival O UTTOAOYIOMNOG TOU
KOOTOUGS Tapaywyns Twv Tpoidviwyv TTou TTapdyel pia etmixeipnon (the cost of
producing goods) kai To K60TOG avé povada TTpoidvTog (cost per unit)

To k6oTOG TTapaywyng HETAPEPETAI aKOAOUBWGS oTnv Katdotaon ATToTEAEOUATWYV
(Statement of profit or loss) kai avTikaBIOTA TIG ayopEg TNG eTixEipnong. Karroleg
POPEG OPWG, OTTWG Ba doUue OE PUETAYEVEOTEPO OTADIO, N EMIXEIPNON UTTOPEI,
EMITPOOBeTA amé TNV mapaywyn mpoiovrwyv, va ayopdlesl kKai Eroiua
mPOoIovVTa mMPog MwWANoN amo e§WTEPIKOUS TTPOUNOEUTEGS.
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3.2 Karnyopieg datravwyv tmrapaywyng (Division of manufacturing
costs)
MNa v TTapaywyr OTToIoOUdATTOTE TTPOIOVTOG atTalTouvTal datrdveg. Or datTaveg
auTtég OlakpivovTal O€ OIAPOPEG KATNYOPIEG avAAoya MPE Ta KPITAPIA TTOU
AapBavovtal wg Bacn. Me kpITAPIO TOV TPOTTO EVOWHATWOTG TOUG OTO KOOTOG
Ta £600a TTapaywyng dlakpivovTal oTIg aKOAOUBEG KOTNYOPIEG:

(a) Apeoeg dartraveg rapaywyng (Direct manufacturing costs).

Eivar o1 damdveg ToU emiBapuvouv aueoa (amrsuBegiag) TO KOOTOS
mapaywyng. H emixeipnon eival g 6€on va yvwpidel, TTOOEG ANECES BATTAVEG
XPEIAZeTaI KAOE HOVADA TOU TTAPAYOHUEVOU TTPOIOVTOG KAl QUEAVEl avAAoya e
autd 10 KOOTOG TTapaywyns. Ta mapddeiypa, yvwpicel 1é6on TTPWTN UAN
XPEIGZeTal yIO TNV TTAPAYWYH MIAG MovAdag £vOG TTPOIOVTOC. TETOIEC DATTAVES
gival ol TTpwTEG UAEG (raw materials), Ta HETAPOPIKA TWV TTPWTWYV UAWV (carriage
inwards), Ta nuepouioBia TTou TTANpwOnNKav yia opiopévn TTapaywyr (direct
wages, or manufacturing wages, or productive wages).

O1rwg @aivetal Kal oTo oXedIAypaPUa TTOU akKoAouBEi To GUVOAO TwWV APECWV
dartravwy ovoualeTal apXikoé K6oTog (Prime cost)

(B) Eppeoeg darraveg mapaywyngs (Indirect manufacturing cost or
factory overhead)

Eival o1 datrdveg ) pEPOG Twv dATTAVWY TTOU ETTNPEACOUV TNV TTAPAYWYH OAAd TO
TTOOO UE TO OTTOio TrPETTEl VA ETIRAPUVOEI N KABE povada Trapaywyng dev
gival e0KoAo va KaBopioTei pe akpipela. Acv gival EUKOAO yia TTapAdEIyUa, va
KaBopIoTei he akpiBeia 1o TTo00d TNG ATTOORECNG PIAG UNXAVIG TTAPAYwYNS 1 Tou
MIOBOoU Twv dIEUBUVTWYV TTAPAYWYAG, UE TO OTTOIO TTPETTEI va ETTIBAPUVOEI N KABE
Movada TTpoidvTog TTou TTapdyetal. Or 1o ouvnBIOUEVEG EUPETES BIOUNXAVIKEG
datraveg gival Ta kavuoiua (fuel and power), ol ATTOORECEIC TWV EYKATACTACEWV
Kal Twv pnxavnuatwv (depreciation of plant and machinery), o uic646¢ TOU
Oleubuvtl Tou TPAuaTOoG Trapaywyns (production manager's salary), Ta
aoc@aMoTpa Tou gpyooTaciou (factory insurance), Ta £¢oda €mdIOPOBWONG Kal
ouvTAPNONG TWV huNXavnuatwy (repairs and maintenance of machinery), éyueoca
nuepouioBia (indirect wages), Ta yevikd £€oda Tou gpyooTtaciou (general factory
expenses), Ta evoikia Tou epyooTtaciou (factory rent) k.@.

Me Bdaon T1a £€€o0da TTou £x0ouv evowuaTwoei o auTd, To KOOTOG dIAKPIVETAI O€:
@ Apxikd K6oToG (Prime cost)

@ KooTtog mapaywyng (Cost of production or factory cost)
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3.3 Apxiké ké60oT10G (Prime cost) kKail KOOTOG TTAPAYWYRAS

ApXi1k6 k60TOG (Prime cost)

Eival To k6oT10G TTOU TTEPIAQUBAVEI TIG TTPWTEG UAEG, TTOU KaTtavaAwenkav (direct
materials), Ta dueoca epyaTika (direct labour), kai dAa dueca £€oda (direct
expenses).

Manufacturing Al/c
Direct Materials

Direct Labour
Direct Expenses
PRIME COST

X [X X X

KéoTtog Trapaywyng (Cost of production or factory cost)

Eival To K60TOG TTOU TTPOKUTITEL, AV OTO APXIKO KOOTOG TTPOCTEBOUV Ta EUUETT
Biounxavikd k6ot ( Indirect manufacturing cost or factory overhead ).

Cost of production = Prime cost + Factory overheads

( PRODUCTION COST |

MATERIAL LABOUR EXPENSES

11 b1 b1
DIRECT INDIRECT DIRECT INDIRECT DIRECT INDIRECT

Direct material

Direct labour Prime cost
Direct expenses

Add __ Production Cost
Indirect material
Indirect labour

Indirect expenses
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EXAMPLE In the case of furniture manufacturing business

Direct material The wood and metal for making the
furniture

Indirect material The lubricant oil for the machines and
cleaning material for cleaning the factory
area

Direct labour The wages paid to machine operator for
making the furniture

Indirect labour The wages of cleaners or supervisor

Direct expenses The patents and royalties, hire of special
machinery

Indirect expenses The factory rent and power, and the

depreciation of plant and machinery

PRIME COST = DIRECT MATERIAL + DIRECT LABOUR + DIRECT EXPENSES

COST OF PRODUCTION = PRIME COST + FACTORY OVERHEAD

DIRECT COST: EmiBapuvouv dueca 1o K6oToG MNMapaywyng
Directly related to a unit produced

INDIRECT COST: Aev cival eUKoAo va KaBopioTei pe akpiff€ia 1o Tooo e TO

otroio Trpétrel va eTIfapuvOei n KABe povdada TrTapaywyng
Not related directly to a unit produced
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WORKED EXAMPLE

Elena Roberts produces calculators from components purchased from Singapore.
Her workers assemble the components using a German design for which she pays
royalties.

She provides the following information for the year ended 30 September 2017:
Manufacturing royalties €7.500, purchases of components €457.300, inventory of
components as at 1 October 2016 €17.450, inventory of components as at 30
September 2017 €26.100, manufacturing wages €317.520, indirect costs €26.720.

REQUIRED: Prepare the Prime section of the manufacturing account for the year
ended 30 September 2017 for Elena Roberts.

Answer: Elena Robert
Manufacturing account (Prime section) for the year ended 30 September 2017

Direct materials € €
Opening Inventory 17.450
Purchases 457.300

474.750
Less: Closing Inventory

(26.100)
Cost of material used 448.650
Direct labour
Manufacturing wages 317.520
Direct expenses
Manufacturing royalties 7.500

PRIME COST 773.670
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3.4 Huikatepyaopéva lNMpoidvra (Work in progress)

2TIC  PBIOUNXAVIKEG  ETTIXEIPACEIS MIA  TTOOOTNTA

TPWTWV UAWV BéxeTal Katmola emmeepyacia Kal

ouvnBwg, PEXPI TO TEAOG TOU AOYIOTIKOU £TOUG OeV

EXEl AKOUN TTAPEl TNV TEAIK MOPYr} TOU ETOIUOU

TPOIOVTOG. AUuTA OVONACOoVTal «NUIKATEPYAOUEVA

TpoiovTay. H TTapaywyn Twv TTPOIOVIWY QUTWV

OAOKANPWVETAI TO ETTOUEVO €TOG OTO TEAOG TOU

oTroiou Ba umdpxouv AGAAO  NUIKATEPYAOHEVA

TTpoiévIa.

To K6OTOG TOU apXIKOU OTTOBEUATOG TWV NUIKATEPYOAOUEVWY TTPOIGVTWY TTPOCTIOETAl
OTO KOOTOG TWwV TIPOIOVIWY, O@OU aTTOTEAEI PEPOG TOU KOOTOUG TTapAyWYNS TNG
TpEXouoag AOYIOTIKNG TTEPIOOOU, EVW) EKEIVO TOU TEAIKOU QTTOBEUATOC agalpeiTal, yioTi
Ba atroTeAéoel HEPOG TOU KOOTOUG TTAPAYWYNG VIO TNV ETTOPEVN AOYIOTIKH TTEPIODO.

WORKED EXAMPLE

The following balances were extracted as at 31 December 2017 from the books
of A Simon, a manufacturer of kitchen furniture:

€(000)
Purchases of raw materials 2470
Manufacturing wages 1.380
Manufacturing royalties 37
Supervisors’ wages 87
Carriage inwards 3
Factory rent 60
Factory power 30
Other factory overheads 27
Depreciation of machinery 42
Inventory of raw material as at 1 January 2017 99
Inventory of raw material as at 31 December 2017 111
Inventory of work in progress as at 1 January 2017 28
Inventory of work in progress as at 31 December 2017 24
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A Simon
Manufacturing a/c for the year ended 31 December 2017

Direct materials €(000) €(000)

Opening Inventory 99

Purchases 2.470

Carriage Inwards 3 2473

2.572

Less: Closing Inventory a11)

Cost of material used 2.461

Direct labour

Manufacturing wages 1.380

Direct expenses 37

Manufacturing royalties

PRIME COST 3.878

Factory Overheads/Indirect costs

Supervisors wages 87

Factory rent 60

Factory power 30

Other factory overheads 27

Depreciation of plant and machinery 42 246
4124

Work-In-Progress:

Opening Inventory 28

Less: Closing Inventory (24) 4

Production cost of goods completed 4.128
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3.5 Képdog armrd tnv rapaywyn (Manufacturing Profit)

Eival To 1000 110U TTPOCTIBETAI 0TO KOOTOG TTAPAYWYNG AV UTTOTIBEUEVO KEPDOG. To
oo autd atro@acifeTal amd Tn dloiknon Kal gival ouvRBwg n diagopd PeTagu Tou
KOOTOUG KATOOKEUNG Twv ayabwyv atrd Tnv eTmxXeEipnon Kal Tou KOOTOUG ayopds Twv
idlwv ayaBwv oTtn TEAIKA TOUG hop@r) atrd TTPouNBeuTES (auTO TTAvTa Ba diveTal oTnV
epwTtnon av xpeiacetar). MpooTiBeTal 0To KOOTOG TTAPAYywynSG oTov  Aoyaplaouod
Mapaywyng kabwg kal oto MIKTO KEPOOG OTNV KATAOTAON OTTOTEAEOUATWY, aAPOU
Bewpeital TTPOCOETO £1000NUa aTTé TN YETATTOINON,

It is the percentage to be added to the cost of production as profit. The amount is
decided by the management and it is usually the profit made from manufacturing the
goods instead of buying them at their finished stage (it will usually be given in the
question if necessary). It is added on the production cost and treated as additional
income from manufacturing in the Statement of Profit or Loss)

STATEMENT OF PROFIT OR LOSS

€ €
Sales X
Less cost of sales:
Opening Stock of finished goods X
Purchases of finished goods X
Transfer price of goods manufactured X
Less closing cost of finished goods (x) (x)
Gross Profit X
Add: Manufacturing profit X X
X
Kartavoun e€60wv (Apportionment of expenses)
ApKeTG ouyva Ta £6000 KATAVEPOVTAI WG EENG:
(a) ‘Eppeoeg datrdveg rapaywyng (Indirect manufacturing cost) === }» N\oyapiaouog
Mapaywyng

(B) i. 'E€¢oda Aioiknong (Administration Expenses)
ii. ' E¢oda NwAnong kai Aiavopns (Selling & Distribution Exp’s) . KatdoTtaon
iii. ' E¢oda Xpnuatoddtnong (Finance cost) ATTOTEAEOUATWV

‘Eva mTapddeiyua, €ival To €EVOIKIO TTOU TTANPWVEI N €TTIXEIPNON. Z€ TTEPITITWON TTOU
yiveTal EexwPIOTA TTANPWWN YIO TO €VOIKIO TOU €PYOOTACIOU KOl TOU KTnpiou OTTou
oteyadetal n dloiknon, N yivetal n TTWANON Kal n dlavour Twv TIPoIdVTWY, Oev
onuioupyeital TPORANUa . OTav OUWG YiveTal YiIa TTANPWHN Kal yia Ta dUO XPEIAleTal
va Yivel N avaAoyn KaTtavour) Tou €VOIKiou.

O 1m0 cUVNBIoPEVOG TPATTOG YIa va Yivel dikain KATAVOWPN O€ AuTr TNV TTEPITITWON €ival
n €KTaon TNG ETMQAVEIOG TTOU KaTaAaupBAavel 1o KABE éva. ZTIGC AOKAOCEIG ouvrhBwg

divovtal odnyieg yia Tnv kKatavoury toug pe Bdon kamoia avaAoyia (basis of
apportionment).
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3.6 PROFORMA MANUFACTURING A/C
Direct materials

Opening Inventory X

Purchases X

Less: Purchases Returns (x)

Carriage Inwards X

X

Less: Closing Inventory (x)
Cost of material used - X
Direct labour
Manufacturing wages X
Direct expenses
Manufacturing royalties X
PRIME COST - x
Factory Overheads/Indirect costs
Indirect wages X
Indirect labour X
Factory rent X
General factory expenses X
Depreciation of plant and machinery X X
Work-In-Progress:
Opening Inventory X
Less: Closing Inventory (x) X
Production cost of goods completed X
Add : Manufacturing profit -
Transfer price of goods completed transfer to Statement x

of Profit or Loss
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Emregnynoeig opoloyiwv (Explanations of terms):

Direct material

MpwTn UAN yia TNV TTApAywyr] TWV TTPOIOVTWY, Yia TTapAadelyua,
¢uAo, oidnpo, upaoua

Material from which goods are made, for example wood, iron,
cloth

Indirect material

MpwTtn UAN TTOU XPNOIYOTTOIEITAI OTO £PpYOO0TACIO, aAAG OxI yia
TNV TTapaywyr Twv TIPOIOVIWY, Via Tapadelyya  UAIKG
KaBapiopou, AITTavTIKO £AAIO yIa TA UNXavhuaTa

Materials that are do form part of production, for example cleaning
material, lubricating oil for machinery

Direct labour

Ta nuepouioBia Twv EPYATWYV TTOU £XOUV APEDT OXEON HE TNV KATA(
TWV TTPOIOVTWYV
The wages of the workers who actually make the goods

Indirect labour

Ta NUEPONIOBIa TWV EPYATWYV TTOU BEV £XOUV ANECH OXECN ME TNV
KATAOKEUR TWV TTPOIGVTWY, YIa TTapAdElyua, Ta nUEPOMicBia Tou
ETMOTATN ] TWV KOBAPIOTWV

The wages of factory workers who do not actually make the
goods, for example factory supervisor, factory cleaners

Direct expenses

Apeoa ££0d0a OTTWG oTaBEP TTANPWHN ava povada TTPoIdvTog,
yla  TTapAadelyua, 1o SIKAIWUATA EUPECITEXVIAG, Ta TEAN adEIV
K.ATT.

Fixed payment for every unit produced, for example

Royalties, license fees etc.

Indirect expenses

‘Eppeca €€0da yia Ta oTroia €ival SUOKOAO va KaBoploTei pe

akpifela To Tood TTou avaAoyei e KABe povada TTapayouEVoU
TTPOIOVTOG

Factory rent, heating and lighting, depreciation of factory
buildings and machinery

Work in progress

Huikatepyaopéva Mpoidvta

Eival o1 TTpwTeG UAEG TTOU €XOUV UTTOOTEI KATTOIO ETTEEEPYQTIQ
aANG Oev €XOuv aKOUN TTAPEl TNV TEAIK POP@r TOu ETOINOU
TTPOIOVTOG.

Work in Progress or Partly Manufactured Goods

Part of the goods in production that have not yet fully produced

To KOOTOG TOU apyIKOU OTTOBEPATOG TTPOOTIOETAI OTO KOOTOG
TTAPAYWYNG TWV TIPOIOVIWY, €VW TO KOOTOG TOU TEAIKOU
aTTOB£uaATOC aPaIpEiTal
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Categories of Inventories given in a manufacturing question:

Opening inventory Closing inventory
Raw Materials Manufacturing A/c Manufacturing & SOFP
Work in Progress Manufacturing A/c Manufacturing & SOFP
Finished Goods Statement of P or L Statement of P or L & SOFP

3.7 FULLY WORKED EXAMPLE 1

Terra Ltd is a manufacturer. The following summary of balances was extracted
from the business books on 31 December 2017:

€
Purchases of raw materials 246.120
Manufacturing wages 195.600
Depreciation charges for the year:
Factory premises 8.000
Factory machinery 15.000
Inventory at 1 January 2017:
Raw materials 16.300
Work in progress 21.500
Finished goods 90.240
Factory rates 15.600
Factory insurance 15.500
Factory light & heat 19.220
Factory power 26.680
Additional information:
1. Inventory at 31 December 2017: €
Raw materials 18.020
Work in progress 22.000
Finished goods 96.000
2. Factory wages due 4.724
Factory rates prepaid 1.265

3. Components are transferred from the factory to the Statement
of Profit or Loss at cost plus 20%.

REQUIRED:

Prepare the Manufacturing Account for Terra Ltd for the year ended 31 December 2017,
showing the amount to be transferred to the Statement of Profit or Loss.
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Terra Ltd
Manufacturing Account for the year ended 31 December 2017

€ €
Raw materials

Opening inventory of raw materials 16.300
Purchases 246.120

262.420
Closing inventory of raw materials (18.020)
Raw materials consumed 244 .400
Wages (195.600 + 4.724) 200.324
Prime cost 444.724
Factory overheads
Rates (15.600 - 1.265) 14.335
Insurance 15.500
Power 26.680
Light & heat 19.220
Depreciation 23.000 98.735

543.459

Work in progress
Add: Opening inventory 21.500
Less: Closing inventory (22.000) 500
Production cost of goods completed 542.959
Manufacturing Profit (542.959x20%) 108.592
Transfer price of goods completed transfer to 651.551

Statement of Profit or Loss
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3.8 FULLY WORKED EXAMPLE 2

The following Trial Balance was extracted from the books of Elton Johnson, a

manufacturer, on 31 December 2016:

DR CR
Plant and Machinery 50.000
Capital 120.000
Furniture 7.800
Inventory 1 January: Raw materials 38.400
Work in progress 5.600
Finished goods 62.300
Loan 50.000
Trade receivables 20.500
Trade payables 28.900
Purchases of raw materials 65.200
Sales 348.700
Carriage inwards 3.100
Direct wages 41.100
Indirect wages 20.700
Rent and rates 14.800
Delivery vans 35.300
Factory insurance 1.400
Machinery repairs 4.300
Salesmen's salaries 38.600
Delivery van's expenses 5.200
Interest on loan 3.400
Works manager's salary 33.600
Office salaries 48.300
Bank charges 900
Office lighting and heating 1.500
Factory power 3.600
Sundry administration expenses 800
Advertising 3.200
Drawings 8.300
Cash at bank and in hand 29.700
547.600 547.600
Notes:
(1) Inventories on 31 December 2016:
Raw Materials 40.300
Work in Progress 7.140
Finished Goods 68.500

(2)

Depreciate plant and machinery and delivery vans by 10% and furniture by 5%

(3) Rent and Rates are to be apportioned as follows:

Factory

Administration

(4) Make an allowance for irrecoverable

4/5
1/5
debts to 5% of receivables

(5) The loan is due for payment on 31 March 2020
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REQUIRED:

Prepare for Elton Johnson the:
(a) Manufacturing account for the year ended 31 December 2016
(b) Statement of Profit or Loss for the year ended 31 December 2016
(c) Statement of Financial position as at 31 December 2016.

Elton Johnson
Manufacturing Account for the year ended 31 December 2016

Raw materials: € €
Opening inventory 38.400
Purchases 65.200
Carriage inwards 3.100
68.300
Less: closing inventory (40.300)
66.400

Cost of raw materials used

Add Direct wages

41.100

PRIME COST 107.500
Add Factory overheads:

Works manager's salary 33.600

Depreciation of Plant and Mach. (50.000x10%) 5.000

Rent and Rates (14.800X4/5) 11.840

Indirect Wages 20.700

Factory Insurance 1.400

Factory Power 3.600

Machinery repairs w80 80.440

Work in progress

Opening work in progress 5.600

Less: Closing work in progress (7.140) (1.540)

Production cost of goods completed 186.400
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2HMEIQZH:

2TNV TTEPITITWON TTOU TA TTAPAYOPEVA TTPOIOVTA €ival VOGS TUTTOU (OUOIOUOPQQ) UTTOPEI
Va UTTOAOYIOTEI KAl TO KOOTOG MNapaywynig Katd povada mpoidvTog (cost per unit). Autd
EMTUYXAVETAI, AV TO KOOTOG TTapaywyn¢s diaipebei pe Tov apiBud Twv Ppovadwy TTou
TTapaxdnkav. 210 Mo TTavw TTapadelypa o Aoyaplacuog «Mapaywyr» degixver Ot TO
KOOTOG TTapaywyng eival €186.400.

Av utroTteBei 611 n Tapaywyn Atav 2 330 povadeg (units) TTPOIOVTOG, TOTE TO KOOTOG
Katd povada eival €80 (€186.400 + 2 330)

Elton Johnson
Statement of Profit or Loss for the year ended 31 December 2016
€ € €
Sales 348.700
Less Cost of sales:
Opening inventory of finished goods 62.300
Production cost 186.400
248.700
Less Closing inventory of finished goods (68.500) (180.200)
Gross profit 168.500
Less expenses
Office Salaries 48.300
Salesmen's salaries 38.600
Rent and Rates 2.960
Office Light and Heating 1.500
Sundry administration expenses 800
Depreciation: delivery vans 3.530
furniture 390
Delivery vans expenses 5.200
Advertising 3.200
Allowance for receivables 1.025
Interest on loan 3.400
Bank Charges 900 (109.805)
Net Profit for the year 58.695

2npeiwon: To mpwrto pépog Tou Statement of Profit or Loss, oto otroio yiveral o
uttoAoyiopog Tou Gross Profit), atroteAei To Trading Section Tou Statement.
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Elton Johnson

Statement of Financial Position as at 30 June 2016

cost | Agum [Capies
Non-current assets
Plant and Machinery 50.000 5.000 45.000
Furniture 7.800 390 7.410
Delivery Vans 35.300 3.530 31.770
93.100 8.920 84.180
Current assets
Inventory: Raw materials 40.300
Work in progress 7.140
Finished goods 68.500 115.940
Trade receivables 20.500
Less Allowance for receivables (1.025) 19.475
Cash at bank and in hand 29.700 165.115
Total Assets 249.295
Capital & Liabilities
Capital at start 120.000
Add: Net Profit 58.695
178.695
Less: Drawings (8.300)
170.395
Non-Current liabilities
Loan 50.000
Current liabilities
Trade payables 28.900
Total Capital & Liabilities 249.295
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3

AZKHZEI2 KE®AAAIOY
REVIEW QUESTIONS

EXERCISES

1. Mars & Co are manufacturers of woolen sweaters.
Place a tick beside the expenses that would be used to prepare the prime cost
section of the manufacturing account of Mars & Co.

Sales staff wages

Purchases of wool

Office heating and lighting expenses

¢

* & & 6 o o

Wool dyes

Managers’ salary
Rent of canteen
Knitting machine operatives’ wages

2. Fanos manufactures radios from components bought from around the world.
The following information relates to the year ended 31 August 2017

YV VYV

REQUIRED:

Inventory of components as at 1 September 2016 €8.790
Inventory of components at 31 August 2017 €10.460
Purchases of components during the year €112.900
Wages of assembly workers €372.610.

Calculate the value of components used by Fanos during the year ended 31

August 2017.

3. Robert Sugar makes cakes for sale to hotels and restaurants. He provides you
with the following information for the year ended 30 April 2017.

€

Inventory of materials as at 1 May 2016 376
Inventory of materials as at 30 April 2017 297
Purchases of materials during the year 58.748

Direct wages
Other wages

REQUIRED:

27.380
16.492

Prepare a statement showing the prime cost for the year ended 30 April 2017.
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4. Mary Spyrou produces DVD players from components purchased from China.
Her workers assemble the components using an Italian design for which she

pays royalties.

She provides the following information for the year ended 30 September 2017:

Manufacturing royalties
Purchases of components

Inventory of components as at 1 October 2016
Inventory of components as at 30 September 2017

Direct wages
Other direct costs

REQUIRED:

€
7.500
457.300
17.450
26.100
317.520
26.720

Prepare the prime cost section of the manufacturing account for the year
ended 30 September 2017 for Mary Spyrou.

5. The following list has been prepared by Mary Blue, a manufacturer of garden

furniture:

Purchases of timber (i.e. PC)
Rent of workshop

Office manager’s wages
Delivery van expenses
Wood glue

REQUIRED:

Depreciation factory equipment
Wages of assembly workers
Screws and nails

Mary’s drawings

Factory power

Write alongside each of the expenses ‘PC’ for prime cost or ‘OH’ for overhead
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6. The factory manager of Mastic products has supplied the following
information for the year ended 30 November 2017.

€
Inventory of raw materials as at 1 December 2016 90.000
Inventory of raw materials as at 30 November 2017 80.000
Purchases of raw materials 390.000
Manufacturing wages 212.000
Manufacturing royalties 15.000
Supervisor's wages 27.000
Factory insurance 30.000
Factory rent 120.000
Depreciation of machinery 17.500
REQUIRED:
Prepare the manufacturing account for the year ended 30 November 2017 of
Mastic Products.
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7. Zoe Pavlou provides the following information:

Inventory was valued at: 1 January 2016 | 31 December 2016
€ €
Raw materials 23.500 24.700
Work in progress 17.800 16.300
Finished goods 16.300 17.250
Purchases of raw materials 212.650
Sales of finished goods 1.456.751
Wages: direct labour 143.680
Indirect labour 67.340
Sales staff 78.290
Factory overheads 56.700
Depreciation: factory machinery 23.000
Office equipment 8.000
Delivery vehicles 26.000
REQUIRED:
Prepare:
(a) A manufacturing account for the year ended 31 December 2016
(b) A Statement of Profit or Loss (trading section) for the year ended 31
December 2016
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8. Mike Tavros is a manufacturer who has produced the following information
for the year ended 31 May 2017:

€
Sales 2.913.502
Inventory as at 1 June 2016 was valued as:
Raw materials 49.780
Work in progress 23.640
Finished goods 40.210
Purchases of raw materials 846.289
Direct wages 750.199
Supervisor's wages 68.720
Indirect wages 187.442
Royalties 19.000
Carriage inwards 5.218
Rent and rates - Factory 48.700
Office 21.300
Insurance — Factory 19.170
Office 10.830
Heat and Light — factory 4.260
Office 1.830
Factory power 17.282
Other production expenses 5.671
Depreciation — factory equipment 48.000
Office equipment 12.000
Inventory as at 31 May 2017 was valued as:
Raw materials 48.340
Work in progress 20.119
Finished goods 38.461
REQUIRED:
(a) Prepare the manufacturing account for the year ended 31 May 2017
(b) Prepare the Statement of Profit or Loss (Trading section) for the year
ended 31 May 2017.
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9. Jack Fasolis provides the following information

Inventory was valued at: 1 August 2016 31 July 2017
€ € €
Raw materials 17.650 23.510
Work in progress 8.570 7.340
Finished goods 10.760 10.740
Purchases of raw materials 203.510
Sales of finished goods 1.750.570
Wages: Direct labour 123.930
Indirect labour 58.900
Office staff 37.320
Rent and rates: Factory 37.800
Office and showrooms 18.450
Factory power 38.900
Lighting and heating expenses:
Factory 9.450
Office and showrooms 6.210
Insurances: Factory 14.620
Offices and showrooms 5.990
Depreciation:
Machinery 87.000
Office equipment 13.450
Delivery vehicles 9.800
Carriage: Inwards 1.350
Outwards 870
REQUIRED:
Prepare:
(a) A manufacturing account for the year ended 31 July 2017
(b) A Statement of Profit or Loss (trading section) for the year ended 31 July
2017
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10. Anna Pablo is a manufacturer. She provides the following information for
the year ended 28 February 2017:

€

Inventory as at 1 March 2016 was valued as:

Raw materials 16.500

Work in progress 18.200

Finished goods 20.600
Purchases of raw materials 237.300
Manufacturing wages 458.900
Office salaries 186.200
Factory supervisor's wages 17.800
Carriage inwards 1.500
Rent and rates:

Factory 14.900

Office 7.200
Depreciation:

Machinery 90.000

Office equipment 21.000
Royalties 7.500
Other indirect expenses

Factory 32.600

Office 28.400
Sales 1.000.000
Inventory at 28 February 2017:

Raw materials 16.000

Work in progress 19.400

Finished goods 21.350
REQUIRED:

(a) Prepare the manufacturing account for the year ended 28 February 2017

(b) Prepare a Statement of Financial Position extract as at 28 February 2017

showing how inventory would appear.
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11. The following balances were extracted from the books of M. Mamas, a

manufacturer, at 30 June 2017:

Opening inventory as at 1 July 2016: €
Raw Materials 36.000
Work in Progress 15.000
Finished goods 24.000

Purchases of Raw Materials 335.000

Purchases of Finished goods 50.000

Sales of Finished goods 1.550.000

Salaries 80.500

Wages paid 180.000

Factory manager’s salary 40.800

Manufacturing royalties 18.000

Rent 26.000

Insurance 13.000

Fuel and Power 44.000

Carriage inwards of raw materials 38.000

Returns inwards of finished goods 50.000

Plant and Machinery at cost 500.000

Accumulated depreciation of Plant and Machinery 100.000

Office equipment at cost 14.000

Accumulated depreciation of Office equipment 4.200

Additional information at 30 June 2017:

1) Inventory: €
Raw materials  39.000
Work in progress 17.000
Finished goods 22.000
2) Rent paid in advance €1.000 and Insurance accrued due by €2.000
3) Wages accrued amount to €900. Eight-ninths of wages paid and payable are
direct and one-ninth is indirect
4) Rent and insurance are to be apportioned as follows:
Factory 4/5
Office 1/5
5) Plant and Machinery is depreciated at 25% per annum reducing balance
method
6) Office Equipment is depreciated at 15% per annum straight line method
7) Goods manufactured should be transferred to Statement of Profit or Loss at
standard cost €810.000.

REQUIRED: Prepare for the year ended 30 June 2017:

a) A Manufacturing Account
b) A Statement of Profit or Loss
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12. SHIA plc manufactures kitchen tables. Finished kitchen tables are transferred to

the central warehouse at factory cost.

The following information has been extracted from the ledger of SHIA plc at 31

December, 2008:

€

Sales of Kitchen tables (12 750 units) 2.400.000
Inventory 1 January 2008:

Raw materials 52.000

Work in Progress at factory cost 116.000

Finished goods of Kitchen tables (1.800 units) 90.000
Direct Wages 240.000
Direct expenses 24.000
Purchases of Kitchen tables from external supplier (750 units) 60.000
Fuel & Power 28.000
Factory maintenance expenses 23.000
Depreciation of production machinery 58.000
Indirect labour 20.000
Factory Rates and Insurances 12.000
Indirect materials 11.000
Purchases of raw materials 320.000
Carriage inwards for raw materials 6.000

Additional information provided is as follows:

1. Inventory as at 31 December 2008: €
Raw Materials 40.000
Work in Progress at factory cost 120.000
Finished inventory of kitchen tables ?

(all of them were manufactured tables)

2. 15000 finished kitchen tables have been transferred from factory to the
central warehouse during the year.

3. Kitchen tables manufactured should be transferred to Trading account at cost
plus 5%.

REQUIRED:
Prepare for the year ended 31 December, 2008:

i. Manufacturing Account for SHIA plc.

ii. Trading section of the Statement of Profit or Loss for SHIA plc.

Show all your workings for the calculation of finished stock at 31 December, 2008.

(MATKYMPIEZ 2009)
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13. Proton Technology manufactures components for the medical
equipment industry. The following balances are available from the
books on 31 December 2016:

€ €
Inventory as at 1 January 2016:
Raw materials 60.000
Work in progress 104.000
Finished goods 156.000
Purchases of raw materials 390.000
Production wages 68.000
Packaging 50.000
Management salaries:
Production 170.000
Office 212.000
Production equipment (at cost) 220.000
Accumulated depreciation of production equipment 92.000
Premises rent 60.000
General office expenses 48.000
Sales 1.300.000
Office computers (at cost) 40.000
Accumulated depreciation- office computers ?

Additional information at 31 December 2016:
The following balances are available from the books on 31 December 2016:

(1) Inventory as at 31 December 2016 was valued at:

Raw materials € 60.000
Work in progress € 98.000
Finished goods €126.000

(2) Production wages accrued €13.000

(3) Packaging is 70% direct and 30% indirect

(4) Premises rent is to be apportioned 75% to production and 25% to the office

(5) General office expenses owing €3.000

(6) Depreciation is charged on production equipment at the rate of 25% per annum
reducing balance method.

REQUIRED:
(a) Prepare the Manufacturing Account for the year ended 31 December 2016

showing clearly the cost of material used, the prime cost, and the cost of
production.
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The following information relates to the office computers:

1 January 2014 Purchased office computers for €40.000
30 June 2016 Sold office computers costing €12.000 for €5.000

1 October 2016 Purchased office computers for €16.000 paying by cheque

Proton Technology has the following depreciation policy:

+ Office computers are depreciated at the rate of 20% per annum using the
straight-line method

« Depreciation is charged pro rata to the months of ownership in the year of
purchase or sale
(b) Prepare the following ledger accounts for the year ended 31 December 2016:
(i) Office Computers
(i) Accumulated Depreciation - Office Computers

(iii) Disposal account for the sale of office computers.

(c) Prepare the Statement of Profit or Loss for the year ended 31 December 2016
showing clearly the gross profit and the net profit for the year.
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LIMITED COMPANIES- Nature, Capital structure, reserves and debt

capital

4.

METOXIKEZ ETAIPEIEZ NEPIOPIZMENHZ EYOYNHZ

— ®Uon, Ke@aAaio, aTToOEATIKA Kal SAVEIONOG
(LIMITED COMPANIES - Nature, Capital structure,
reserves and debt capital)

META TH MEAETH AYTOY TOY KE®AAAIOY OA TPETIEI NA EIZTE 2E OEZH:

Na katavoeite TnVv évvola Twv Metoxikwv ETaipeiwyv Meplopiopévng
Eubuvng (Limited companies), Ta BacIKd XapAKTNPICTIKA TOUG Kal
TIG Sla@opEg Toug Pe TIG ATOMIKEG ETrixeipoeig (Sole trader)

Na avriAapBdveoTe TV £évvola Tou MeToXikoU Ke@aAaiou, Ta Baoikd
XOPAKTNPIOTIKA KAl TIG dla@opég peTagu Koivwv Metoxwyv (Ordinary
Shares) ka1 Mpovopiouxwv Metoxwyv (Preference Shares)

Na karavoegite Tnv €vvoia Tou atrofepartikou (Reserves), TIg
KOTNYOPiEg aTToBepaTIKWV KaBwg Kal Toug Adyoug dnuioupyiag
TOUG

Na avTiAauBdveoTe TNV €vvola Kol TOUG TPOTTOUG KATUBOANG Tou
Mepioparog (dividend)

Na avTiAauBdveoTte Toug didpopoug TpotToug Ekdoong KepaAaiou
KOl VO KAVETE TIG ATTAPAITNTES EYYPAPES

Na avriAapfBdveoTe Tnv évvoia Twv OpoAdywyv (Loan notes) Kai Tig
Slapopég Toug pe TIg MeTOXEG WG TTPOG TN AOYIOTIKA KOl TH VOUIKA
TOUG TTPOCEYYION
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capital

4.1 EIZArQrH

MeToxikry Etaipeia lMeplopiopévng EuBuvng (Limited Company) eivar n évwon
TIPOCWTIWV gyyeypaupévn otov ‘Egpopo ETaipeiwv oav eTaipgia autig tTnG HOPPAG.
To ke@dAaid TnG Olaipeital o€ MIKPOTEPA MePIdIA, TIC UETOXES (shares) kai o
KATOXOG/IDIOKTATNG METOXWYV, ovouddeTal PéToxog (shareholder).

XapaktnpioTikd Metoxikwv ETaipeiwv MNMepiropiopévng EuBivng

AlakpITA VOMIKN ovToTnTA (Separate legal entity)

H Etaipeia oav exwpIoTr) VOUIK oviOTATA, BIOKPITA aTTd TOUG IBIOKTATEG
TNG, MTTOPEI VO ayopdaoel TTEPIOUTia, va uTToypdyel cuphBoAaia ,va unvuoel
TPITOUG, va TTPOCAGREl Kal va aTtoAUoEl UTTAAARAOUG Kal va popoAoynOEi.

Meplopiopévn euBuvn (limited liability)

O1 1810KkTATEG (Owners) &gv e€uBuvovTal yia Ta XpEn TNG €TAIPEiag aAAd

gubuvovTal uovo PEXPI TO TTOOO TNG
€l0QOpPAg Toug. ‘ETOl O TTOTWTEG
TNG UTTOPOUV VA IKAVOTTOINOOUV TIG

01eKOIKAOEIG TOUG Povo Bdon Twv ,
g , Métoxot Motwtég
TTEPIOUCIOKWY  OTOIXEIWV NG ' |

ETAIPEIAG KAl OXI TNG TTPOCWTTIKAG
TTEPIOUTia TwWV IBIOKTNTWY . AuTo
oupPaivel €meidf n etaipeia eivai
EEXWPIOTH VOMIKI ovTOTNTA BIAKPITH)

To Etalpiko
MNémAo

aTTO TOUG IBIOKTATEG TNG.
Alaxwpionog peTagu 1510KTNOIag Kal dieubuvong

H Etaipeia avikel oToug HETOXOUG TNG KAl TO KUPIapXo cwua gival n Mevikn
2UVvéAeuon Twv PETOXWV. TN MevikA ZuvéAeuon PTTOpoUV va TTAPOUV PEPOG
OANol o1 pétoxol yia Tnv ekAoyrj Tou AIOIKNTIKOU 2ZUupBouAiou TO OTT0IO
QVTITTPOOWTTEUEI TOUG HETOXouUG. O AiguBivwv ZUpBoulog, péAOG TOu
BI0IKNTIKOU cUpPBOUAiou, €xel TNV euBUVN KAl apuodIOGTNTA YIA TIG KABNUEPIVES
OpacTNPIOTNTEG.
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4.2 Eidn Metoxikwyv ETaipeiwyv MNMeplopiopévng EubBuvng

¢ 151wTIKA MeToxik ETauipeia Mepiopiopévng EuBOVNg
(Private Limited Company - Ltd)

‘Eva TTpOOWTTO €ival apKETO yIa TNV idPUOCT] TNG KAl N EYYPAPR HETOXWV
KaBwg Kal n HETARBiIBAON TWV METOXWV TNG UTTOKEITAI OE TTEPIOPICHOUG.
O ap1Budg Twv peTdxwv NG 181WTIKAG MeToxIkNAG ETaipeiag dev ptropei
va EETTEPVA TOUG TTEVAVTA.

e Anupéoia Meroxiki Etaipeia Mepiopiopévng EuBivng
(Public Limited Company- Pic)

[dpueTal aTTd ETTTA TOUAGXIOTO TTPOCWTTA KAI N EYYPAPr) METOXWYV C' QUTH)
Kabwg kal n pMeTABifacn Twv MPETOXWV TNG €ival €AgUBepn)
dedopévou OTI N eTaipeia gival elonypévn OTO XPNUATIOTAPIO), KABWG
MTTOPOUV va YiVOUV QVTIKEIMEVO ayopaTTwANnciag OTo XPNUATIOTAPIO.
Agv UTTAPXEI VOMIKOG TTEPIOPIOUOG OTOV APIBUO TWV HETOXWV TNG
Anpooiag MeTtoxikng ETaipeiag.  To katwrtepPo €KOOBEV PETOXIKO
KEQAAaIo TTPETTEl va gival TOUAGIoTov €25.630.
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2YIT'KPIZH METOXIKHZ ETAIPEIAZ MNEPIOPIZMENHZ EYOYNHZ ME ATOMIKH

ENIXEIPHZH

METOXIKH ETAIPEIA MNMEPIOPIZMENHZ
EYOYNHZ
(LIMITED COMPANY)

ATOMIKH EMIXEIPHEH
(SOLE TRADER)

TToU €ival ouvnBwg datravnpdg. Eivai
ETTIONG UTTOXPEWUEVEG VA ONUOCIOTTOIOUV
TIG OIKovouIKEG Toug KaTaoTdoelg.

(M)

Separate legal | AloKkpITA) VOUIKN OVIOTNTA Agv amoteAsi EeXWPIOTA VOuIKA
entity (Separate legal entity) ovroTnTa
(AiakpITi H emxeipnon a1ré vouikig TTAEUpdg ival (Not separate from the business)
vouIKn EeXxwpPIaTH ovTOTNTA YE OIKAIWMNATA KOl O11810KTATEG Kal N ETTIXEIPNON ATTO
ovrornra) UTTOXPEWOEIG VOMIKAG TTAEUPAG gival idla ovToTnTa,
Amraitouvtal ‘E€oda idpuang kai MNpwtng TTaPOAO TTOU aTTd AOYICTIKNG TTAEUPAG
Eykardotaong (Formation, registration £Xouv EeXwPIOTA AOYIOTIKA UTTOOTOCN
and legal costs have to be paid) (separate business entity)
(M)
Eu6uvn Meplopiopévn N €uBUVN TWV ISIOKTNTWY | ATTEPIOPIOTN £UOUVN TWV ISIOKTNTWV
(Liability) (Limited liability of the owners) (Unlimited liability of the owners)
O11010KTATEG OV EUBUVOVTAI VIO TO XPEN O1 1IBI0KTATEG €XOUV TTPOCWTTIKA £UBUVN
TNG ETAIPEING yia Ta XPpEN TNG ETTIXEIPNONG Kal N
(n TIPOCWTTIKY TOUG TTEpIouaiag diatiBeTal
OTOUG TTIOTWTEG
(I510kTNOCia) Kolivi] 1310KTNoida TWV HETOXWV O1 1810KTTEG
Ownership (Jointly owned by shareholders)
Agv UTTAPXEI TTEPIOPIOUOG OTOV APIOUO TwV | ZUVETAIPICUOI 2TNV TTEPITITWON
METOXWV Kal n heTaBifacn 1010KTNTIag gival | GUVETAIPIOUOU N TTEPIOUCIA AVIKEI GTOUG
OXETIKA €UKOAN, GUYKPITIKG pE AAAES OUVETQIPOUG Kal JTTopouV va Tnv
MOPQEG ETTIXEIPNTEWY, XWPIG va xpeldletal | TTépouv padi Toug KATd Tnv atroxwpnon
£yKpion atd Toug AAAOUG I810KTATEG TOUG
()
Aioiknon Alaxwpioudg HeTagU 1510KTNOIAG KAl
(Management) | dioiknong (Separation between ZuvnOwg o IBI0KTATNG €ival Kal auTdg
Ownership and Management) TToU BIEUBUVEI TNV ETTIXEIPNON
To AioiknTiké ZUuuBoUAIo EKAEYETAI ATTO
Toug peToxous. O AiguBuvwy ZUpBouiog
EXEI TNV APUOBIOTNTA YIA TIG KABNUEPIVEG
OpaocTnPIOTNTEG. AUTO ETTITPETTEI OTN
dloiknan TNV TTPOCANWN EUTTEIPWY Kal
TaAavToUXWV UTTAAAAAWYV yIa TNV
dlaxeipion TNG €TTIXEIPNONG
()
To AioiknTiké ZupBouAio (Board of
Directors) YTrokeITal o€ TEPIOCGOTEPES
VOUOBETIKEG UTTOXPEWOEIG € GUYKPION WE
TOUG OIEUBUVTEG TWV ETTIXEIPHOEWYV [N
ETQIPIKNG Hopprg (M)
EAgyxog ETtnoiog éAeyxog (Annual audit) ETtnolog éAeyxog (Annual audit)
(Audit) YTTOKEIVTQI O UTTOXPEWTIKO ETAOIO EAEYXO, | Aev Eival UTTOXPEWMPEVEG va

onpooioTToiolv TIG OIKOVOUIKEG TOUG
KataoTdoeig kal ouTte va TTpofaivouv o€
€TI0 €AeyXo (audit).

(1) = MAeovekTApaTa MeToxIkng ETaipeiag Mepiopiouévng EuBUvVNg
(M) = Meiovektiuata Metoxikng ETaipeiag Meplopiouévng EuBOvng
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4.3 '16puon Eraipeiag Mepropiopévng EuBUvVNg (Formation)

MNa TNV idpuon eTaipeiag auTtrig TNG HOPYPNG
aTTaITEITal N oUvTagn €vog eyypd@ou TTou
ovopaletar KataoTtarik6 (Memorandum
of Association). AuTtO TTPETTEl VO TTEPIEXEI
TOUAdyIoTOV Ta akdAouBa oToIXEia:

a) To évopa TnG eTaipeiag akoAouBouuevo
amdé 1™ AéEn "Limited" wg¢ avaméotracTo

MEPOG TNG ETTWVUMIAG TNG

B) Tnv £dpa TnG eTaipEiag

y) Tov oko1ré TnG idpuong TnNG eTaIpEiag

0) To 6m n €uBlvn TWv METOXWV Eival
TTEPIOPICHEVN

€) To peTOXIKO KEPAAQIO HE TO OTIOIO N
ETAIPEIO OKOTTEUElI VA EYYPAPEI Kal TOV
apIBud Twv PETOXWYV TTOU Ba diaipeiTal.

EkT6¢ a1md 10 MO TMAvVWw £yypago, cuvtdooeTal kal 0 EowTtepikdg Kavovioudg
(Articles of Association) TToU ava@épeTal OTNV €0WTEPIKN AgITOUpyia TNG
etaipeiog. To €yypago autd TrepIAapPBAavel KavOveG AgiIToupyiag Tng eTaipeiag,
KaBopifel Ta OJIKAIWMPOTA TWV METOXWYV, TIG €LOUCIEG KAl UTTOXPEWOEIG TOU
AloiknTikoU ZupBouliou (The Directors) KATT.

A@oU oAoKANpwOEi N cuvTagn Twv avaykaiwv eyypaewy, UTTORBAAAETAI aTTO TOUG
10pUTEG aiTnon otov ‘Eg@opo Etaipeiwv (Registrar of Companies) yia tn xopriynon
adelag idpuong TNG eTalpeiag. E@Ooov cuvTpéXOuV oI avaykaieg TTPoUTTOBETEIG, O
‘E@opog £kdidel To MoTotroinTikd Eyypaeng (Certificate of Incorporation). Me
TNV €kdoon Tou MIoTOTTOINTIKOU N ETAIPEIA ATTOKTA VOMIKA OVTOTNTA, {EXWPIOTN
amdé Ta TTPOCWTIA TTOU TNV ATTOTEAOUV KAl UTTOKEITAI O€ OIKAIWUATA KAl
UTTOXPEWOTEIG.
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4.4 Metoxiké kepdaAaio (Share capital)

e Meroxn (share) cival T0 eEAAXI0TO PEPIBIO OTO OTTOIO dlAIPEITAI TO KEQAAAIO TNG
eTaipeiag. Eivanl TiTAOG TTOU avTITTPOOWTTEUEI OPICPEVN TTEPIOUCIAKN agia Kal
EVOWUATWVEI OPICUEVA BIKAIWMPATO TTOU PTTOPOUV va PETABIBAcTOUV O GAAO
TTPOCWTTO

e O peTox€g Katda Tnv €KBOOH TOug TTPoaPEPovTal yia dnuoéoia eyypagn (public
issue) oT0 KOIVO KalI UOTeEpa aTTd TNV EKXWPENON TOUG MTTOPOUV va
peTapiBacTolv eAeUBepa atTd TTPOCWTIO O TTPOCWTTO

e OvopaoTiki ASia petoxig (Nominal value, Face value or par value of a
share):

Eival To 1006 TTOU AvaypdaeTal o€ KABe peToxn. Mrropei va givar 10 oevr, 25
oevT, 50 oevr, €1, €2 K.ATT. H Tiur ékdo0NG TwV PJETOXWY aTTO TNV ETAIPEIO OTOUG
METOXOUG UTTOpPEI Va gival n idla A Kal yeyaAuTepn, aTtrd TNV OVOPACTIKA TNG agia.

e OvopaoTiké 1| Eykekpipévo Metoxiké KepdAaio (Authorised share
capital):

Eivai o péyiotog apiBuég peroxwv 1ou dIKaAIoUTal N ETAIPEIN VA EKOWOEI
BAaon TOU KATOOTATIKOU TNG
e Ekd00év MeToxik6é KegpdaAaio (Issued capital):
Eival To yépog Tou Eykekpiuévou KepaAaiou 1o o110io n €TaipeEia €xel EKOWOEI
oT1o KoIve. Mrtropei va givai ioo ) hikpdTepo atrd To OvopaoTiké Ke@daAaio.
o [apouoidletal oTnv Katdotaon XpnuaTtooIKOVOWIKNG @éong
o O apiBuog Twv EKBOBEVTWV PHETOXWYV XPNOIUOTTOIEITAI VIO TOV UTTOAOYIOUO
TOU PEPIOPATOG

e Market value: Eivai n xpnuatiotnplaki Tiu TNG METOXNS MIOG Anuooiag
gTaipeiag OTTWG Kabopiletal amd TNV ayopd Kol QVOKOIVWVETAI OTTd TO
xpnuatiothpio. H TR autr) dgv €xel Kapia onuacia Katd TNV €TOIMACIO TwV
Oikovouikwyv KataoTtdoewyv TnG €TIXEIPNONG
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4.5 Kartnyopieg Metoxwyv (Types of Shares)

AvaAoya Pe Ta SIKAIWMATA TTOU TTAPEXOUV OTOV KATOXO TOUG OI JETOXEG DlaKpivovTal
o¢:

(i) Koivég i} ZuvnBeig MeTtoxég (Ordinary Shares or Equity)
Koivég ueToxEG ival ekeiveg TTOU Bivouv OTOUG KATOXOUG TOUG Ta €ENG
AikaiwpuaTa:

e JuppeTOoXA Kal wr@og oTi [evikég ZuveAEUOEIS yia TNV eKAoyr Tou AloIKNTIKOU
2uUpBouAiou

e 2uppeTOXA OTa KEPON, dNAAdK avaAoya pe Ta KEPON KAl TOV OIKOVOUIKO
TIPOYPOAUMATIONO TNG ETAIPEING, TOUG DIVETAI HEPOG TWV KEPOWV TTOU AEyETal
Mépiopa (dividend) To otroio dpwg Sev givar otaBepo KGBe xpdvo

e JuppETOXA OTN dlavoun TOU PETOXIKOU KEQAAQiou o€ TTEPITITWOoN dIAAUCNG TNG
ETAIPEIAG.

(i) Mpovopiouxeg Metoxég (Preference Shares)
[MpoVOIOUXEG HETOXEG Eival EKEIVEG TTOU TTAPEXOUV OTOUG KATOXOUG TOUG
opIoPéVa TTPOOBETA DIKAIWPATA O CUYKPION HE TOUG KATOXOUG KOIVWV PETOXWV.
Ta BaoikéTepa gival Ta akdAouba:

e To diIkaiwua va TTaipvouv mpwrol 1o pépiouda Toug (dividend)

e To uépiopa uttoAoyileTal oav €va ora@sp6 TooooTo TTAVW OTNV OVOUAOTIKA
agia Twv pgeETOXWV

e To dikaiwpa va eI0TTPAgoUV MPWTOoI 0AGKANPN TNV ovouaoTik adia Twv
METOXWV TOUG O€ TTEPITITWON dIGAUCNG TNG ETAIPEING.

O1 TTpovouIoUXEG METOXEG DIaKPiVOVTAl O€:

» ZUuooWwPEUTIKEG NMpovopiouxeg MeToxég
(Cumulative Preference)

» Mn ZuoowpeuTikég MNMpovopuiouxeg MeToxég
(Non-cumulative Preference)

> E&ayopdoipeg (Redeemable Preference)

» Mn E§ayopdoipeg (Irredeemable Preference)

TYPES OF
SHARES

7 N\

Non- Irredeemable
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4.6 KATHIOPIEZ METOXQN
Kowvég petoxég MPOVOMLOUXEG LETOXES
(Ordinary shares) (Preference shares)
Awaiwpa pridou
Mepiopata

Atavopn Twv
UEPLOUATWY

EkkaBdpion

AN\a €idn
TLPOVOLOUX WV
HETOXWV
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4.7 ANOOGEMATIKA (RESERVES)

ATTOBepaTIKA (reserves) gival Ta KEPON TToU CUCOWPEUEI N eTalpeia (deouevovTal
atro Ta d1aBEoINa KEPON 1 GAAA TTAEOVACUATA KAl HETAPEPOVTAl € KATAAANAOUG
Aoyapiaopoug) yia va XpnUaTodoTHOOUV TNV AVATITUEN KAl ETTEKTACT TNG
ETTIXEIPNONG 1 TNV QAVTIMETWTTION ATTPOOTITWY AVAYKWV.
AlakpivovTal O€:
. KepaAaiouxikd atrofspartikd (capital reserves)
AnpioupyouvTal O€ ECAIPETIKES TTEPITITWOEIG ATTO CUVOAAQYEG A YEYOVOTA TTOU
Oev uttdyovTal OTIG KABNUEPIVESG EPYOTIES TNG ETAIPEIQ, Kal CUVABWG OxI aTTd
0160eon kKabapwv KEPOWYV, PUE OKOTTO va TTAPAMNEIVOUV OTNV ETAIPEIQ KAl VO
OUUTTANPWOOUV TO KEPAAQIO TNG. MeTa Tn dnuioupyia Toug, TTAPANEVOUV O€
€101KOUG AoyapIaooug Kal XpNOoIUOTTolouvTal HOVO Yia £101IKOUG OKOTTOUG TTOU
TTpoBAETTEl 0 NOpog (UTTdpXouv  TTEPIOPIOHOI WG TTPOG TN XPENOIMOTIoINGT
TOUG).
Ta Mo cuvnBiopéva gival To atToBePaTIKO aTrd TNV €KdoON pEToXwV (Share
Premium) kai To AmoBspaTiké EtravekTtipnong (Revaluation Reserve).

[I. AtoBguaTikd TTpooddwyv (revenue reserves)
2yxnuariovralr otadlokd, XPOVo HPE XPOVO, PE TN METAPOPA KEPOWV TTOU
OIaQOPETIKA Ba dlavEPovTav OTOUG JETOXOUG. TO TTIO YVWOTO ATTOBEUATIKO
TTPOCOdWV gival To [evikd 1} TakTiko AtroBepaTiko (General Reserve) kai 10
AtroBepaTtiké Adiavéuntwy Kepdwv (Retained or Accumulated earnings).
21nv Katdotaon XpnuaTtooIKOVOMIKNG @EoNG T ATTOOEPATIKA ep@avidovTal
AUEOWG PETA TO METOXIKO KEQAAQIO WG EENG:

€000 €000
Equity & Liabilities
Equity
Ordinary share capital
Irredeemable preference share capital
Share premium
Other reserves

X X X X X

Retained earnings
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( KATHIOPIEZ ATTOGEMATIKQN (TYPES OF RESERVES) >
KE®AAAIOYXIKA ATTOGEMATIKA AITOGEMATIKA [TPOZOAQN
(CAPITAL RESERVES) (REVENUE RESERVES)
(Mn diaveunBévTa aTroBeuaTIKG) (AlaveunBevra amoBeparika)
(Non-distributable reserves) (Distributable reserves)

o H dnpioupyia Toug eivai o Aeopevovral €BEAOVTIKA aTTO
UTTOXPEWTIKA KATW aTTO KATTOIEG Ta dlaveunTéa KEPDN
TTPOUTTOBETEIG o Mrtropouv va

o Agv utropouv va XpnolyoTroin8ouv XpnoipotroinBoulv yia Tnv
yla TNV TTANPWWN JEPICUOTOG TTANPWWN PYEPIoUATOG

| \ I
Share premium (amoOsuariko @ O (a8 \

. h . . amoOsuariko)
£kB00NGC UETOXWV UTTEP TO APTIO)

o Zxnuaricetal oTadlakd, XpOvo Je
XPOVO, PE TN UETAPOPA KEPOWV
TToU SIaPOPETIKA Ba diavéPovTav
OTOUG METOXOUG

o  ATroTeAci £vOeIEn aTTo Toug

OIEUBUVTEG TTPOG TOUG UETOXOUG
OTI TTapdAo TToU AUTA TA
amoBépaTa Ba yTropoucav va

e Eival n utrépBacon Tng TIAG
¢KOOONG UIAG YETOXNG ATTO TNV
OVOMQOTIKH TNG agia

e Mrropei va xpnoipotroindei yia va

KaAUwel Ta £€0da piag vEag
€KOOONG PETOXWV I UTTOPEI Va
METATPATTEI OE METOXIKO KEQAAQIO

bonus issue
\( ) / Olatebolv cav Yépioua
: KATOKPATOUVTAI OTNV ETTIXEIPNON
yia JEAAOVTIKN avaTTTugn
ﬂvaluation reserve (amo6sua \ K
EMAVEKTIUNONG)

e Anpioupyeital 6Tav UTTAPXEI /
KEPBOG ATTO TNV ETTAVEKTIUNGN Accumulated profits/Retained \

OTOIXEioU p'r] KUKAOQOpPIakoU earnings
EVEPYNTIKOU

° AVTI'ITpOO'U.)'ITEl'JIiI Képaog TTOU O&EV Eivai To oUvoAo Twv K€p6(Jl.)V aTo v
€XEl TTPAYUATOTTOINOET AKOUN Kal Y idpuon TNG eTaIpEiag peiov T0 oUVOAO
auTé dev utTopEi va dlatedei aav TWV PEPIOPATWYV

MEPIOHO K /

- /
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Example: The Statement of Financial Position of Mason Ltd showed Freehold land at
cost €150.000. The Land has been professionally revalued at €250.000. The entry in
the books are shown by the following journal entry:

Dr Freehold land €100.000
Cr Revaluation Reserve €100.000

4.8 'Ekdoon Metoxwv

O1 petoxég ptropei va diateBouv oTnv OVOUAOTIKr 0Toug agia (at par value) ) utrép
10 GpTio (at a premium), dnAadr, o€ TIU HEYAAUTEPN ATTO TNV OVOPOOTIKI TOUG
agia.

1. Anpoéoia ékdoon petoxwyv (Public issue)
O1 eyypagég yia Tnv €kdoon koivwy (ordinary) 1) un e€ayopaciywy TTPOVOUIOUX WV
(irredeemable preference) petoxwv @aivovrtal 1o KATwW:

‘Exdoon og ovopaoTiki adia (issued at par):

Dr Cash  (Nominal value x no. of shares) (X)
Cr Share capital (SOFP) (X)

Example

Bella plc issues 10 000 ordinary shares at par. The nominal value of each share
is €1 each

Required

Show the journal entry to record the transaction.

The journal entry is: € €
Dr Cash (€1 x 10 000) 10.000
Cr Ordinary share capital 10.000

‘Ekdoon utrép To dpTio (issue at a premium):
(A company will generally issue shares at above par/nominal value):

Dr Cash (Issue price x no. of shares) (X)
Cr Share capital (SOFP) (Nominal value x no. of shares) (X)
Cr Share premium (Cash less Nominal value) (X)

SOFP (Share Capital and Reserves)
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Example

Raton plc issues 10 000 ordinary shares at €1,50 each. The nominal value of
each share is €1 each.

Required:
Show the journal entry to record the transaction

The journal entry is: € €
Dr Cash (€1,50 x 10 000) 15.000

Cr Ordinary share capital (€1,00 x 10 000) 10.000
Cr Share premium (€0,50 x 10 000) 5.000

H eyypagry yia Ttnv €kdoon €Eayopdoiywy TTPOVOPIoUXwV (redeemable
preference shares) petoxwv @aiveral o KATw:

Dr Cash (Issue price x no. of shares) (X)
Cr Redeemable preference (Liability SOFP) (X)
Example

Telco plc issues 10% €10.000 Redeemable shares of €1 each at par
Show the journal entry to record the transaction.

The journal entry is: € €
Dr Cash (€1 x 10 000) 10.000
Cr 10% Redeemable preference share capital 10.000

2. 'Ekdoon diIKaiwpdTwy ayopdg (rights issue)

H ékdoon SIKalwPATwY ayopds PETOXWV OTTEUBUVETAI OTOUG UPICTAMEVOUG

(eyyeypauuévoug) METOXOUG TnNG eTalpegiag Oivovrag TOUug Tnv Eukaipia va

QYyOpAOOUV PETOXEG O OUYKEKPIYEVN TIUA (OUuvABwG TTIO XaunAn atmd Tnv TIPNA

ayopdg aAAG OxI KATW aTTO TNV OVOUOOTIKN).

e EvBappulvel TOUG UQIOTAPEVOUG UETOXOUG va €EAOKAOOUV Ta OIKAIWUATA
TOUG (WG TTPOG TNV ayopd PETOXWYV)

e Eivail o 1o oikovouikég TPOTTOC yIa TNV augnon KeaAaiou, aAAd 110 akpIBdg
atro 10 dAVEICPO

o 'Exel ueYOAUTEPEG TTIOAVOTNTEG ETTITUXIAG CUYKPITIKA PE €KOOOT AVOIKTH TTPOG
TO KOIVO.

O1 AoYIOTIKEG eyYPa@EG TNG €KBOONG BIKAIWMPATWY ayopdg €ival iBIEG HE AUTEG
NG dNUooIag €kdoong.
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Example

3.

Oreo Ltd has 100 000 €1 ordinary shares in issue, which were issued at a
premium of 40 cents each. The current price of its share is €2,00 per share.
Oreo Ltd has announced a 1 for 4 rights issue of €1,50 per share.

Required:

i.  Show the journal entry to record the rights issue
i. Draft the Statement of Financial Position (extract) showing the
Ordinary share capital and the share premium, after the rights issue

took place.
The journal entry is: € €
Dr Cash (€1,50 x 25 000%) 37.500
Cr Ordinary share capital (€1,00 x 25 000) 25.000
Cr Share premium (€0,50 x 25 000) 12.500

*100 000 shares x1/4 = 25 000 shares

(i) Statement of Financial Position (extract)
€
Equity & Liabilities
Equity
Ordinary share capital (100.000+25.000) 125.000
Share premium (40.000+12.500) 52.500

Awpedv ékdoon petoXwyv (Bonus issue or Capitalisation
issue)

Eival dwpedv £kdoon HETOXWY OTOUG UPICTANEVOUG METOXOUG KAT avaloyia Tng
UQIOTANEVNG OCUMMETOXNG TOUG N OoTToia eV agopd giopagn XpnHATwWYV.

MNa Tnv €kdoon XPNOIKOTTOIEITAI TO ATTOBEPATIKG (reserve)

Mrtropei va xpnoigotroinBei otrolovOATToTE aTToBEPATIKO, AAAG KATA TTPOTiUNON
XpnoigoTtrolouvTal Ta un diaveunBévra atroBepaTikd, dnAadn Ta KeQaAalouxikd
atmoBepaTiké OTTWG, TO ATTOBEUATIKO aTrd TNV €KOOCTN METOXWV UTTEP TO APTIO
(share premium)

To ekd0BEV PETOXIKO KEPAAQIO aTTOTEAEITAI ATTO PEYOAUTEPO QPIBUS PETOXWV PE
XOUNAOGTEPN TIMR ayopdg Tou €XEl Oav  ATTOTEAEOPA TNV augnon Tng
EUTTOPEUCIUOTNTAG TWV UETOXWV.

H eyypaon yia Tnv €kdoon dwPeAV JETOXWV Eival:

Dr Share premium (X)
(Or other reserve)
Cr Share capital (Nominal value) (X)
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Example
The following is an extract from the Statement of Financial Position of Rich plc:
€
Equity & Liabilities
Equity
Ordinary share capital (of €1 each) 200.000
Share premium 60.000
Retained earnings 200.000
460.000

The directors decided to make a bonus issue of 1 share for every 2 held
Required:

(i) Show the journal entry to record the bonus issue
(ii) Re draft the Statement of Financial Position (extract) after the bonus
issue took place

Answer: € €
(i) Dr Share premium 60.000
Dr Retained Earnings 40.000
Cr Ordinary Share capital (100 000 x 1) 100.000

*200 000 shares x1/2 = 100 000 shares

(ii) Statement of Financial Position (extract)
€
Equity & Liabilities
Equity
Ordinary share capital (200.000+100.000) 300.000
Share premium (60.000-60.000) -
Retained earnings (200.000-40.000) 160.000

460.000
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4.9 Mepiopara (Dividends)
Eival 10 u€pog Twv KEPOWV TNG ETAIPEIAG, TTOU BIKAIOUTAI VA TTAPEI O PJETOXOG KATA

mv

>

KATavour Toug.

Koivwyv petoxwyv: Aegv gival otafepd kal ammopaacifetal amd 10 AloIKNTIKO
2UMBoUAIo avaAoya ue Ta kEPON. MTTopei va ekppacTei oav TooooTo (%) TTavw
oTnv ovopaoTIKA agia X 10% o€ petoxég ovouaoTikAg agiag €500.000 ry oav
éva 1Too0 ava petoxn mx 10 oevt ava yetoxn.

H etaipgia ytropei va mTANpwoel PEpiIoua Katd Tn OIAPKEIA TOU XPOVou
(interim dividend) kavovTag TNV TTI0 KATW £YYPAPN:

Dr Retained earnings (Statement of changes in Equity) (X)
Cr Bank (X)

2710 TEAOG TOU XPOVOU N ETAIPEIQ PTTOPEI VA TTPOTEIVEI HEPICUA YIa TIG OUVABEIG
METOXEG.  AUTO eival yvwoTd ocav TpoTteivopevo pépiopa (final/proposed
dividend). Tla va katapAnBcei mpémmel TpwTa va eykplBei atrd 1 [evIKA
2uvéleuon. MeExpl va yivel n €ykpion, N eTaipeia dgv £XEI KAMIa UTTOXPEWOT VO
TO TTANPWOEI KAl YI' QUTO, TUXOV TTPOTEIVOUEVO (proposed) HEPIoPa TTOU BEV EXEI
eykpIOei, dev prTopEi va Bewpndei wg utroxpéwon (liability) oto T€Aog TOU
Xpovou.

Mpovoulouxwyv peToXwv: To pépiopa cival oTa@epd KdBe Xpovo, X 8%
TTAVW OTNV OVOUAOCTIKH agia.

Mépiopya pn  €gayopdoigwy  TTPovouIioUXwv  peToxwv  (Irredeemable
preference shares) 1Tou dev €xel TTANPpwOEl PéEXpl TO TEAOG TOU XpPOVOoU,
Bewpeital uTToXpEéwon TnG eTaipeiag (current liability) kal epgavifetal otnv
Kartdotaon XpnuaTtooikovoulkig @éong (SOFP)

NOYIOTIKA gyypao®n:

Dr Retained earnings (Statement of changes in equity) (X)
Cr Preference dividend payable (current liability) (X)

MNa 1o pépioua (dividend) Tou TTANPpwWONKe katd TN diIdpKEIa TOUu XPOVOU
(interim dividend) yivetai n 1o Katw gyypaen:

Dr Retained earnings (Statement of changes in equity) (X)
Cr Bank (X)

ZHMANTIKO: To pépiopa Twv €EayopdCINwY TTPOVOUIOUXWYV HETOXWV
(Redeemable preference shares dividends) Ocwpeital w¢g kdOTOG
xpnuatoddétnong (finance cost) kai petagéperal oto Statement of Profit or
Loss. Av dev €xel TTANpwOEi péExPI TO TEAOG TOU XPOVOU TTapouaIaleTal oav
Tpéxouoa UTTOXPEWON (current liability) oTnv KardoTtaon
XpnuatooikovouikAg @éong (SOFP).
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4.10 OpydAoya/Xpedypaga (Debentures, bonds, loan notes)

‘Evag dAAOG TPOTTOG £E€UPETNG KEPAAQIWY YIa TIG AVAYKES TNG ETAIPEING, EKTOG
atd TNV €kdoon PeToXwv ival n ékdoon opoAoyiwv. H opoAoyia (bond) gival
davelakog TiTAog. AnAadr|, KATTOI0G TToU ayopdadel éva OJOAOYO PE OVOUAOTIKA
agia €100, otnv oucia daveilel Tnv eTaipeia €100.

H ovopaoTikA agia Ba atrommAnpwoei petd atrd
OUYKEKPIMEVN XPOVIKH TTEPIOOO

2TOV KATOXO TOU OPOAGYOU TTPETTEI VO
TTANPWVETaI £va oTaBepd £TTITOKIO TTAVW OTNV
ovopaoTIKA agia

O1 OpoAoyigg €Xouv Ta TTI0 KATW XOPAKTNPIOTIKA:

Eival T1po61T0G¢ daveiopyou Kal €xEl KOIVA OTOIXEIO PE AAAOUG TPOTTOUG
daveiouou

Eival yvwotd oav opdAoya A xpedypaga

Eival pakpotmrpdBeouo ddaveio kal cuptrepiAapBaveral atn KardoTtaon
Xpnuatooikovouikng @éong (SOFP) cav otoixeio dyiou 1TaONTIKOU
(non-current liability). Av Opwg n nuepoPnvia amTOTTANPWUAG EUTTITITEI
Méoa o€ 12 prveg, TOTE €ival oToIxEio BpaxutrpdBeouou TTadNTIKOU
(current liability)

Mtropei va eival evutméBnka ddavela, dnAadry o KATOXOG TOUG EXEl TO
OIKaiwMa va TTOUARCEI TTEPIOUCIOKA OTOIXEIA TNG ETAIPEIAG, TTOU £XOUV
OeOEUTEI oav €yyunon, yio TO CUYKEKPIPEVO DAVEIO, OE TTEPITITWON TTOU
d¢ev yivel atrorAnpwun Tou daveiou

O 16KOG Bewpeital xpnuatodoTikd £€0d0 (finance cost) kal peTaPEpeTal
oTo Statement of Profit or Loss

TOkog TTOU €eKKpepEl oTo TEAOG TOu xpoOvou BOewpeital Tpéxouoa
uttoxpéwaon (current liability) oto SOFP.

NOYIOTIKA eyypa@r] yia TNV €Kdoon OpoASYwV:

Dr Bank (X)
Cr Debentures (X)

AoyIoTIKN eyypa®n yia TNV €§6@ANON OUOASYwWV:

Dr  Debentures (X)
Cr Bank (X)
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O1wg n peToxn €101 Kal N opoAoyia atroTeAei p€oo kepahaioddtnong (debt capital) Tng
eTaipeiag. QoTO00, PETALU METOXAG KAl OJOAOYIOG UTTAPXOUV dIOPOPES ATTO TIG OTTOIES
Ol TTI0 ONUAVTIKES QaivovTal OTOV TTiVOKA TTOU AKOAOUBEI:

MeToxég

OpodAoya

O uéroxog (shareholder) civai 1810kTATAG O KATOXOG OPOAGYwWV (debenture

Kal £xel OIKaiwPa wrigpou

To METOXIKO KEQAAQIO OEV ETTIOTPEPETAI
(low risk)

Mepioparta TTAnpwvovTal yévov av
UTTAPXOUV KEPON PETA ATTO ATTOPACch
Twv dl1EVBUVTWY (TTapouaidfovTal OTO
Statement of changes in Equity)

Kartda tn d1GAuon TNG ETTIXEIPNONG £XOUV
OIKaiwpa oTa TTEPIOUCIAKA OTOIXEIO TNG
ETAIPEIOG TTOU ATTOUEVOUV PETA TNV
ATTOTTANPWUA TWV TTIOTWTWV

holder) dev eival uEToxog aAAG
davelodOTNG Kal Oev £XEl OIKAIWPA

yneou

Ta opdAoya €xouv nuepopnvia ARENG
Kal TTPETTEN va atToTTANpwBoUv Katd Tn
AA¢EN Toug (high risk)

H eTaipgia gival uttoxpewpévn va
TTANnpwvel Tokoug (finance cost) €ite
UTTApYOUV KEPDN €iTe OXI

O1 kaTox01 OHOAGYWV BEV £XOUV KavEva
OIKaiwua oTa TTEPIOUCIAKA OTOIXEIQ TNG

ETTIXEIPNONG

4.11 ETaipik6g @opog (Corporation tax)

O1 eTaipeieg xpewvovTal ETAIPIKO POPO (POPOG £1000rHaATOG) TTAVW OTA KEPDN TOUG.

Dr Profit & Loss Alc
Cr Corporation Tax payable
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H exktiygnon aut) epgavifetal  wg
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4 AZKHZEIZ KE®AAAIOY
REVIEW QUESTIONS

QUESTIONS

1. Ooov agopd TIG TAIPEIES TTEPIOPIOUEVNG EUBUVNG, VA £ENYNOETE TOUG OPOUG
(i) vouIKA ovTOTNTA KOl
(i) Trepiopiopévn gubUvN.
2. Na OUyKpIVETE TIG ETAIPEIEG TTEPIOPIOUEVNG EUBUVNG PE TIG ATOMIKES ETTIXEIPNOEIG.

3. Na e€gnyfoete TIC OlaQOpEG METALU €Eayopdoiywy KAl Pn  €6ayopaoiuwy
TTPOVOUIOUX WYV PETOXWV.

4. Na €EnyNOETE TIG KUPIEG DIOPOPES HETAEU UETOXWV KOl OROAOYIWV.

5. Ti gival n «€kdoon SIKAIWPATWY ayopdas peToxwvy (rights issue) kai yiati pia etaipeia
TTpofaivel o€ TéEToIa €KdOON;

6. Ti eival n «ékdoaon peToxwv dwpoux (bonus issue) Kai yiaTi hia eTaipeia
€kdIdEl «pETOXEG dpoux» (bonus shares);

7. Na e€nynoTe Tig d10QopEG PETALU KEPAAQIOUXIKWYVY aTTOBEUATIKWY (capital reserves)
Kl OTTOBEUATIKWYV TTPOCOdWYV (revenue reserves).
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EXERCISES

1. Kem plc is a newly register company with an Authorised ordinary share capital of
€500.000 of €1 each.
On 31January it makes its first issues of 20.000 ordinary shares at par.

REQUIRED:

(i) Show the journal entry to record the transaction
(i) Show the Ordinary Share Capital a/c

2. Zenon Ltd had issued ordinary share capital €500.000. On March 31 offered to
the public 200 000 shares of €2 each, at par.

REQUIRED:
(i) Show the journal entry to record the above transaction
(i) Show the Ordinary Share Capital a/c

3. Platon Ltd offered to the public 200 000 shares of €0,50 each at a premium €0,20.

REQUIRED:
(i) Show the journal entry to record the above transaction.
(i) Show the Ordinary Share Capital a/c

4. Farmakas plc has an Authorised share capital of €800.000 of €0.50 each out
of which €200.000 was issued and fully paid.
The directors decided, in order to take advantage of a business opportunity, to
raise another €100.000 by making a new issue of shares at par.
REQUIRED

(i) Show the journal entry to record the transaction
(if) Show the Ordinary Share Capital a/c

5. Pantheon Ltd has an issued share capital of 100 000 ordinary €2 shares.

On 1 March 2019 the company decides to have a rights issue of 2 ordinary €2
shares for every 5 shares held.

REQUIRED:

(a) What will Pantheons Ltd.’s issued share capital be after the rights issue?
(b) Show the journal entry if the rights were offered at €2,40

6. George owns 20 000 €1 shares in Lamda Ltd. The company decides
to make a bonus issue of 1 new share for every 5 shares held.
REQUIRED:

What will George’s total number of shares be after the bonus issue?
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7. On 1 July 2019 Yasmin plc issues €40.000 12%Debentures, at par.

REQUIRED
Show the journal entry to record the issue of debentures.

8. Black Knight plc has in issue 200 000 shares of €0,25 each. At 1 January 2019
the balance on the share premium account is €75.000. The following
transactions occur in the year ended 31 December 2019:

January 31 There is a fully taken 2 for every 5 rights issue at €1,80
August 12 There is 1 for every 10 bonus issue, using the share premium
October 30  Issue €50.000 6% Debentures at par

REQUIRED:

a) Show the journal entries to record the above transactions

b) Prepare the Ordinary Share Capital a/c, and the Share Premium a/c

c) Draft the Statement of Financial Position (extract), after the above
transactions.

9. Bella plc is a newly register company with an Authorised capital of €200.000 of €1
each. During 2019 the following transactions took place in relation to its capital
structure.

i. OnJanuary 31 Bella plc made its first issue of 10 000 ordinary shares at par.
ii. On July 31 Bella plc made a 2 for 5 rights ordinary shares at €1,50 which
was fully taken
iii. On August 20 the directors decided to make a bonus issue of 1 share for
every 10 held by utilizing part of the share premium
iv. On December 20 the company paid €0,10 dividend per share. All the
shares were eligible for the dividend.

REQUIRED:

a) Show the journal entries to record the transactions (i-iv) above

b) Show the Ordinary Share Capital a/c

c) Show the Share Premium a/c

d) Na €gnyAoeTe TIG KUPIEG DIAPOPES METAEU €KOOONG OIKAIWUATWY ayopag
METOXWV Kal dWPEAV €KBOON NETOXWV
(Explain the difference between a rights issue of shares and a bonus issue of
shares)
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10. The Statement of Financial Position of Proton Plc contains the following

information:

ASSETS €000
Non-current assets 37.200
Current assets 5.800
Total assets 43.000
EQUITY AND LIBILITIES

Equity

Share capital: equity shares of €0,25 each 12.000
Share premium 1.400
Retained earnings 24.000
Total equity 37.400
Total liabilities 5.600
Total equity and liabilities 43.000

The directors decided to make a 1 for 5 bonus issue, followed by a 1 for 3 rights
issue at €1,20 per share.

REQUIRED:

a) Show the journal entries to record the rights and bonus issue
b) Prepare the Ordinary Share Capital a/c, Share Premium a/c
c) Show the revised Statement of Financial Position after both share issues

11. You are given the following opening account balances of Vasiliki Ltd for the
year ended 31December 2019:

€
Ordinary Share Capital €0,25 nominal value 200.000
Share Premium 40.000
Retained Profits 750.000

During the year the following transaction took place:

e On1July Issued 60 000 shares at €0,75 each

e On 12 October A bonus issue was made of 2 for every 10 shares

e On 11 November Dividends of €0,02 per share was paid
Net profit for year is €120.000

REQUIRED:

a) Na dwoete Tpia xapakTneIoTIKA Twv Metoxikwv ETaipeiwv MNepiopiopévng
EuBuvng (What are three characteristics of businesses operating as limited
public companies)

b) Show the journal entries for the transactions

c) What is the retained profits balance on 31 December 2019?

d) What is the total number of ordinary shares in issue as at 31 December
20197

99



LIMITED COMPANIES- Nature, Capital structure, reserves and debt

capital

12. You are the Finance Director of Latsi Marina plc, who did not have a very
successful year due to high interest payments on a Bank loan. The Equity and
Liabilities section of the Statement of Financial Position of Latsi Marina plc at

1 January 2019, the start of the financial year, is shown below:

Equity and Liabilities

Equity €m €m
Ordinary share capital of €1 300
Share premium 80
General Reserve 20
Retained earnings (50) 350
Non-current liabilities
9% Bank loan 400

e On June 1 2019 the directors decided to raise another €360 million by making
a rights issue on a ‘one for one’ basis at a price of €1,20

e On August 10 the directors decided to use part of the proceeds from the issue
of shares to repay 50% of the bank loan

e On December 1 2019, the company made a bonus issue of shares of 1 for every
6 held by utilizing part of the share premium

REQUIRED:

a) Show the journal entries to record the rights issue, bonus issue and the
repayment of loan

b) Prepare the Ordinary Share Capital a/c and the Share Premium a/c

c) Show the revised Statement of Financial Position after the above transactions
took place

d) Na dwoete dUo AOyOoUG yia TOUG OTTOIOUG Ol Talpeieg EkBiIdouUV dIKalWPATA
ayopdg.
Give two reasons why companies make a rights issue of shares

13. Famagusta Limited has an Authorised capital of 1 600 000 €1 ordinary shares.
On 1 January 2019 the issued share capital was €200.000 and the balance of the
share premium was €40.000.

Famagusta Limited operates a rapid growth industry and has been very
successful. The directors are very ambitious and wish to raise further capital to
finance expansion.

During the twelve months to 31 December 2019 the following events occurred
which related to the share capital:

i. ~ OnJanuary 1 the company offered to the public 300 000 ordinary shares at a
price of €1,50 per share
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ii.  On July 20 the company made a 2 for 5 rights issue at €1,40 per share

iii.  On November 1, a bonus issue of shares was made of 1 for every 10 shares
held by utilizing part of the share premium

iv.  The company paid a dividend of €0,05 per share on December 31. All the
shares were eligible for the dividend payment

REQUIRED:

a) Show the journal entries to record the transactions (i-iv) above

b) Prepare the Ordinary Share Capital a/c and the Share Premium a/c

c) Na a&lohoyoeTe TNV TTPOTACH TWV BIEUBUVTWYV VA EKOUWOOUV PETOXEG
yla TNV XpNUaTodoTNON TNG ETTIXEIPNONG aVTi TNG €KOOONG OPOASGYWV
(Evaluate the decision of the directors to raise further funds by issuing
Ordinary shares instead of Loan Notes).

14. The Statement of Financial Position of Hondos Plc on 1 January 2019 contains
the following information:

ASSETS €000
Non-current assets 60.000
Current assets 10.500
Total assets 70.500
EQUITY AND LIBILITIES

Equity

Share capital: equity shares of €0,50 each 50.000
Share premium 2.500
Retained earnings 14.000
Total equity 66.500
Total liabilities 4.000
Total equity and liabilities 70.500

During the twelve months to 31 December 2019 the following events occurred
which related to the share capital:

i.  OnJanuary 1 the company offered to the public 20 000 ordinary shares at a
price of €0,70 per share
ii.  On August 25 the company made a 2 for 5 rights issue at €0,80 per share
iii.  On October 31, a bonus issue of shares was made of 1 for every 10 shares
held by utilizing part of the share premium
iv.  The company paid a dividend of €0, 03 per share on 31 December. All the
shares were eligible for the dividend payment
REQUIRED:
a) Show the journal entries to record the transactions (i-iv) above
b) Prepare the Ordinary Share Capital a/c and the Share Premium a/c
c) Show the revised Statement of Financial Position
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METOXIKEZ ETAIPEIEZ NMEPIOPIZMENHZ

5 EYOYNHZ - Moapouciaon TwV OIKOVOMIKWV
- KATOAOTACEWV

(LIMITED COMPANIES)- Presentation of
financial statements)

META TH MEAETH AYTOY TOY KE®AAAIOY OA TPETIEI NA EIZTE 2E OEZH:

e Na eToipadere 1iIg OiIkovouikég KataoTdoelg (Financial Statements)
MeToxikwv ETaipeiwyv Meplopiopévng EuBlvng (Limited Companies)
oUp@wva pe To AigBvég AoyioTiko Mpoédtutro 1 (IAS 1):

e Statement of Profit or Loss

o Statement of Changes in Equity

IAS 1 - NMapouciaon TWV OIKOVOUIKWY KATOOTACEWV
(Presentation of financial statements)

O1 Oikovouikég KataoTdoeig TTou agopouv TiIG Metoxikég ETaipeieg MNepiopiopévng
EuBuvng, etoipdlovral Katd AETTTOPEPN KAl TTAPOUOIO TPOTTO OTTWG KAl QUTEG TNG
QATOMIKNAG ETTIXEIPNON, YIA ECWTEPIKI XPON atrd Toug OIEUBUVTEC (0€N.93).

To AoyioTikdé Mpétummo 1 (IAS 1) Suwg kabBopilel TIC OTTAITAOEIC TNG
SNMOCI0TT0INONG TWV OIKOVOUIKWY KOTAOTATEWV.

O okomdg TnG €TMAOYAG OUYKEKPINEVNG popeng (format), TTou eival atmrAl Kai
KatavonTn, €ival yia va d1EUKOAUVEI TOUG XPHOTEG TWV OIKOVOUIKWY KATAOTACEWV
va BPouV TIG TTANPOQOPIEG TTOU TOUG EVOIAPEPOUV WG ETTIONG KAl VIO VO OUYKPIVOUV
Ta atroteAéopara pe autd GAwv etaipeiwyv.  Or dNUOCIEUPEVEG OIKOVOMIKEG
kataoTdoelg (Financial Statements) civail o1 €€1¢:

Statement of Profit or Loss (SOPL)
Statement of Financial Position (SOFP)
Statement of Changes in Equity (SOCE)
Statement of Cash Flows (C/F)
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5.2 Statement of Profit or Loss (Proforma)
ABC — Statement of Profit or Loss for the year ended 31 December 20XX

€000
Revenues X
Cost of sales™ (X)
Gross Profit X
Other income X
Distribution expenses (X)
Administrative expenses (X)
Profit from operations X
Investment Income X
Finance cost (X)
Profit before tax X
Income tax expense (X)
Net Profit X

Cost of sales*

Opening inventory
Purchases**

Plus: carriage inwards
Less: closing inventory

** In the case of a manufacturing company the
production cost is used

O 1o mavw TUTTOG TTapouciaong Tou Statement of Profit or Loss Bacidetal oTov diaxwpIiouo Twv
datravwyv (by FUNCTION of expenditure). YTrdpxel kai n €mAoyn o diaxwpiopodg va yivel BY
NATURE of expenditure aAAG dev Ba aogxoAnBoUpe pe autr TNV €MAOYN.
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Ta £€£000/daTTAveg XwpiovTal O€ TPEIG KATNYOPIEG:

Distribution costs Administrative expenses Finance Cost
Expenses relating to selling or All expenses not classified as = Bank charges
delivering products or services cost of sales or distribution » |nterest on:

For example: costs. o Debentures or
= Wages of marketing and For example: Loan Notes
distribution staff =  Administration salaries e Bank Loan
= Warehouse wages = Directors remuneration e Bank overdraft
= Warehouse depreciation = Auditors remuneration
= Sales commission = Depreciation of non-
= Expenses and current assets used in
depreciation of motor the administration
vehicles used for = Cash discounts allowed
distribution and any loss to customers
on disposal = [rrecoverable debts
= Marketing costs, such as =  Discount received
advertising and promotion (deducted from other
= Loss/(profit) on disposal costs)
of delivery van = Allowances of trade

receivables — increase
(decrease deducted)

Other Income: Rent income (from vans and machines)

Investment Income: Rent income (from land and buildings)
Interest income on savings
Dividends income on investments

5.3 Statement of Changes in Equity
Aivel emmTpdoBeTEC TTANPOYOPIES YIa AAAaYEG OTOUG AoyaplacpoUg TTOU aVAKOUV OTn
kartnyopia equity kai epgavifovral oto SOFP 61mmwg, Share capital, Share premium,
Retained earnings K.ATT.

Statement of Changes in Equity for ABC for the year ended 31 December 20XX;

Share Share Revaluation| General | Retained Total

capital premium reserve Reserve | earnings
Balances at 1 January X X X X X X
Equity Shares issued X X X
Revaluation surplus X X
Transfer to General Reserve X (x) -
Profit for the year X X
Dividends (X) (X)
Balances at 31 December X X X X X
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5.4 Statement of Financial Position

Statement of Financial Position for ABC at 31 December 20XX

€000

€000

Non-Current Assets

Property, plant and equipment

Investments

X

Intangible non-current assets*®

X

Current Assets

Inventory

Trade and other receivables

Prepayments/Accrued income

Cash at bank and in cash

X X| X| X

Total assets

Equity & Liabilities

Equity

Ordinary share capital

Irredeemable preference share capital

Share premium

Revaluation reserve

Other reserves

Retained earnings

X| X| X[ X| X| X

Non-Current Liabilities

Long-term borrowings (debentures)

X

Redeemable preference share capital

X

Other loans (Loan Notes)

>

Current Liabilities

Trade payables

Short-term borrowings (Overdrafts)

Accruals/ Deferred income

Tax payable

X| X| X| X

X

Total Equity and Liabilities

*Goodwill, Trademarks, Copyrights, Licenses

106




LIMITED COMPANIES- Financial Statements

5.5 EXAMPLE:
The Trial balance of Proton Ltd at 30 April 2016 is as follows:
€ €
Revenue (Sales) 756.000
Purchases 446.000
Inventory at 1 May 2015 32.000
Sales staff salaries and commission 83.000
Administration salaries 57.000
Carriage outwards 24.000
General expenses 45.000
Interest on debentures 5.000
Goodwill 100.000
Freehold premises at cost 240.000
Accumulated depreciation of freehold premises 71.000
Delivery vans at cost 75.000
Accumulated depreciation of delivery vans 30.000
Office machinery at cost 35.000
Accumulated depreciation of office machinery 10.000
Trade receivables 60.000
Trade payables 42.000
Cash and Cash equivalent 66.000
100 000 ordinary shares of €1 100.000
80 000 6% non-redeemable prefer shares of €1 80.000
10% debentures 2020/2028 100.000
Share premium 30.000
General Reserve 40.000
Retained earnings at 1 May 2015 13.900
Interim dividends paid:
Preference 2.400
Ordinary 2.500
1.272.900 1.272.900
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Further information:

3.
4.
(5,

. Inventory at 30 April 2016: €54.000

Depreciation for the year ended 30 April 2016 is to be provided as follows:
Freehold Premises:
Freehold warehouse €4.000
Freehold offices €12.000
Delivery vehicles: 20% on cost
Office machinery: 20% on cost
Debenture interest is payable half-yearly on 1 May and 1 November
Provision is to be made for taxation on the year’s profits in the sum of €25.000
A transfer of €20.000 is to be made to General Reserve.

Required: Prepare

(a) Statement of Profit or Loss for the year ended 30 April 2016, for internal use

(b) Statement of Profit or Loss for the year ended 30 April 2016, in line with 1AS 1

(c) Statement of Changes in Equity for the year ended 30 April 2016 in line with IAS 1

(d) Statement of Financial Position at 30 April 2016 in line with IAS 1.
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SOLUTION

(a) For Internal use (la sowrepikn xprion)

Proton Ltd
Statement of Profit or Loss for the year ended 30 April 2016
€ € €
Revenue 756.000
Cost of sales Inventory at 1 May 2015 32.000
Purchases 446.000
~478.000
Inventory at 30 April 2016 (54.000) (424.000)
Gross Profit 332.000
Less: Expenses
Sales staff and commissions 83.000
Administrative salaries 57.000
Carriage out 24.000
General expenses 45.000
Depreciation: Office premises 12.000
Warehouse 4.000
Delivery vehicles 15.000
Office machinery 7.000 (247.000)
Profit from operations - ~ 85.000
Debenture interest * 10.000
Profit before taxation ~ 75.000
Taxation (25.000)
Profit for the year ~ 50.000
Retained earnings at 1 May 2015 13.900
~ 63.900
Dividends** (7.300)
Transfer to general reserve (20.000)
Retained earnings at 30 April 2016 ~ 36.600

Workings:
* Debenture interest 100.000x10% = 10.000 (paid 5.000+due 5.000)
**Dividends (2.400+2.500) + 2.400
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(b) For publication (l'a dnuooiomoinon) in line with IAS 1

Proton Ltd

Statement of Profit or Loss for the year ended 30 April 2016

(In line with IAS 1) €
Revenue 756.000
Cost of sales (424.000)
Gross profit 332.000
Other income -
Distribution costs (126.000)
Administrative expenses (121.000)
Profit from operations 85.000
Finance cost (10.000)
Profit before tax 75.000
Taxation (25.000)
Profit for the year 50.000
Workings:

Cost of sales Distribution cost Administrative expenses
Opening inventory 32.000 Sales staff salaries and Administrative salaries 57.000
Purchases 446.000 commissions 83.000 General expenses 45.000

478.000 Carriage out 24.000 Depreciation:
Less: closing invent. 54.000) Depreciation: Office premises 12.000
424.000 Delivery vehicles 15.000 Office machinery 7.000
Warehouse 4.000 121.000
126.000
c) Proton Ltd
Statement of Changes in Equity for the year ended 30 April 2016
Share Share General  Retained Total
capital premium reserve earnings equity
€ € € € €
Balance at start 180.000 30.000 40.000 13.900 | 263.900
Profit for the year 50.000 50.000
Dividends paid (7.300%) (7.300)
Transfer to 20.000 |  (20.000)
general reserve
Balance at end 180.000 30.000 60.000 36.600 | 306.600

*(2.400+2.500) +2.400
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(d) Proton Ltd
Statement of Financial Position at 30 April 2016
(In line with IAS 1)

Assets
Non-current assets
Intangible — Goodwill
Tangible — Property, plant and equipment

Current assets
Inventories
Trade receivables
Cash and cash equivalent

Total assets

Equity and Liabilities

Capital and reserves
Share capital
Share premium
Reserves
Retained earnings

Non-current liabilities
10% Debentures
Current liabilities
Trade payables
Other payables (5.000+2.400)
Tax payable

Total Equity and Liabilities

100.000
201.000

301.000

54.000
60.000
66.000

180.000
481.000

180.000
30.000
60.000
36.600

306.600

100.000

42.000
7.400
25.000

- 74400

481.000

Working Cost Accum. Depn Carrying Value *
Freehold Premises 240.000 87.000 153.000
Delivery Van 75.000 45.000 30.000
Office machinery 35.000 17.000 18.000
350.000 149.000 201.000

* Net book value
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5 AZKHZEIZ KE®AAAIOY
REVIEW QUESTIONS
EXERCISES
1. The trial balance extract of Paphiana Plc for the year ended 31 December 2017 was
as follows:
€000 €000
Revenue 1.920
Purchases 1.152
Advertising expenses 73
Audit fees 9
Irrecoverable debt expenses 21
Inventory at 1 January 2017 25
Administration salaries 80
Sales persons salaries 44
Manufacturing wages 87
Hire of factory plant 15
Interim dividend declared and paid 14
Office Premises — depreciation expense 33
Factory Plant — depreciation expense 66
Delivery vehicles — depreciation expense 22
10% loan notes 200
Loan note interest paid 10

Additional information:

e Inventory as at 31 December 2017 was valued at €29.000
¢ The income tax expense for the year was estimated to be €50.000
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REQUIRED:

a) Prepare a Statement of Profit or Loss for Paphiana Ltd for the year ended 31
December 2017, for internal use

b) Prepare a Statement of Profit or Loss for Paphiana Ltd for the year ended 31
December 2017, in line with IAS 1.

2. Markos Ltd trial balance as at 31 December 2017 shows the following items:

€000 €000
Revenues 6.000
Opening Inventories 150 (1%)
Purchases of raw materials 800
Factory Wages 1.000
Depreciation of machinery 200
Depreciation of delivery vans 100
Depreciation of equipment 300 (2%)
Rent & rates 700 (3%)
Office salaries 500 (4%)
Interest 100

*see note

Further information:
1. Closing Inventories at 31 December 2017 are €180.000
2. 1/3 of office equipment by net book value is used by the sales department. The
rest is used for general administration
3. Rent and rates will be apportioned in accordance with the floor space as follows:

Factory 4000m?
Delivery and marketing office 1000m?
General administration 2000m?

4. 75% of office salaries relate to delivery, marketing and sale staff.

REQUIRED:

a) Allocate and apportion these expenses between cost of sales, selling and
distribution costs, and administration costs

b) Prepare Markos’ Ltd Statement of Profit or Loss for the year ended 31 December
2017, in line with IAS 1 .
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3. Classify the following items by function of expenditure in cost of sales, distribution costs,
administrative expenses and finance cost:

Distribution costs Inventory at 1 January 2016
Administrative expenses Irrecoverable debts
Carriage inwards Warehouse wages

Bank interest Auditors remuneration
Warehouse depreciation Purchases

Sales commission Revenue

Director fees Inventory at 31 December
Discount received Administration salaries

4. Amalthea plc provided the following information at 31 December 2017:

€
Share capital (€1 ordinary shares) 400.000
General reserve 40.000
Retained earnings 75.000
Share premium 80.000

On 30 September 2017 an interim dividend of €0,10 per share was paid.
The draft profit for the year ended 31 December 2017 was €85.000.

REQUIRED:

Prepare the statement of Changes in Equity for Amalthea plc for the year ended 31
December 2017 in the following form.

Share Share General Retained Total
Capital Premium Reserve Earnings
€ € € € =
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5. Hermes PIc provided the following information at 30 June 2017:

€000
Share capital (€0,50 ordinary shares) 400
General reserve 40
Retained earnings 95
Share premium 80

v" On 31 March 2017 an interim dividend of €0,10 per share was paid

v" On 30 June 2017 an amount of €10.000 was transferred to the general reserve

v" On 30 June 2017 the directors proposed to pay final dividend of €0,20 per share on
the ordinary shares.

The draft profit for the year ended 30 June 2017 was €192.000

REQUIRED:

Prepare the Statement of Changes in Equity for Hermes plc for the year ended 30
June 2017 in the following form:

Share Share General Retained Total
Capital Premium Reserve Earnings
€ € € € =
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6. Platonas Plc provided the following information at 30 June 2017:

€000
General reserve 60
Share capital (€0,50 ordinary shares) 400
Retained earnings 95
Share premium 40
Premises — cost 145
Premises - accumulated depreciation 25
Land - cost 100

v" Premises are depreciated at 15% per annum using the reducing (diminishing)
balance method. During the year the land was revalued to €120.000

v" On 31 December 2016 an interim dividend of €0,05 per share was paid

On 30 June 2016 an amount of €10.000 was transferred to the general reserve

v" On 30 June 2017 arights issue of 2 ordinary shares for every 5 shares held was
made at €0,80 per share. The issue was fully subscribed.

<

The draft profit for the year ended 30 June 2017, before accounting for
depreciation, was €132.500
REQUIRED:

Prepare the Statement of Changes in Equity for Platonas plc for the year ended 30
June 2017, in the following form:

Share
Premium

Share
Capital

€ €

General
Reserve

€

Revaluation
Reserve

€

Retained
Earnings

€

Total
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7. Pericles Plc provided the following information at 31 December 2017:

€000
General reserve 50
Ordinary Share capital (shares of €2,00 each) 500
Retained earnings 50
Share premium 70
Irredeemable 7% Preference Share Capital (shares of €1,25 each) 100
Machinery — cost 150
Machinery - accumulated depreciation 30
Land - cost 120
Profit for the year before accounting for depreciation 84

e Machinery are depreciated at 20% per annum using the reducing (diminishing)
balance method. During the year the land was revalued to €150.000.

e On 30 June 2018 a bonus issue of 2 ordinary shares for every 20 shares held was
made.

e On 1 July 2018 an interim ordinary dividend of €0,10 per share was paid.

e On 31 July 2018 a rights issue of 2 ordinary shares for every 10 shares held was
made at €2,20 per share. The issue was fully subscribed.

e On 31 December 2018 an amount of €15.000 was transferred to the general reserve.

e On 31 December 2018 the dividends of Irredeemable Preference shares were paid.

REQUIRED:

a) Prepare the Statement of Changes in Equity for Pericles Plc for the year ended 31
December 2018
b) Journal entries regarding the issue of shares and the payments of dividends.

Note: Workings must be shown
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8. The following balances have been extracted from the books of Columbus
International Plc as at 31 December 2017:

Dr Cr
€ €

Issued share capital 400.000 ordinary shares of €0,50 each 200.000
Office equipment - cost 200.000
Office equipment — accumulated depreciation 20.000
Bank 50.000
6% Loan stock 100.000
Retained earnings at 1 January 2017 76.000
Trade receivables 100.000
Trade payables 70.000
Other payables 10.000
Other receivables 8.000
Inventory at 1 January 2017 100.000
Sales 480.000
Purchases 360.000
Office salaries and wages 100.000
Office rent 10.000
Heat and light 7.000
Loan interest 3.000
Delivery vehicle expenses 2.000
Distribution expenses 16.000

956.000 | 956.000

The following adjustments are also required:

(i) Office equipment are depreciated at 10 per cent per annum on a reducing balance

basis
(ii) Inventory at 31 December 2017 was valued at €91.000
(iii) Auditor’s remuneration of €4.000 is due

(iv) The interest on the 6% Loan stock for the second half of the year was outstanding

(v) An allowance of 2% on trade receivable is created after writing off a debt of €4.000
which is considerable to be irrecoverable

(vi) On 31 December 2017 the company had a rights issue of 1 new share for every 5
shares already held at a price of €1,40 per share.
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REQUIRED Prepare, in line with IAS 1:
a) The Statement of Profit or Loss for the year ended 31 December 2017

b) The Statement of Changes in Equity for the year ended 31 December 2017
c) The Statement of Financial Position as at 31 December 2017.

. The following balances have been extracted from the books of Acropolis Plc as at

31 December:

Dr Cr
€ €

Ordinary share capital: €1 shares 500.000
Share premium 60.000
General reserve 24.000
Revenue 2.545.185
Returns inwards 68.100
Inventory 168.360
Retained earnings 69.875
Purchases 1.237.955
Returns outwards 60.610
Warehouse wages 205.120
Carriage inwards 3.170
Carriage outwards 21.895
Motor vehicle expenses 42.385
Sales department salaries 152.555
Administrative wages and salaries 138.595
Plant and machinery 305.000
Accumulated depreciation: plant and machinery 108.145
Directors’ remuneration 97.570
General distribution expenses 13.565
General administrative expenses 23.995
Ordinary dividend paid 187.500
Rent income 18.575
Trade receivable 811.785
Cash at bank and in hand 89.625
Trade accounts payable 180.785

3.567.175 | 3.567.175
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Notes:

(i) Inventory at 31.12.2017 €206.390

(ii) Plant and machinery is apportioned: distributive 60%, administrative 40%

(iii) Accrued auditors’ remuneration was €35.500

(iv) Depreciate plant and machinery 20% on cost

(v) Of the motor expenses, €27.500 is for distributive purposes

(vi) Corporation tax on profits is estimated at €119.200 and is payable on 01.10.2018

(vii) Directors remuneration incudes €22.500 of the marketing director.

REQUIRED:
Prepare, in line with IAS 1:

a) The Statement of Profit or Loss for the year ended 31 December 2017
b) The Statement of Changes in Equity for the year ended 31 December 2017

c) The Statement of Financial Position as at 31 December 2017.
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10. Green Park Ltd extracted the following balances at 31 August 2015:

€
Allowances for irrecoverable debts 4.598
Carriage inwards 26.000
Carriage outwards 35.450
Discount allowed 2.500
Fixtures and fittings accumulated depreciation 15.000
Fixtures and fittings at cost 40.000
General administration expenses 74.560
General distribution costs 44970
Irrecoverable debts 3.500
Office buildings at cost 242.000
Loan at 10% 100.000
Machinery accumulated depreciation 56.000
Machinery at cost 80.000
Motor vans accumulated depreciation 24.000
Motor vans at cost 60.000
Opening inventory 46.540
Purchases returns 4.900
Purchases 524.900
Sales 959.678
Sales returns 9.678
Trade payables 79.850
Trade receivables 65.700
Wages and salaries 92.500
Warehouse rent 17.000
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Additional information:

e On 1 June 2015 a motor van, cost €20.000, with accumulated depreciation of
€14.600 was sold for €6.000. This has not yet been recorded in the books

e The depreciation policy is to be charge a full year’s depreciation in the year of
acquisition and none in the year of disposal

¢ Inventory at 31 August 2015 was valued at 64.350

v This included damaged goods costing €5.000. These goods can be repaired at
an additional cost of €350 and can be sold for €4.250
v This also included damaged goods costing €7.250, which are irreparable and
unsaleable but can be replaced at a cost of €8.750
v' Wages, and salaries, €7.500, were outstanding. The wages and salaries were
shared between administration expenses and distribution costs in the ratio of
80% and 20% respectively
v Allowances for irrecoverable debts was to be maintained at 10% of trade
receivables
v' The warehouse rent included €1 500 for the quarter ending 30 September
2015
v Depreciation is to be charged as follows:
Non-Current Assets Method Apportionment
Office buildings 10% straight line
Motor vans 20% reducing balance
, , Administration expense 75%
Machinery 20% reducing balance Distribution cost 25%
. - . . Administration expense 75%
Fixtures and fittings 10% straight line Distribution cost 25%

REQUIRED:

Prepare Green Parks Ltd.’s Statement of Profit or Loss the year ended 31 August
2015, in line with IAS 1.
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11. The following balances appeared in Bookers’ Ltd books after the preparation
of the statement of Profit and Loss for the year ended 30 June 2016:

€

Issued capital: 400,000 €0,50 ordinary shares fully paid 200.000
6% €1 Irredeemable preference shares fully paid 50.000
Freehold land and buildings at cost 420.000
Inventory 57.800
10% debentures (repayable 2018) 40.000
Trade receivables 24.800
Trade payables 9.400
Expenses prepaid 850
Share premium 76.220
General reserve 40.000
Expenses accrued 530
Retained earnings at 1 July 2015 46.200
Bank (Cr) 1.600
Fixtures & fittings:

Cost 63.000

Accumulated depreciation 28.500
Preference interim dividend paid 1.500
Ordinary interim dividend paid 10.000

The company's Statement of Profit or Loss had been prepared and revealed a net
profit of €84,100. However, this figure and certain balances shown above needed
adjustment in view of the following details which had not been recorded in the
company's books.

(i) It appeared that a trade receivable who owed €400 would not be able
to pay. It was decided to write off his account as irrecoverable debt

(i) An examination of the company's inventory on 30 June 2016 revealed
that some items shown in the accounts at a cost of €2.300 had
deteriorated and had a resale value of only €1.700

(i)  Atthe end of the financial year some fixtures & fittings which had cost
€4.200 and which had a carrying value of €900 had been sold for €1.400.
A cheque for this amount had been received on 30 June 2016 and had
been entered only in the cash book. No depreciation is accounted for in
the year of sale

(iv) A half-year’s debenture interest is unpaid

123



LIMITED COMPANIES- Financial Statements

REQUIRED

a) Prepare a statement which shows the changes that should be made to the net
profit of €84.100, after the directors proposed to transfer €60.000 to the general
reserve on 30 June 2016. This has not yet been recorded in the books

b) Prepare Bookers’ Ltd Statement of Changes in Equity for the year ended
30 June2016

c) Prepare Bookers’ Ltd Statement of Financial Position at 30 June 2016, in line
with IAS 1.
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6 KATA2TAXH TAMEIAKON POON
(STATEMENT OF CASH FLOWS)

META TH MEAETH AYTOY TOY KE®AAAIOY OA PETIEI NA EIZTE ZE OEZH:

¢ Na karavoeite Tnv évvoia Tng Katdotaong Tapeiakwyv Powv(Statement
of Cash Flow) kai Tov Adyo 1Tou auTr atroTeAEI JIa akOun avaykaia
XPNHOTOOIKOVOMIKN KATAoTAON

e Na avTIAapuBAVECTE TTWGS KAl YIATI Ol ETAIPEIEG EIVAI UTTOXPEWMEVES VA
oupTtrepiAapdvouv Tnv Katdotaon Tapeiakwv Powv oTIg
ONMOCIEUPEVEG TOUG KATAOTACEIG

e Na groipalere Tnv Kardoraon Tapgiakwyv Powv cup@wva pe 1o AigBvég
NoyioTiké Mpotutro 7 (IAS 7)

e Na gppnvevete Twg N Karaotaon Tapeiokwyv Powv deixvel Tn HeTaBoAn
OTN PEUCTOTNTA KATA TNV AOYIOTIKH XpoVvid

6.1 Elcaywyn

Ormrwg €xoupe pdBel n Karadotaon AtroteAeopdtwy Xpriong (Statement of Profit or Loss)
Ocixvel Ta KEPON (N CNMIEG) MIAG ETTIXEIPNONG YIO MIO XPOVIKR TTEPiodo evw n KardoTtaon
Xpnparooikovouikig  ©Oéong  (Statement of Financial Position)  deixver v
XPNUATOOIKOVOIKN TNG KaTdoTaon o€ pia dedopévn oTiyur. Kapia dpwg atd T duo dev
Ociyvel Kal oUTe eTTEENYEI TN METABOAR OTN PEUCTOTNTA TNG, ONAQDK dEV AvaPEPEI TOV AOYO
) AGyoug TTou augninkav i heiwdnkav Ta YeTPNTA KATé TNV AOYIOTIKN TTEPIOdO.

Kauia emyxeipnon dgv 6a odnynBei o€ KAgioiyo av
EXEI KAvEl {NUIEG, AAAG avTIBETWGS Ba UTTOXPEWBET O€
KAgiouo av dev gival o€ Béon va TTANPWOEl TOUG
mMOoTWTEG TNG. H peguotdTnTa Aoittdv, dnAadrn n
IKQVOTATA  MIAG  ETTIXEIPNONG VA TTANPWVEL  TIG
TPEXOUOEG UTTOXPEWOEIG TNG, €ival TTIO CNMAVTIKA
atrd Tnv Kepdoopia. H peuoTdTNTA €ival TO «aipay
yia mv Cwn Tng emixeipnong (lifeblood of the
business) ka1 a1té auTAv e€apTdTal n emRiwon TG.
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Kardotaon Tapeiakwyv Powv (Statement of Cash Flows)

'’ autd TOV OKOTTO €ival avaykaia n KaTapTion piag GAANG XpNUATOOIKOVOUIKNAG KATAOTAONG,
TTou ovopaletal Karaotaon Tapsiakwyv Powv (Statement of Cash Flows), cupowva pe
TIG atraitioelg Tou AlgBvoug AoyioTikou lMpotutrou 7 (IAS 7) mou atroteAsi éva
AVOTTOOTTOOTO HEPOG TWV OIKOVOUIKWY KATAOTACEWV.

H Kardotaon Tapegiokwv Powv epeavifel TIG TAUEIOKEG POEC — TAMEIOKEG EI0POEG
(ei0mrpdceig, cash inflows) kal TapglokéS ekpoég (TTANPpwWUEG, cash outflows), SnAadn, autd
TToU TrponABav atrd PeTPNTA KAl QUTA TToU datraviOnkav o€ HETPNTA.
H KardoTtaon Tauegiakwyv Powv BonBd otnv:
e ACloAdynon Tng Tpéxoucag peuoTotnTag (liquidity) kai TG @epeyyudTnTAg
(solvency) Tn¢ emixeipnong
Peuordrnra = ikavotnta tne eTaipgiac va KaAUWE TIC BpaxutTpO0e0LES UTTOXPEWOTEIS
PepeyyuoTnTa = IKQVOTNTA TNS ETAIPEIAS va KAAUWEI TIC UAKPOTTOOBECLIES UTTOXPEWTEIS THC
e ACloAdynon TG XpnHATOOIKOVOUIKNG TTpooapuooTIKOTNTAG (financial adaptability)
TNG €mIXEipnong - av dnAadn n emxeipnon civar oe Béon va avaAdBer dpdon kal va
OAAGEE! TIG TAUEIOKES TNG POEG VIO VA TTPOCAPUOOTEI 0€ ATTPOPRAETITA yeyovoTa
e 3TNV €KTinonN TwV MEAAOVTIKWYV TAMEIOKWY POWV
e 270 OIOXWPIOUO TWV TAMEIOKWY POWV C€ KUPIOUG TUTTOUG, dNAAdK evTOG Kal EKTOG
TNG ETTIXEIPNONG — KOBWGS KAl OTO KOBOPIOHO TAPEIOKWY POWYV TTOU dnuioupyouvTal
aTTO EUTTOPIKEG CUVAAAQYEG
e Na TOopéxel TTEPIOCOTEPEG  TTANPOPOPIEG OXETIKA HE  TIG  ETTIXEIPNMATIKEG
dpacTNPIOTNTEG KAl VA BoNBA& OTOV EYKAIPO EVTOTTIOUO TUXOV TTPORANUATWY.

OPIZMOL:
O1 ak6AouBol 6pol xpnoipoTrolouvTal o€ auTd TO MNMPATUTTO:

» Tapgiakd diabéoipa (cash) civar autd Tou aTToTEAOUVTAI OTTO PETPNTA OTO TAMEIO
TNG ETTIXEIPNONG KAl ATTO KOTABEOEIG, TTOU PTTOPET va avaAngBouv dueca

» Tapgiakd 1Ic0duvapa (cash equivalent) ival o1 BpaxutrpoBecueg eTTeEVOUOEIG, TTOU
MTTOPOUV EUKOAQ KOl AUECQ VO YETATPATTOUV O€ HPETPNTA (TT.X. OJOAoya dnuoaiou)

» Tapelakég poég (cash flows) cival 1600 o1 €10pogg (inflows) 600 Kal O1 EKPOEG
(outflows) Tapeiakwy dIABECIPWY KAl TOUEIAKWY I00OUVAPWV™

*2nUeEiwon: XTn ouvéxela, OTTou avagépovTal Ta PJETPNTA Ba evvoeital 6T auTo Ba

oupTTEPIAAPPBAvEl TOOO Ta TapEIOKA (cash) dlaBEoiua 600 Kal Ta TAPEIAKA I000UVANQ
(cash equivalent).
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6.2 Katnyopieg Tapeiakwyv Powv

O1 TapelakéG poEG XwpilovTal O€ TPEIG KATNYOPIEG Kal Tagivopouvtal OTIC IO KATW
OpaoTNPIOTNTEG:

v
v
v

A&aiToupyikég ApaoTnpidTnTES (Operating activities)
EtrevduTikég ApaoTnpidTtnTeg (investing activities)
XpnuarodoTikég ApaoTnpiotnTeg (financing activities)

A&aitoupyikég ApaoTnpioTnTeg (Operating activities)

Eival o1 kUpieg dpaoTnpIOTNTEG dnUIoUPYIag €00dWV TNG ETTIXEIPNONG KAl GAAEG
OpacTNPIOTNTEG TTOU OEV Eival ETTEVOUTIKEG ] XPMNHUATOOIKOVOUIKEG

MNa mapddeyua, 1I0TpAgelig amd TNV TTWANoN ayabwy Kal TNV TTapoxr UTTNPECIWY,
TTANPWHES OTOUG TTPOPNBEUTES, TTANPWHES MIOBWV Kal GAAWY £COOWV.

EtrevduTikég ApaoTtnpidtnTeg (Investing activities)

Eival o1 5paotnpidtnTEG TTOU TTEPIAAPBAVOUV TNV ATTOKTNON 1) TNV TTWANGCN OTOIXEIWV
MN KUKAOQOPIOKOU evEPYNTIKOU, OTTWG €ival T KTAPIA, TA JNXOVAMOTA, TO AuToKivnTa
KaBwg Kal o1 eTTeEVOUOEIC 0 AAAEG ETAIPEIEG.

XpnuarodoTikég ApaoTnpiotnteg (Financing activities)

Eival o1 dpaoTnpIdTNTEG TTOU KATAAYOUV O€ JETAPBOAEG OTO PEYEBOG Kal TN oUVOEON
TOU PETOXIKOU KE@AAQiou Kal Tou dAVEICPOU TNG ETTIXEIPNONG. ZTNV KATNyOpia auTh
mepIAapBavovTal n ékdoaon JETOXWYV, N oUuvawn daveiwy Kal N attoTTAnpwur daveiwy,
N KOTABOAN HEPIOHATWV.

XpNOIpEG CUUPBOUAEG:

O1 Asitoupylikég dpaoTnpIoTNTEG OxeTiCovTal Pe TNV Katdotaon ATTOTEAEOUATWYV
(SOPL) 1ng Tpéxoucacg xpovidg, To Kukhogpoplakd Evepyntikd (Current assets) kai
TIG BpaxutrpdBeoueg Ymroxpewoelg (Current liabilities) 0o cuvexdpevwy xpdvwv
(SOFP)

O1 eTevOUTIKEG dPAOCTNPIOTNTEG OXETICOVTAI PE TA ZTOIXEID PN KUKAOQOPIOKOU
evepynTikoU (non-current assets ) 00 cuvexduevwy xpovwy (SOFP)

O1 xpnpaTodoTIKEG OpaoTNPIOTNTEG OXeETiICovTal ME TIGC MakpOTTPOBETUES
Ymoxpewoelg (Non-current liabilities) kai Ta 1010 KepdAaia (equity capital) duo
ouveXopevwy xpovwy (SOFP).
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Mapouciaon AsiToupyikwv ApacTnpIOTATWYV

YTrapxouv dUO TPOTTOI TTAPOUCIaoNG TWV AEITOUPYIKWY dpacTNPIOTATWY OTnV Kardotaon
Tapeiakwyv Powv:
e H éppeon péBOdOGg (indirect method), n otroia ATTOPRAETTEl OTN PETATPOTIA TWV
KaBapwyVv KEPOWV € TOUEIOKES POEC ATTO AEITOUPYIKEG OPACTNPIOTNTEG
e H dueon péBodog (direct method), otnv otroia avagépovial OAeG oI POOIKEG
KATNYOPIES EIOTTPALEWYV KAl TTANPWHWYV ATTO AEITOUPYIKEG BPACTNPIOTNTEG.

MNa Tov okotrd Tou TTaPOVTOG PBIPAiou, Ba eEeTdoouue pévo TNV éupeon pEBOSO
(indirect method).

6.3 Operating activities (Indirect method)

O1 TauEloKEG POEG €ival AVTIKEIMEVIKESG (OEiXVOuv TNV TTPAYUATIKI) PO METPNTWV) OF
avtibeon pe Tov UTTOAOYIONG TOu KEPOOUG TTOU €ival UTTOKEIMEVIKOG Kal Bacifetal o€
uTToB£0¢€IG — concepts. Zav atmoTEAeoua yia Tov utToAoyioud Tou KEPOOUG Aaupdavovral
uTTOWn oToIXEIa TToU OEV APOPOUV TAMEIAKES POEG, OTTWG VIO TTAPABEIYHA Ol ATTOORECEIS
oToixeiwv Mn KukAogopiakou Evepyntikou. Anuioupyeital AoImTov n avaykn TTpocappoyns
METALU KEPOWV TIPIV TN QopoAoyia, OTTwg avagépovTtal oTo SOPL Kal TAMEIOKWY pOowvV
aT1TO AEITOUPYIKEG OPAOCTNPIOTNTEG, WG EENG:

PROFORMA

Reconciliation between profit before tax, as reported in the SOPL, and cash generated
from operations

Cash Flows from Operating Activities €
Profit before tax X
Add Finance cost (for the year) X
Less Investment income  (for the year) (X)
Add Depreciation charge X
(Profit) / loss on disposal of non-current assets (X)X
Operating cash flow before working capital changes X
(Increase)/decrease in inventories (X)X
(Increase)/decrease in trade receivables (X)X
Increase/(decrease) in trade payables X/(X)
Cash generated from operations X
Less interest paid (X)
Less tax paid (X)
Net Cash Flow from Operating Activities X
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Finance cost (Tokoi)

—) Add

gV aTTOTEAOUV PEPOG TWV PETPNTWYV ATTO AEITOUPYIKEG
0pacTNPIGTNTES KAl YIO QUTO TTpoaTiBevrai

—) Less

Investment income
(é008a amé emevduoeig)

Oev aTroTEAOUV PEPOG TWV PETPNTWYV OTTO AEITOUPYIKEG
0pacTNEIOTNTES Kal yia auTd apaipouvrai

Depreciation
(amrooBéocig)

—) Add

€€000 TTOU dev TTANPWVETAI hHE JETPNTE (non-cash expense)
Kal yia auté mpoaoTiBsrai

Increase in trade receivables
(auénon xpewoTwy) Less
Decrease in trade receivables
(MEiWOoN XPEWOTWYV) —} Add

agaipeirai eTTeIdA auTo gival Eva JEPOG TOU KEPOOUG TTOU
gival deopeupévo Kal dev €XEl akOUN UAOTTOINBEI O€ PETPNTA
mpoaoTiBsral apou gixe oav aTTOTEAECUA TNV AUENON
METPNTWV

Increase in inventories

(auénon amobsudrwv) —P Less
Decrease in inventories

(ugiwon amoBsudrwy) —} Add

agaipeiral aQou gixe oav ATTOTEAECUA PEIWON OTa NETPNTA

MPOOTIBETAI APOU ATTEAEUBEPWIVEI ETTITTAEOV PETPNTA

Increase in trade payables
(avénon moTwWTWY) —) Add
Decrease in trade payables

(ueiwaon moTwTWV) Less

mpoaoTiBsral apou gixe oav ATTOTEAECUA TNV AVOBOAN € Ia
TAPEIOKA TTANPWUA Kal TV algnon JETPNTWY

agaipeiral aQou gixe oav ATTOTEAECUA PEIwWON oTa PETPNTA

Example

Star Ltd has profit before tax for the year ended 31 December 2016 €1.700, after charging
€1.300 for depreciation and after making a profit on sale of a motor van of €240.
The statement of financial position shows the following entries:

2016 2015
Inventories 1.172 1.526
Trade receivables 2.042 1.178
Trade payables 886 2.862
REQUIRED:
Calculate the net cash flow from operating activities.
Solution
Cash Flow from Operating Activities €
Profit before tax 1.700
Add Depreciation charge 1.300
Less profit on sale of motor van (240)
Operating cash flow before working capital changes 2.760
Add decrease in inventories 354
Less increase in trade receivables (864)
Less decrease in trade payables (1.976)
Net Cash Flow from Operating Activities 274
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6.4 Investing activities PROFORMA

Cash Flow from Investing Activities

Payments to acquire both tangible and intangible non-current assets (X)
Payments to acquire shares in other companies (X)
Proceeds from sale of both tangible and intangible non-current assets X
Dividends received from shares in other companies X
Interest received from investments X
Net Cash (used in)/from Investing Activities (X)/X
Inflows: MwANCEIG OTOIXEIWV PN KUKAOQOPIOKOU evePyNTIKOU (UANIKWV A AUAwV)

Eiotrpagn pepIiopdTwyY atmo PETOXEG, eioTTpagn TOKWVY atrd £TTEVOUOCEIS

Outflows: Ayopd oToIXEIWV PN KUKAOQOPIOKOU evePyNTIKOU (UAIKWV 1) QUAWV)

Example

Diamond Ltd bought a new machinery in the year ended 31 December 2016 for a cost of
€1.610.000. During the year they sold an old machinery for €850.000. They also received
interest on investment of €700.000. Calculate the cash flows from investing activities.

REQUIRED:

Calculate the net cash flow from investing activities.

Solution
Cash Flow from Investing Activities €
Purchase of new machinery (1.610.000)
Proceeds from sale of machinery 850.000
Interest received from investments 700.000
Net Cash used in Investing Activities ‘ (60.000) ‘
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6.5 Financing activities PROFORMA

Cash Flow from Financing Activities
Receipt of bank loans X
Cash received from the issue of debentures X
Cash received from the issue of share capital X
Repayment of share capital (X)
Repayment of loans and other non-current liabilities (X)
Dividends Paid (X)
Net Cash (used in)/from Financing Activities (X)/X
Inflows: Eiomrpagn atrd tnv ékdoon peToxwy, gioTrpagn armmo daveia n
OMOAoya
Outflows: A'ITO'IT)\I‘](?UOUI’] 50Y£IUUV 1l OMOAGYWV, ATTOTTANPWUN JETOXWV,
TTANPWWI HEPIOUATWV
Example

Pear Ltd issued 175 000 €1 shares at par during the year ended 31 December 2016. The
non-current liabilities at the end of the year were €48.000 compared to the €30.000 at the
beginning of the year. The company paid a dividend of €0,10.

REQUIRED:
Calculate the net cash flow from financing activities.

Solution

Cash Flow from Financing Activities

Proceeds from issue of shares 175.000
Receipt of a bank loan 18.000
Dividends paid (17.500)
Net Cash from Financing Activities 175.500
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6.6 Statement of Cash Flow for the year ended..... PROFORMA

Net Cash Flow from operating activities
Profit before tax

Finance cost

Investment income

Depreciation

Loss/(Profit) on Sale of Non-Current Asset

Operating cash flow before working capital changes
(Increase)/Decrease in inventories

(Increase)/Decrease in trade receivables
Increase/(Decrease) in trade payables
Cash generated from operations
Interest Paid: Bank overdraft

Bank Loan
Income Tax Paid

Net Cash (used in)/from Operating Activities

Cash Flow from Investing Activities

Payments to acquire tangible/intangible non-current assets
Payments to acquire shares in other companies

Proceeds from sale of tangible/intangible non-current assets
Dividends/interest received

Net Cash (used in)/from Investing Activities

Cash Flow from Financing Activities

Proceeds from issue of shares

Receipt of Loans

Repayment of Loans

Dividends Paid

Net Cash (used in)/from in Financing Activities

Net increase/(decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Cash and cash equivalents at the end of the year
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6.7 FULLY WORKED EXAMPLE

KANE LIMITED
STATEMENT OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2016
€000 €000
Sales 720
Cost of sales 70
Salaries & wages 94
Depreciation 118
Loss on disposal 18 300
Operating profit 420
Finance cost (28)
Profit before tax 392
Taxation (124)
Profit for the year 268
KANE LIMITED
STATEMENT OF FINANCIAL POSITION AS AT 31 DECEMBER
2016 2015
€000 €000 €000 €000

Non-current assets
Cost 1.596 1.560
Accumulated Depreciation (318) (224)

1.278 1.336
Current assets
Inventory 24 20
Trade receivables 66 50
Bank 48 138 56 126
Total Assets 1.416 1.462
Equity & Liabilities
Share capital 360 340
Share premium 36 24
Retained earnings 716 514

1.112 878
Non-current liabilities
Long-term loans 200 500
Current liabilities
Trade payables 12 6
Taxation 92 104 78 84
Total Equity and Liabilities 1.416 1.462

Notes:

e Dividends totaling €66.000 were paid during the year
e Purchase of a new machinery €90.000
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REQUIRED:

Prepare a Statement of Cash Flows for Kane Ltd for the year 31 December 2016 with the
requirements of IAS 7.

Solution
Workings:
(1) Corporation Tax A/c
€000 €000
Cash - paid 110 Balance b/d 78
Balance c/d 92 SOPL- charge for the year 124
202 202
(2) Non-Current Assets A/c (Cost)
€000 €000
Balance b/d 1.560 Disposals 54
Bank- Purchase of a new 90 Balance c/d 1.596
machine
1.650 1.650
(3) Accumulated Depreciation A/c
€000 €000
Depreciation - disposal 24 Balance b/d 224
Balance c/d 318 SOPL- charge for the year 118
342 342
(4) Disposal Alc
€000 €000
NCA at cost (W2) 54 Accumulated Dep’n (w3) 24
Bank-proceeds 12
Loss on disposal 18
54 54
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KANE LIMITED

STATEMENT OF CASH FLOWS FOR THE YEAR ENDED 31 DECEMBER 2016

€000 | €000

Cash flows from operating activities
Profit before taxation 392
Add: Loss on sale of machinery 18
Add: Depreciation 118
Add: Finance cost 28
Operating cash flow before working capital changes 556
Less: Increase in inventories (4)
Less: Increase in trade and other receivables (16)
Add: Increase in trade payables 6
Cash generated from operations 542
Interest paid (28)
Tax paid (W1) (110)
Net cash from operating activities 404
Cash flows from investing activities
Purchase of non-current asset (W2) (90)
Proceeds from sale of non-current asset (W4) 12
Net cash used in investing activities (78)
Cash flows from financing activities
Proceeds from issue of share capital (360+36-340-24) 32
Repayment of long-term borrowings (500-200) (300)
Dividends paid (66)
Net cash used in financing activities (334)
Net Decrease in cash and cash equivalents (8)
Cash and cash equivalents at beginning of period 56
Cash and cash equivalents at end of period 48
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6 AZKHZEIZ KE®AAAIOY
REVIEW QUESTIONS

QUESTIONS

1)

2)

3)

4)

5)

6)

7)

8)

9)

Ti eival n Katdotaon Tapeiokwv Powv Kal TTwg Bondd Toug XpHOTEG TWV OIKOVOUIKWY
KATOOTAOEWV;

2€ TTOIEG KATNYOpiEG TagivououvTal ol dpacTnpidTnTeg oTnv Katdotaon Taugiakwy Powy;

2Uhowva pe v Katrdotaon Tapeiakwv Powv TToieg dpaoTtnpidotnteg BewpouvTal
Neimoupyikég dpaoTnpioTnTeG (Operating activities); Na dwaoete duo TTapadeiyuara.

ZUpowva pe TNV Katdotaon Tapeiokwyv Powv troieg dpacTtnpidotnteg BewpouvTal
EmevduTtikég dpaoTnpidTnTeS (Investing activities); Na dwoete duo TTapadeiypara.

ZUppwva pe Tnv  Katdotaon Tapeiokwyv Powv troieg dpactnpidotnteg BewpouvTal
XpnuartodoTikég dpaoTtnpidTnTeS (Financing activities); Na dwoete duo TTapadeiyparta.’

Na egnyfoeTe Tn dla@opd HETAEU TNG PEUOTOTNTAG KOl TNG KEPOOPOPIAG MIAG ETTIXEIPNONG.

MNati N augnon Twv EUTTOPEUPATWY eu@avideTal wg apvnTikG TTood oTnv Katdotaon
Tapeiakwyv Powv;

ZUpgwva pe Tnv Katdotaon Tapgiakwyv Powv TTola £€€0da BewpouvTal un Tapeiokd (non-
cash expense); Na dwoete éva TTapAdelyua.

Na eEnynoete o€ éva QiAo 0ag, TTOU gival JETOXOG O€ IO ETAIPEIQ, TTWG YIVETAI N ETAIPEIA
auTh va €xel KEPOBOG aANG OxI ueTpNTA.
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MULTIPLE CHOICE QUESTIONS

For each question, choose and circle the best answer A, B, C, or D

1. In the course of preparing a statement of cash flows, the following figures are to be
included in the calculation of net cash flows from operating activities.

€
Depreciation charges 980.000
Profit on sale of non-current assets 40.000
Increase in inventories 130.000
Decrease in trade receivables 100.000
Increase in trade payables 80.000

What will the net effect of these items be in the Statement of Cash Flows?

A. Deduction from cash flows from operating activities €890.000.
B. Addition to cash flows from operating activities €1.070.000.

C. Addition to cash flows from operating activities €990.000.
D

. Addition to cash flows from operating activities €890.000.

2. Part of a draft statement of cash flows is shown below:

€000
Profit before tax 8.640
Depreciation charges (2.160)
Proceeds of sale of non-current assets 360
Increase in inventories (330)
Increase in trade payables 440

The following comments of the above extract have been made:

1. Depreciation charges should have been added, not deducted

2. Increase in inventories should have been added, not deducted

3. Increase in trade payables should have been deducted, not added

4. Proceeds of sale of non-current assets should not appear in this part of the cash flow

statement.
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Which of these comments are correct?

A. 2 and 3 only
B. 1and 4 only
C. 1and 3 only
D. 2 and 4 only

3. An extract from a statement of cash flows prepared by a trainee accountant is shown
Below:

Cash flows from operating activities:

€m
Profit before tax 28
Depreciation (9)
Decrease in inventories 13
Increase in trade receivables (4)
Increase in trade payables (8)
Cash generated from operations 20

Which of the following comments of this extract are correct?

1. Depreciation charges should have been added, not deducted
2. Decrease in inventories should have been deducted, not added
3. Increase in trade receivables should have been added, not deducted

4. Increase in trade payables should have been added, not deducted.

2and 4
1and 3
1and 4
2and3

o w>
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EXERCISES

1. Venus Rock Ltd has profit before tax for the year ended 31 December 2017 €1.400
The statement of financial position shows the following entries:

2017 2016
Inventories 1.350 1.200
Trade receivables 2.100 1.800
Trade payables 2.350 2.100

Additional information provided is as follows:

e There was a loss on disposal of a non-current asset of €800
e The depreciation charge for the year was €1.100

REQUIRED:
Calculate the net cash inflow from Operating Activities for the year ended 31 December
2017

2. The following information has been extracted from the books of account of Jasper Tulip
Ltd:

31 December 2015 31 December 2016

€ €
Non-Current Assets at cost 362.000 490.000
étcj:rci:mu:;tseecisDeprematlon of non 140.000 220.000
Inventory 48.000 52.000
Trade receivables 26.700 18.700
Trade payables 23.000 18.000
Retained earnings 136.000 196.000
Debenture interest paid 7.000 7.000

During the year ended 31 December 2016 non-current assets which had cost €70.000
were sold for €17.000. The non-current assets had been depreciated by €60.000 up to
31 December 2016.

REQUIRED: Prepare the Cash Flow from Operating Activities
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3. Lemona Ltd bought a new machinery in the year ended 31 December 2017 for a cost of
€300.000. During the year the company sold shares in other companies for €250.000.
They also received dividends of €420.000 from shares in other company.

REQUIRED:
Calculate the Cash Flows from Investing Activities for the year ended 31 December 2017.

4. The following information is given for Carmen plc:

31 December 2015 31 December 2016

€ €
Plant - at cost 240.000 ?
Plant - Accumulated depreciation (100.000) ?
Net book value 140.000 96.200

During the year ended 31 December 2016 a piece of plant that had been purchased for
€32.000 was sold for €13.200

The accumulated depreciation charged on the plant to the year ended 31 December
2015 was €20.000

No plant was purchased during the year.
REQUIRED:

Identify all entries to a cash flow statement, relating to the non- current assets, for the
year ended 31 December 2016.

5. Kavouri Ltd had an issued share capital of €300.000 of €1 each. During the year
ended 31 December 2017 the following events took place:

e A new issue of 200 000 shares at a premium of €0,20 per share.
e A four-year loan of €120.000 was repaid.
e The company paid a dividend of €0,15 per share.

REQUIRED:
Calculate the cash flows from financing activities for the year ended 31 December
2017.
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6. The following extracts have been taken from the Statements of Financial Position of
Thasos Tankers plc:

31 December 2015 31 December 2016

€000 €000
Share capital and reserves
Ordinary shares 2.000 3.000
6% preference shares 600 800
Share premium account 1.630 630
Retained earnings 1.920 1.990

During the year a bonus issue of one ordinary share for every two hold was made, and
200 000 6% preference shares of €1 were issued at par.

REQUIRED:
Identify all entries to be made in the Cash Flow Statement for the year ended 31
December 2016.

7. The following balances have been provided for two consecutive years for Kyrenia Ltd

31 December 2016 31 December 2017

Motor van at cost 2§0.000 230€OOO
Motor van -accumulated depreciation 117.000 130.000
Trade payables 103.000 116.000
Trade receivables 104.000 112.000
Closing inventory 130.000 170.000
Loan Notes 114.000 104.000
Ordinary Share capital 200.000 200.000
Bank and Cash 136.000 158.000

Additional information provided is as follows:

1. There was no disposal of non-current assets during the year
2. Operating profit for the year is €84.000.

REQUIRED:

Prepare a Statement of Cash Flows for the year 31 December 2017 in accordance
with the requirements of IAS 7.
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8. The following information is given for Markos Kyprian plc for the year ended 31 January
2016:

€000

Operating profit 2.167
Debenture interest (40)
Profit before taxation 2127
Taxation (316)
Profit after taxation 1.811
Dividends — preference paid (180)
ordinary paid (460)

Retained profit for year 1171

During the year the following charges have taken place:

€000

Purchase of non-current assets 1.400
Increase in inventory 12
Decrease in trade receivables 17
Decrease in trade payables 23
Profit on sale of non-current assets 18
Receipts from sale of non-current assets 47
Depreciation of non-current assets 214
Receipts from issue of shares 2.000
Corporation tax paid 298

REQUIRED:

Prepare a Cash Flow statement in accordance with International Accounting Standard
(IAS) 7.
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9. The Statements of Financial Position (extracts) of Terra Constructions Plc at

31 December 2016 and 31 December 2017 were as follows:

2016 2017
31 December | 31 December
€ €

ASSETS
Non-Current assets
Property, plant and equipment at cost 13.500.000 12.300.000
Accumulated depreciation (4.520.000) (4.440.000)
Property, plant and equipment at NBV 8.980.000 7.860.000
Current assets
Inventories 3.020.000 2.958.000
Trade receivables 1.020.000 1.150.000
Cash and Cash Equivalents -—-- 200.000

4.040.000 4.308.000
Current liabilities
Bank overdraft 120.000 -
Trade payables 980.000 860.000
Tax payable 240.000 360.000

1.340.000 1.220.000
Non-Current liabilities
6% Bank loan 600.000

Additional information:
Profit after interest but before tax for the year ended 31 December 2017 was

1.

N

€380.000

Interest on the bank overdraft was €14.000 for the year

w

On 31 December 2017, equipment that cost €2.115.000 with depreciation to date of
€560.000 was sold for €1.570.000

On 31 March 2017 the company took out a 6%, ten-year, bank loan for €600.000
Loan interest was paid at the end of the year

The corporation tax for the year was €280.000

Cash Flows used in Investing Activities was €450.000

Cash Flows from Financing Activities was €273.000.

© N O

REQUIRED:
Prepare for the year ended 31 December 2017

a) The Accumulated Depreciation Account

b) The Statement of Cash Flows, in accordance with IAS 7. (NAFKYNPIEZ 2018)
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10. Kyriacos Ltd Profit or Loss extract for the year ended 31 August 2014 is given
below:

€000
Gross profit 239
Operating expenses (159)
Operating profit 80
Finance cost (30)
Profit before tax 50
Tax (10)
Profit after tax 40

The statements of financial position of Kyriacos Ltd as at 31 August 2014 and 2013
were as follows:

2014 2013
€000 €000
Noncurrent assets
Buildings 1,200 1,250
Plant and machinery 800 620
Current assets
Inventory 450 550
Receivables 700 680
Bank and cash 300 -
3.450 3.100
Capital and reserves
Ordinary shares of €1 each 1,775 1,300
Retained earnings 392 367
Share premium 425 300
Non-current Liabilities
9% Loan 203 402
Current liabilities
Payables 650 681
Income tax 5 8
Bank overdraft - 42
3.450 3.100
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Notes:
a) During the year equipment was purchased for €200.000
b) The depreciation of plant was €20.000
c) The depreciation on Buildings was €50.000
d) Dividends paid in the year were €15.000
e) There were no disposals of PPE during the year
f) There were no accruals for interest on the reporting dates.

REQUIRED:
Prepare a Statement of Cash Flows applying the indirect method in accordance with
IAS7.
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11. You are the Financial Accountant for Global Medical Trading plc.

Extracts from the Statements of Financial Position for the last two years are:

Non-current assets

Property, plant and equipment

Accumulated depreciation

Property, plant and equipment Net book value

Intangible assets

Current assets
Inventories

Trade receivables
Other receivables

Cash and cash equivalents

Total assets

Current liabilities
Bank overdraft
Trade payables
Other payables

Current tax payable

31 December

31 December

2015 2016
€ €
8.542.000 5.869.000
(3.679.000) (3.137.000)
4.863.000 s
2.800.000 2.600.000
7.663.000 5.332.000
4.387.000 4.653.000
321.000 375.000
23.000 17.000
143.000 | = ceeeeee
4.874.000 5.045.000
12.537.000 10.377.000
----------- 72.000
2.793.000 3.018.000
57.000 51.000
315.000 217.000
3.165.000 3.358.000
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Additional information

1) On 3 March 2016 property that cost €2.450.000 with depreciation to date of
€645.000 was sold for €1.925.000

2) On 4 September 2016 plant that cost €387.000 with a Net book value of
€193.000 was sold for €167.000

3) All plant, property and equipment are kept in the Plant, Property and Equipment
Account at cost. All sales of non-current assets are recorded in a Disposals of
Non-Current Assets Account.

4) On 5 November 2016 equipment was bought for €164.000

5) No intangible assets were bought or sold in 2016

6) Interest on the bank overdraft was €5.000 for the year

7) On 1 July 2011 a 10-year debenture for €5.000.000 at a fixed interest rate of 9%
was issued

8) Profit after interest for the year ended 31 December 2016 was €2.038.000

9) The corporation tax for the year was €217.000.

REQUIRED:

a) Prepare for the year ended 31 December 2016, the:
(i) Property, Plant and Equipment Account (PPE)
(i) Cash Flows from Operating Activities section of the Statement of Cash
flows, in accordance with International Standard (IAS) 7.
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12. The Statements of Financial Position of Maltese Construction plc at 31 March 2014
and 31 March 2015 were as follows:

31 March 31 March
2014 2015
ASSETS €000 €000
Non-Current Assets
Property, plant and equipment at cost 5.428 5.728
Accumulated depreciation 1.650 1.979
Property, plant and equipment at NBV 3.778 3.749
Shares held in other companies 1.085 1.260
4.863 5.009
Current Assets
Inventories 744 656
Trade and Other receivables 621 537
Cash and cash equivalents 326 980
1.691 2173
Total Assets 6.554 7.182
EQUITY AND LIABILITIES
Equity and Reserves
Share Capital — Ordinary shares of €1 3.500 3.500
Share Premium 700 700
Retained earnings 453 752
4.653 4.952
Non-Current Liabilities
3% Redeemable preference shares of €1 320 320
6% Bank Loan - 1500
320 1820
Current Liabilities
5,5% Debentures 2014 1000 -
Trade and Other payables 373 342
Tax payable 208 68
1 581 410
6 554 7182
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Additional information:

Plant bought for €900.000, with depreciation to date of €360.000 was sold for
€420.000 on 4 April 2014

Property was bought for €1.200.000 on 11 May 2014

On 16 May 2014 ordinary shareholders received a final dividend for year ended
31 March 2014 of €0,02 per share

iv. ~ On 1 October 2014, the following took place:
e 5,5% debenture of €1.000.000 were redeemed (repaid)
e 6% bank loan of €1.500.000 was received
v. Ordinary shareholders received an interim dividend of €0,01 per share on 20
October 2014
vi. A purchase of shares in other companies took place on 12 December 2014
vii.  Preference shareholders received their dividends in full during the year
viii.  Profit after interest but before tax for the year ended 31 March 2015 was
€472.000
ix.  The corporation tax for the year was €68.000.
REQUIRED:

Prepare a Statement of Cash Flow for the year ended 31 March 2015 in accordance
with International Accounting Standard (IAS) 7.
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\ )
1

¢ Receipts of loans and
from issue of shares

e Repayment of Loans
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ANAAYZH XPHMATOOIKONOMIKQN
7 . |AEIKTQN
(FINANCIAL RATIO ANALYSIS)

META TH MEAETH AYTOY TOY KE®AAAIOY OA TPETIEI NA EIXTE 2E OEZH:

¢ Na Karavoeite Tn onuacia TG XpnuaToolkovouikAg AvaAuong Kai
TN XPNOIHOTNTA TNG OTOUG XPNOTES TWV OIKOVOUIKWV
Kartaotdoswv.

e Na avrIAauBAvEOTE TIG SIAPOPESG KATNYOPIESG APIBUOBEIKTWV

e Na utroAoyileTe TOUug diAPOPOUG APIBUODEIKTES

e Na peAeTdre, va avaAUETE KOl VO OUYKPIVETE TA ATTOTEAEOUATA

7.1 Eicaywyn

Xpnuatooikovopikry AvaAuon eival n dladikaoia AaviAnong XpPnHUAaToOIKOVOMIKWYV
TTANPOPOPIWYV aTTO TA OTOIXEIO TTou TrePIAAPBAvovTal OTIG XPNMATOOIKOVOUIKEG
KOTAOTAOEIG TWV ETTIXEIPIOEWV.

O poAog Aoitov TG AoyIOTIKAG Oev TEAEIWVEI PE TN OUVTOEN TWV OIKOVOUIKWYV
KataoTaoewyv. lowg Ba putropouce va AexBei 611 0 10 oucIaoTIKOG POAOG TNG Eival N
aglotroinon Twv apIBUNTIKWY O€OOPEVWV TTOU CUYKEVTPWONKAV Kal ETTITUYXAVOVTAl UE
TNV avaAuon, Tn MEAETN KAl T CUYKPIOT TWV ATTOTEAECHUATWV.

H peAétn autr) BonB& Tn dloiknon WIOG TTIXEIPNONG OTN ARYN ATTOQPACEWV KAl OTOV
TPOYPUAMMATIOHNO TNG MEANOVTIKAG dpACNG NG, yia va TTETUXEI OMaAOTEPN AsITOupyia
Kal KaAUuTepa atroteAéoparta amd KaBe amroywn. To KupidTEPO dpyavo TnG avaAuong
TWV apIBUNTIKWYV dEBOUEVWY TTOU XPNOIYOTIOIEITAI, Eival OI APIOUODEIKTEG.

Xpnupartooikovouikoi Agikteg (| AplOpodeikteg - Ratios): O1 apiBpodeikTeg gival
XPNUATOOIKOVOMIKA  €PYOAgia  TTOU  XPNOIPJOTToIoUVTAl  yia TV avAdAuon Tng
XPNUATOOIKOVOMIKNG KATAOTAONG TwV ETTIXEIPACEWV.H avaAuon XpnuaTOOIKOVOUIKWY
OEIKTWV XPNOIYOTTOIET HOVO £va TPOTTO £CETACNG TWV OTOIXEIWV TTOU €XEI TN HOPPT TWV
Aoywv (ratios). O1 apiBuodeikTeg ptTopei va diatuttwBouv gite wg TTo000To (%), €iTE
w¢ avaloyia, yia TTapadceiyua 3:1. Xprion Kal evOIOQEPOV YIA TOUG OEIKTEG PTTOPOUV
va O€iouv ol TPATTECEG, METOXOI, ETTEVOUTEG, TTPOMNBEUTEG, TTEAATEG, KUBEPVNON Kal
GAAol.
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Xpnoipétnra Ap1OpodeikTwy: H agia Twv apiBuodeIKTWY BpioKeTal OTNV IKAVOTNTA
oUYKpPIoONG TNG idlag ETTIXEIPNONG a1rd XpOvo o€ XPOvo, OTTWG £TTIONG Kal METASU
EMIXEIPACEWYV TOU idlou KAAdou. Katd ouveTTEla, oI aplOPodEikTeg Ba TTPETTEl va
ouvtdooovtal TAvia pe Bdon Ta idla KPITAPIA, YIO VA WPTTOPE va UTTAPXEI
OUYKPIOINOTNTA. Agv Ba ATAV OWOTH N OUYKPIOT KAl avAAUGN TWV ATTOTEAETUATWY,
av €vag OeikTNG UTTOAOYICETAI TO £va £TOG UE DIAPOPETIKA KPITHPIA ATTO TA KPITAPIA TWV
TTPONYOUNEVWYV ETWV.

MNa TN cwoTn epunveia Twv apIBUOdEIKTWY, 0 avaAuTAg Ba TTpETTEl va:
v' Karavoei Tn @uaon Tng epyaciag Tng 1TIXeipnong Kail Tou TTepIBAAAOVTOG TNG
v NIOBETEl XPNUATOOIKOVOMIKG OdoPEVA TTOAAWY ETWV, I YIa TTOAAEG ETTIXEIPATEIG
TTOU OPACTNPIOTTOIOUVTAI OTOV iB510 KAGdoO.

7.2 Kartnyopieg ApIOpodEIKTWYV

Ava@opik& he Tov apiBud Twv apiBuodelkTwy TTou Ba xpnoiyotroinbolv o€ pia
OUYKEKPIPEVN TTEPITITWON, Ogv UTTApXEl TTEPIOPIoNOS. O apiBudg eCaptdtal atrd TIg
TTANPOPOPIES TTOU XPEIACETAI KATTOIOG VA TTAPEI KAl TOV OKOTTO YIa TOV OTT0i0 BEAEI va
TIG XPNOIKOTIOIRCEL.

Mo okoTToUg Tou rapovrog BiBAiou Ba TTAPOUCIOCTOUV O ONUAVTIKOTEPOI
aPIBUODEIKTEG Ol OTTOIOI TTOPOUV VA TAEIVOUNBOUV OTIG TTIO KATW KATNYOPIEG:

v Acgikteg ATrddoong (i Kepdogopiag)-Profitability Ratios

v Acikteg Peuotédtnrag-Liquidity Ratios

v Acikteg ApaoTtnpidtntag- Use of assets or Activity Ratios

v' Acikteg MdxAeuonc-Solvency (long term liquidity) Ratios
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7.3 YToAoyIioHOG Kal avaAuon ApIOHOBEIKTWYV
The ratios will be illustrated with the aid of the following financial statement of Proton

Plc:
Proton Plc
Statement of Profit or Loss for the years ended 31 December
2016 2015

€000 €000 €000 €000
Revenue*(Sales) 800 600
Cost of Sales
Opening inventory 27 21
Purchases* 583 400

610 421

Less :Closing inventory (50) 560 (27) 394
Gross profit 240 206
Distribution expenses (92) (80)
Administrative expenses (40) (35)
Profit from operations 108 91
Net finance costs (8) ()
Net profit 100 86
*Both sales and purchases are on credit

Statement of Changes in Equity

Retained earnings | Retained earnings
2016 2015
€000 €000
Balance at 1 January 60 6
Net profit 100 86
Dividends (15) (12)
Transfer to general reserve (30) (20)
Balance at 31 December 115 60
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Statement of Financial Position for Proton Plc at 31 December
2016 2015
€000 €000 | €000 €000
Non-Current Assets 462 335
Current Assets
Inventory 50 27
Trade and other receivables 100 58
Cash & Cash equivalents 15 165 50 135
Total assets 627 470
Equity & Liabilities
Equity
Ordinary share capital 200 200
General reserve 140 110
Retained earnings 115 60
455 370
Non-Current Liabilities
10% Debentures 2025/2026 75 50
Current Liabilities
Trade payables 97 50
Total Equity & Liabilities 627 470

7.4 Acgikteg ATrodoong (i Kepdogopiag) — Profitability Ratios

O1 deikTeG aTOO00NG PETPOUV TNV ATTOTEAECUATIKOTATA (KEPDOPOPIA) TNG ETTIXEIPNONG,
OTTWG gp@avidetal atrd TIG aTTOdOO0EIG TTOU ATTOPEPOUV OI TIWARCEIG KAl OI ETTEVOUTEIG.

O1 Baoikoi deikTeEG aTTOdOONG €ival O GAG:

(i) Agiktng MeikToU Képdoug rpog KéoTog NMwAnoswv (Mark-up

)

AgikTne Meiktou Képdoug Tpo¢ KAoTog MwAfoewy= —ekro Kepdos

Kb60to¢ TwAnoewv

Mark up = GTOSS—PTOfltx 100 = --- 9

Cost of sales

X 100%
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Mark up €ivail To TTepIBwplo KEPOOUG (TTOCOOTO) £TTi TNG TIMNAG ayopds. O aplBuodeikTng
auTdG O€iXvel TO TTOOOOTO TOU PEIKTOU KEPOOUG €TTi TOU KOOTOUG TwV TTWARcewv. Ol
ETTIXEIPAOEIC TO XPENOIMOTTOIOUV KATA TNV €QAPUOYR TNG TIMOAOYIOKAG TTONITIKAG. To
Mark up TTpocTiOeTal OTO OUVOAIKO KOOTOG TTOU ETTIBAPUVEI TOV TTAPAYWYO €VOG
ayaBou 1 MIaG uTTNPEoiag yia Tnv KAAUWn Tou KOOTOUG TNG ETTIXEIPNMATIKAG
dpacTNPEIOTNTAG Kal TN dnuIoupyia KEPOOUG.

MNa Tnv eTaupeia Proton Plc

2016 2015
240 0= 206 0= 9
oo X 100%=42,86% > % 100%=52,28%

ZxOA10: To Too0O0TO MeIKTOU KEPOOUG €Xel PeEIwBET kKaTd 9,42% dnAadn atd 52,28%
10 2015 0¢ 42,86% T10 2016.

(ii) Agiktng MeikTOoU MNMep1Bwpiou R MeikToU Képdoug (Gross Profit Margin)

Aciktng MeikTou Képdoug = Meuczd Kepbog X100 =%

wAnoelg

Gross Profit margin = Gross Profit . 100 = --- %

Revenue

AuTég 0 OeikTng deixvel TO TTOOOOTO TOU MEIKTOU KEPOOUG (TTWAROEIC — KOOTOG
TTWAACEWV) TTOU TTPAYPOTOTIOIEI pIa eTTIXEipnon ammod Tig TTwAAoEIS TNG. O deikTng
auTog BonBd Tov avaAuTr va yvwpilel, TOOO0 Tn AEITOUPYIKH ATTOTEAECUATIKOTNTA TNG
ETTIXEIPNONG, 000 Kal TNV TIMOAOYIOKK TTONITIKA) TNG. YWNAO TTOCOO0TO PEIKTOU KEPOOUG
Bewpeital KaAr €vOeILn yIa TNV TTOPEIA TNG ETTIXEIPNONG, A@OU Ba PTTOPET va KAAUWEI
Ta Asitoupyik& kal GAAa £€0da TNG €TTIXEiPNONG. XAPNAG TTOCOOTO HEIKTOU KEPOOUG
Ocixvel XaunAn TR TwAnong, A/kal au¢nuévo KOOTOG TTWANCEWY, YEYOVOGS TTou Ba
OUOKOAEWEI TNV ETTIXEIPNON OTNV KAAUWN TWV AEITOUPYIKWY KAl GAAWV avaykwyv Tng
ETTIXEIPNONG TNG.

MNa Tnv eTaipeia Proton Plc

2016 2015
240 206
—_— 0/ = 0, —_— 0/ = 0,
500 X 100%=30% 00 X 100%=34,33%
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2XxO6A10: To TToo00TO MeIKTOU KEPOOUG £xEl MEIWOET KaTd 4,33% dnAadr atrd 34,33%
10 2015 0¢ 30% 710 2016. AUTA n peiwon ptmopei va o@eiletal o dIAPOPOUG
TTAPAYOVTEG OTTWG:
e Mia aug¢non otnv TIPf ayopdg TTou Oev eTIBAPUVEI TOUG TTEAATEG, AAAG TNV
ETTWHMICETAI N ETTIXEIPNON
o Ayopd TpoidvTwy atrd AAAO TTPOUNBeUTH o€ WNAGTEPN TIUNA
e 2Tn MEIWON TNG TINAG TTWANONG, N OTTOIA PTTOPEI VA ATTOCKOTTEI:

2TNV aug¢non Tou GyKou Twv TTWAACEWV

2TNV KOTATTOAEUNON TOU AVTAYWVIOUOU attd AAAEG ETTIXEIPNOEIG

2.€ ETTOXIOKEG TTWAROEIG

2T Peiwon NG TIUAG TTwANONG avd Povada, yia augnon TwV TAPEIOKWY
powWV, av n eTaipeia avTiueTwIe TTPORANUA PEUCTOTNTAG.

0O O O O

(iii) Aciktng KaBapou Mepibwpiou R KaBapou Képdoug (Net Profit Margin)

KaBapo Asttovpytkd Képdog

X 100 = ... 9

Aciktng KaBapou Képdoug = Moo

operating profit

X 100 = --- 9%

Net Profit margin =

Revenue

O 0deiktng autdg aviavakAd Tnv TIHOAOYIOKN TIOAITIKI) TNG E€TTIXEIPNONG, Kal TN
duvaToTNTA Kal IKAVOTNTA €AEYXOU TWV AEITOUPYIKWY Kal GAAwv €€00wv Tng. Oco
MEYAAUTEPO gival TO TTOOOOTO KABAPOU KEPDOUG, TOOO TTIO ETTIKEPDNG €ival N

ETIXEIPNON. ZTNV aVTIOETN TTEPITITWON, TO XANNASG TTOCOOTO KaBapoU KEPOOUG BEiXVEl
augnon Twv AEITOUPYIKWYV Kal GAAwV ££6dWV TNG ETTIXEIPNONG.

Na onNUEIWOOUE, OTI MIA ETTIXEIPNON YTTOPEI AVTi TOU KABAPOU AsIToupyikou KEPOOUG,
va XPNOIYOTToINCEl TO KaBapsd KEPOOG ATTO TIG TTWAACEIG. Z€ QUTA TNV TTEPITITWON, Ba
An@Bouv uttown (dnAadn Ba agaipeBoulv) OAa Ta £Eoda TNG £TTIXEipNONG (dNAadr Kal
TA XPNMATOOIKOVOUIKG Kal AAAa £€00a, OTTWG yia TTapddelypa ol TOKOI, N @opoAoyia,
KATT.)

MNa tnv eTaipeia Proton Plc

2016 2015
108 91
— X 100=13,5% — X 100=15,17%
800 600

2xO6A10: To TooooTo KaBapou Acitoupyikou KEPOOUG £XEl HEIWOE KaTd 1,67 % dnAadn,
atd 15,17% 10 2015 o€ 13,5% 10 2016.
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To TTOOOO0TO MPEIKTOU KEPDOUG, OTTWG £XEI UTTOAOYIOTEN TTI0 TTAVW, €XEI MEIWBEI KaTA
4,33%, vl T0 TT0000TO KaBaPoU KEPOOUG £XEl HEIWOET pévo kaTd 1,67%. AuTO gival
KaBapn £voeIEn OTI N eTTixeipnon ékave KAAUTEPO EAEYXO TwV £E6dWV TNG.

O éAeyxog Twv €E00WV PTTOPEl Va avaAuBei, av uttoAoyicoupe Ta £€00a WG TTOCOOTO
ETTI TWV TTWANCEWV.

(iv) Agiktng ATr6doong AtTraoyoAoupévwy —Etrevoupévwyv KepaAaiwv
(Return on Capital Employed-ROCE)
O 0o¢iktng auTtdg OcEixvel TO TTOOOOTO TWV KOBAPWYV KEPOWV TIAVW OTaA
AtraoxoAoupeva KepdAaia.

O &¢iktng ATrodoong Atracxoloupévwy Kegahaiwv (ROCE) Bswpeital £évag atro
TOUG TTI0 ONMAVTIKOUG apiBuodeikTeg (the first or primary ratio), 1diaitepa yia
TOUG €TTEVOUTEG, YIa TOUG £ENG AGYOUG:

v" H ouvexAg onPavTIKN PEiwon Tou, uTTopei va BewpnBei évoeiEn dIAKOTIAG TwV
dpacTNPIOTATWY TNG ETTIXEIPNONG

v' O 0eiktng divel pia kaBapry €vOeIfn oTnV TTEPITITWOTN, TTOU MIa ETTIXEIPNON
EMOUEI, 1 €CETAlEI TO EVOEXOUEVO, VO £€ayopdael hia GAAN eTTixEipnon f HEPOG
TwWV OPaCTNPIOTATWY TNG.

H évvoia Tou 6pou «Atraoxoloupeva Kepdhaia» (Capital Employed) yia TiG aTouIKEG
EMIXEIPNOEIS €ival TO (apXIKO KeQAAalo + TEAIKO KeQAAaIO)/2 1A uTTOpEl va
XPNOIUOTTOINBEI KAl TO TEAIKO KEQAAQIO YIa TOV UTTOAOYIOUO TOU OEIKTN.

H évvoia Tou Opou «Atraoxohoupeva KegdAaia» (Capital Employed), yia Tig
ETAIPEIEG TTEPIOPIOPEVNG EUBUVNG, NTTOPET va TTEPIAaNPBAvel Ta akdAouBa avaloya
ME TO TTOIO AKPIBWGS TTANPOPOPIa ETTIOIWKETAI:

(a) Total Capital Employed = Share Capital + Reserves + Non-Current Liabilities
(1o1a KepaAaia + AmroBeuarikad + Makpoxpovies YToxXpEeWOEIC)
(b) Owners’ Capital Employed or equity = Share Capital + Reserves
(1o1a KepaAaia + AtroBeuarika)

) } ) Kabapd Kéns s 8 06 .
(@) Amédoon ATraoxoAoUpevwy Kepalaiwy = ———L=="P21 TP77 770 TDEODSZ POPOTE” % 100 = %
ZVvoldo Artao yodovuévwy Kepalaiwv

Net profit before interest& taxesx
ROCE = Netprofitbef

x 100

Total Capital Employed

*or operating profit
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MNa Tnv eTaipeia Proton Plc

2016 2015 Tip: R ber that debent
108 _ o 91 _ o ! Remember that debentures
530+ A= 255 420+ SIUY S oo and long term loans are included
in the total capital employed
*455+75 *370+50

KaBap& Képdn petd amd tOkovc& @oOpovs 100 =
1810 Amaoyodovusva Kepdiaia T

(b) Atréd0o0n AttacyoAouuevwy Kepalaiwy = %

ROCE** = Net profit after interest& taxes

x 100

owners'Capital Employed

** Or Return on Equity or Return on shareholders’ funds (ROSF)

MNa Tnv eTaipeia Proton Plc

2016 2015
199y 100=21,98% 386 %100 = 23,24%
455 370

ZxOA10: To ROCE éxel peiwBei kai ge Toug dUo TpOTTOUG UTTOAOYIoUOU Tou. [MapdAo
TTOU N MEIWOT) TOU €ival PIKPH, Ol ETTEVOUTEG AVAUEVOUV €0TW KAl YIA WIKP augnon o€
OX£0N ME TOV TTPONYOUUEVO XPOVOo. To TTOCOOTO QUTO PTTOPEI VO CUYKPIOET HE AAAES
EVAANQKTIKEG ETTEVOUOEIG VIO VA UTTOPETEI O ETTEVOUTHG VO ATTOQPACICEl av N eTTEVOUON
QUTH €ival IKavoTToINTIKA i OxI.

7.5 Agikteg PeuototnTag — Liquidity Ratios

PeuoTtotnTa €ival n ikavotnTa HIOG ETTIXEIPNONG VA QVTATIOKPIVETAl OTIG TPEXOUOEG
UTTOXPEWOEIG TNG.

O1 O€ikTEG PEUOTOTNTAG WETPOUV TNV IKAVOTNTA TNG ETTIXEIPNONG VA IKAVOTTOIED TIG
BPaxuTrpOBECPEG TNG UTTOXPEWOEIG, KAl va gival €101 o€ B€0n, va TTANPWOEl TA
AEITOUPYIKA TNG £€€0da Kal va ouveyioel TIG epyacieg TNG. Me GAAa Adyia, o1 OeiKTEG
PEUOTOTNTAG OEixvouv Tov BaBud KAAUWNG TwV ATTAITACEWY TwV BpaxutrpoBecuwyv
OAVEIOTWYV TNG ETTIXEIPNONG ME TTEPIOUCIAKA OTOIXEIA TTOU KAVOVIKA MTTOPOUV va
peUOTOTTOINBOUV PEOQ OE PIa TTEPIODO TTOU QVTIOTOIXEI TTEPITTOU YE TNV TTEPIOdO AENG
TWV ATTAITACEWV.

158



FINANCIAL RATIO ANALYSIS

O1 dU0 YVWOoTOI BEIKTEG TTOU XPNOIYOTTOIOUVTAI Eival O £ENG:
(i) Agixtng KukAogopiakng (Q Mevikig) PeuotétnTag (Current Ratio)

To KUKAOQOPIOKO evepynTIKO TrepIAaUBAveEl aTTOBEUOTA, OTTAITAOEIS (XPEWOTEG),
olabéoipya  perpnTd Kal TPaATECIKG uttoAoITTa. O1 BPaxutTTPOBECUES UTTOXPEWOEIG
TTePINAPBAvouV  TTpopnBeuTEéG,  TpaTTedikA  ddvela  (BpaxuttpdBeopo  PEPOG),
POPOAOYIKEG UTTOXPEWOEIG Kal AAAa £€00a TTANPWTEQ.

000 peyahuTepog gival o BeiKTNG, TOOO YEYAAUTEPN PEUCTOTATA £XEI N ETTIXEIPNON, KAl
OUVETTWG MTTOPEI va KAAUWel TIG BPpaxutrpOBeoueg UTTOXPEWOEIS TNG. levikd, n
avaAoyia yupw oTo 2:1 Bswpeital KaAR EVOEIgn.

Av Kal gia xapnAni avaloyia JTropei va yKUPOVED KIVOUVOUG, Jia WnAr avaAoyia uTropei
va uttodnAwvel OT11 n eTmixeipnon d1a08£T1el TTOPOUG OI OTToI0I BEV XPNOIKOTTOIOUVTA
a1rodOoTIKA, OTTWG yia TTapddelyua WYnAG emmimeda aAmOBEUATWY, XPEWOTWV KAl
OIABECINWY PETPNTWYV TTOU TTAPAPEVOUV QVEKPETAAAEUTA AVTi VO XPNOIKOTTOIOUVTAI VIO

TNV KEPOOPOPIa TNG ETTIXEIPNONG.

Kvklo@popiakd EVvepynTLKO

Aciktng KukAogoplakng PeuoTotnTag =
ne popiakns nras BpayvnpbOeoues YTOYPEWTELS

Current Assets

Current ratio = ——
Current Liabilities

MNa tnv eTaipeia Proton Plc

2016 2015
(50 +100 +15) _ 1,7:1 (27+58+50)=27:1
97 50 ’

ZXxO6A10: To ammoTéAeopa Oeixvel 0TI av Kal TO KUKAOQOPIaKO evepynTIKO UTTEPPRaivel TO
BpaxutrpdBeopo TTadNTIKG, €v TOUTOIG N avaAloyia Tou 2016 éxel peiwBei Kal gival TTIo
KovTd oTnv avaAoyia Tou 2:1 TTou Bewpeital pia KaAA €voeitn. Autd opeileTal KUpiwg
OTNV ONPAVTIKA augnon Tou TToo0U TWV TTIOTWTWYV TTOU £XEl OXEDOV DITTAACIACTEI.
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(ii) Agiktng MpaypaTtikng () E181kAg) PeuotdéTtnTag (Acid Test or Quick ratio)

Ta atroBépata agaipouvtal atrd To KukAo@opiakd EvepynTikd, d16TI ival To OToIXEIO
ME TN MIKPOTEPN peucTOTNTA.  YTdpxel mOavotnTa va pnv TTouAnBolv A oTn
TTEPITITWON TTOU TTOUANBOUV uTTopEl va TTpayuatotroifjoouy {nuiEg. Ooo peyaAuTepog
gival o O€ikTNG, TOOO PEYOAUTEPN PEUCTOTNTA £XEI N €TTIXEIpNON. A€iKTnG YOpw OTO
1:1 Bewpeital KaAn Evoeign.

KvkAopopiakd Evepyntiké—Amobéuata

AcikTng MNpayuaTtikAg PeuoTtoTNTOC =
NG HipayH ns nras BpaxvnmpbOeouss Ymoypewaoels

Current Assets—Inventory

Acid Test (or Quick ratio) =

Current Liabilities

a v sraipeia Proton Plc

2016 2015
58 + 50
100415 _ 4 19 -1 =216:1
97 50

2xO6A10: O Aciktng MNpayuatikng PeuototnTag éxel pelwbei To 2016 1o o110i0 TTPETTEI VA
TTPOBANPATIOE! KAl va WONOEI TNV ETTIXEIPNON VA £PEUVNOElI TOUG AOYOUG. 2€ PEPIKEG
TTEPITITWOEIG OPWG, OTTWG YIa TTAPABEIYUA OE PI UTTEPAYOPA, OTNV OTTOIA Ol TTWARCEIG
€ival TOIG JETPNTOIG, EVW) OI TIPOPNBEUTES TTAPAXWPEOUV TTEPIBWPIO TTIOTWONG, 0 A€IKTNG
MpayuaTtiking PeuoTdTNTAG E€ival ATTOOEKTOG KAI OE TTIO XANNAQG ETTITTEDQ.

7.6 Agikteg ApaoTnpidotnrag — Activity Ratios (Use of assets)

Autoi o1 d€ikTeG OEiXVOoUV TTO00 QTTOTEAECMATIKA HIa €TTIXEIPNON OIaXEIPICETAlI TOUG
TTOPOUG TNG, ME OKOTTO TN dnpioupyia TTwAAcEwy. Ol TTIo YVWwOoTOoi BEIKTES gival:

(i) Agiktng KukAogopiakig Taxutnrag AroBsudrwy (Inventory Turnover)

Acgiktng Kukho@opiakric TaxuTnTag ATTOBEPdTWY = —Kozros Tetioewy ;) s

Méogog'0pog AmoOeudtwv

Cost of Sales
Average Inventoryx*

Inventory Turnover = =? times *Average inventory= (Opening + closing)/2

AUTOG 0 OcikTNG OeiXVvel TTOOEG QOPEG, KATA PEOOV OPO, TOV XPOVO QVOKUKAwvovTal

(avavewvovTal, TTwAouvTal) Ta aTToBépaTa.
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O &¢ikTnG auTdg cival onuavTikdg yia TOUG TTI0 KATW AOYOUG:
e O0o 1Mo guvTopa TTwAoUVTal Ta ETTOPEUMATA (WYNAOG OEIKTNG) TOOO TTIO Ypriyopad
TTPAYHATOTTOIEITAI TO OXETIKO KEPDOG
e 'Evag xaunAog oeiktng civar évdeiEn Ot n emmixeipnon éxel wnAd amobiuarta
deopelovTag €101 KEQAAAIQ TTOU OEV XPNOIUOTTOIOUVTAI VIO ThV ETTITEUEN KEPDOUG,
augdvovTag TauTdxpova Tov Kivouvog autd va xaAdoouv 1 va TTaAaiwbouv.

2TNV TTEPITITWON TWV ATTOBEPATWY €ival OWOTO VO XPNOIUOTIOIEITAl O HECOG OPOG TOU
aTroBEpaTog (apxIKO ammoBepa + TeAIKO atrdBepa / 2). Av BEAoupe va UTTOAOYiIOOUUE TOV
Oc€ikTn 0¢€ TTEPIOdO (UEPEG, BOOUADEGS, 1 MNVEG), TOTE O TTIO TTAVW TUTTOG AVTIOTPEPETAI KAl
OTn OUVEXEIA TO aTTOTEAEOUA TTOANATTAQCIACETAI PE TN TTEPIODO TOU XpOvou (365 pépeg n
52 BOopadec A 12 Pnveg).

MNa Tapadelyua, av o pEogog 6pog Twv ammoBeudtwy gival €1.000 kai To KOOTOG TTWANCEWV
eival €10.000, 161€ TO ammoTéAeopa Tou deikTn uTToAoyieTal wes €¢AG: (1.000 / 10.000) x
365 pépeg = 36,5 (37 pépeg). Autd onuaivel 0TI Ta ATTOBEPATA HEVOUV OTNV ETTIXEIPNON,
KATa p€oov 6po, 37 PHEPEG TTPIV VA TTOUANBOUV Kal avTIKATAoTaB0UV PE Kalvoupyia.

la rnv sraipegia Proton Plc

2016 2015
—560 = —394 =16,42 ti
= i = 16, imes
(27+50)/2 14,55 times 21+ 27)/2

Or 365:14,55=25 days Or 365:16,42=22 days

2xO6A10: O Aciktng KukAo@opiakrg Taxutntag ATToBeuATwY EXEI ONPEIWOEI JEIWON
Kata 3 uépeg 1o oTToio OEV gival avnouxnTiKo.

(i) Méon MNepiodog Eiompagng (Average collection period)

XpehoTeg

Méon trepiodog gioTrpagng =

X 365 uépeg =? uépeg

NwAoeis pe miotwon

Trade receivables

Average collection period = X 365 days = ?days

Credit sales

AUTOG 0 O€iKTNG dEIXVEI TOV HECO OPO NUEPWV TTOU XPEIACETAI VIO va EI0TTPAYXB0UV Ol
OQEINEG aTTO XpewoTeg. Ooo TTI0 PIKPA €ival auTr N TTEPI0dOG, TOCO KAAUTEPO YIa TV
emyeipnon. Auté onuaivel 0TI n eTmixeipnon Ba eioTpdéel TIC ATTAITACEIS TNG O€
OUVTOMO XPOVIKO dIdoTnua Kal Ba €xel BETIKA €TTiIdOpacn TTAVW OTIG TAUEIOKES TNG POEG,
MEIWVOVTAG TAUTOXPOVA TNV TTIBAVOTNTA VIO ATTWAEIEG ATTO XPEWOTEG.
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la rnv sraipeia Proton Plc

2016 2015

100x365 58x365
200 45,63 or 46 days 600

= 35,28 or 35 days

ZxO6Alo: O1 meAdreg xperalovral 11 emmAéov PEPEC YIa va €COQANOOUV TIG
UTTOXPEWOEIG TOUuG. H péon 1repiodog TTANPWUAG TWV TTIOTWTWV €XEI £TTIONG Au¢nOEi,
(6TmTwg Ba @avei o KATW) Kal iowg autd va o@eileTal o€ alAayry OTIG OUVOAKES
ayopdg, N UTTopEi N €mixeipnon va yiveralr mo xaAapy 6cov agopd Tnv TTEPiIodO
€€OPANONG aTTO TOUG XPEWOTEG ME ATTOTEAEOHA, VA ETTIOEIVWOVETAI N PEUCTOTNTA TNG
emyeipnong. EmmAéov, OTtav o1 XpewoTeg Oev TTANPWVOUV €yKaipa AuEAveETal O
KivOuvog va dnuioupynBouv atTwAEIEG ATTO XPEWOTEG.

(iii) Méon Nepiodog NMAnpwung (Average payment period)

MioTwtég

Méaon 1Tepiodog TTANPWPNAG = X 365 uépeg = ? uépeg

Ayopég pe miotwon

Trade payables

Average payment period = x 365 days =? days

Credit purchases

AUTOG 0 O€ikTnNG O€tixvel Tov JECO OPO NUEPWYV TTOU XPEIAZETAI N ETTIXEIPNON YIa va
TTANPWOEl TOUG TTPOPNBEUTES TNG (TNOTWTEG). Oco o YeydAn gival autr n TePiodog,
T600 TO KAAUTEPO yIa TNV ETTIXEIPNON.

AuTO onuaivel 6T n emixeipnon Ba €xel oTn dIGBEON TNG T XPAMOTA VIO TTEPICOOTEPO
KaIPO, €V TOUTOIG OPWG AV AUTH) N TTEPIODOG EETTEPACTEI UTTAPXEI TTAVTOTE O KivOUVOG Ol
TTPOUNOEUTES va ATTOCUPOUV TIG TTIOTWTIKEG OIEUKOAUVOEIG TOUG.

ra v sraipeia Proton Plc
2016 2015

97x365 50x365
e 60,73 or 61 days 200

= 45,63 or 46 days

ZxO6A10: H etmixeipnon xpeialetal 15 emmTAéov PEPEG, YIA VA COPANOEI TIG UTTOXPEWOEIG
TNG TTPOG TOUG TTPOMNBEUTEG, Kal aAuTO gival TTPOg OQeAOG NG, 600V a@opd Tnv
PeUOTOTNTA TNG. AUTO UTTOPET VA OPEIAETAI OTO YEYOVOGS OTI £XEI DIEKDIKNOEI KOAUTEPOUG
Opoug €€O6QANCNG TWV OPEIAWY TNG OAAQ, WTTOPEI Kal va o@eiAeTal oTnv aduvauia Tng
EMIXEIPNONG va TTANPWOEl AOyw EAAEIYNG peuoTOTNTAG. EV TOUTOIG QUTO PTTOPET Va
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gival eTIKivOUVO, YIOTi av JIa ETTIXEIPNOTN KABUOoTEPEi TNV €OQANCN TWV UTTOXPEWOEWV
NG, Ba €xel oav ATTOTEAECOUA Ol TTPOPNBEUTEG va ATTOCUPOUV TIG TTIOTWTIKEG TOUG
OIEUKOAUVOEIC KAl va aTraitouv PEAAOVTIKA atmd TNV €TMIXEipNON va TTANPWVEl TIG
MEANOVTIKEG TNG TTAPAYYENIEG PE HETPNTA.

7.7 Acikteg Xpéoug 1 MéxAeuong (Solvency Ratios)

O 0&¢ikTnG auTtdg deixvel Tov TPOTTO PE TOV OTTOIO HIO ETTIXEIPNON XPNUOTODOTEI TIG
OUVOAIKEG TNG €TTeEVOUOEIS (BnAadr, TO evepynTikO TNG). Acgixvel TO TTOO00TO TOU
KEPOAaiou 0TaBEPOU €I00OANATOG (TTPOVOMIOUXWY METOXWY, OUOAOYWV Kal GAAWV
MOKPOTTPOBECUWY UTTOXPEWOEWY), O OXECON ME TO OUVOAO TWV ATTACYXOAOUMEVWV
KEPOAQiwV.

O o yvwoTdg deiktng MoxAeuong (Gearing) gival o €€1¢:

. . Ke@dlalo otabepov etooduatocs
Acgiktng MoxAguong = ad P NHOTOS X 100 = -+ %

JUVOA0 ATAO YOAOUUEVWY KEQPAAAIWV **

*KepdAaio oTaBepou  €1000AUATOS:  TTOOVOUIOUXESC METOXES, OuOAoya Kai dGAAa
uakpommpoBeoua daveia
** 20voAo ammacxoAouuévwy Kepaaiwv: KOIVES LUIETOXEC + TTOOVOUIOUXES UIETOXEC +
armoBeuaTIKa + UAKPOTTPOBECUES UTTOXPEWTEIS (1) TUVOAO EVEQYNTIKOU LIEIOV
BpaxutmpOBeCTES UTTOXPEWODEIS)

. . Fixed Return Funding*
Gearing ratio = _ 9~ %100 =%
Total Capital Employedx**

* Fixed Return Funding: Preference shares + debentures + other non-current
liabilities

**Total capital employed: OSC + PSC + Reserves + non-current liabilities (or total assets
less current liabilities)

Oco 1o TTOAAEG €ival O TTPOVOUIOUXEG METOXEG, Ta opdAoya kal T1a AGAAQ
MakpoTTpOBeoua ddveia, oe oxéon PE TO OUVOAO ATTAOXOAOUUEVWY KEPOAQiWY, TOOO
mo wnAf Bewpeital n MoxAeuon (wnAn davelokh emPBApUVON) TNG ETTIXEIPNONG Kal
avTiBeTa.
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Mia emmixeipnon Bewpeital 611 gival wynAng MéxAeuong (High Geared), 6tav 1o TT0000TO
eival 50% ka1 dvw, kai xaunAig MéxAsuong (Low Geared), xaunAétepo ammoé 50%.

H AéEN kA€1di yia Tnv katavonon kai Tn onpooia Tou 6pou MoéxAsuon (Gearing), €ival
TO pioKo. Ta KEQAAAIO TTOU TTPOEPXOVTAI ATTO DAVEIODOTEG, EVEXOUV TTEPICOOTEPOUG
KIVOUVOUG, aT1rd QuTA TTOU TTPOEPXOVTAl OTTO TOUG IDIOKTATEG-METOXOUG TNG ETAIPEIAG,
a@ou ol 5avelodOTeG Ba TPETTEI VA ATTOTTANPWOOUV padi ue TOUG TOKOUG aveLapTnTa
aTTo TO av N TMIXEipnon dnuioupyei KEPOOG. Ze avTiOETN TTEPITITWON YTTOPOUV OKOPO
Kal va wlrfoouv Tnv €IXEipnon o€ TTTWYXEUON, av auTr} dgv gival oe B€on va Toug
e€ao@aAioel TO TTIPOCDOKWHEVO E100ONUA.

Ta ke@dAAaia TTou TTPOEPXOVTAl ATTO TOUG IDIOKTATEG-PUETOXOUG TNG ETAIPEIAG  Eival
Makpoxpovia, dev Affyouv og TTpokKaBopiouévo XpOvo kal dev emiBapUuvouv TV
EMIXEipnon P& TOKOUG.

O1 davelodoTeg pIag eTaipeiag TTpoPAnuaTi¢ovral, TTPIV TTPOXWPHROOUV O0TO dAVEIOUO
ETAIPEIV PE YNAR davelakA emRapuvon, apou auTo gival Evoeign 0TI Eva PeyAAo PEPOG
TWV KEPOWV, Ba TTPETTEI va XpNOIKMOTTOINBET yia TNV TTANPWHN TWV TOKWV.

MNa Tnv eTaipeia Proton Plc

2016 2015

75
455+75

50

Gearing ratio =
370+50

X 100 = 14,15% Gearing ratio =

x 100 = 11,90%

ZxO6AI10: Av Kail TTapaTtnpeital hikpr augnon otn davelakn empdapuvon (MdxAeuong), o
OeikTNG TTapapével o€ XaunAd etmitreda xwpic va uttépxel Kivduvog oTnv KEQAAQIOKA
O1apBpwoaon.
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Example

Mr. Peter, a sole trader, prepared the following Statement of Profit or Loss and

Statement of Financial Position for the year ended 31 December 2016.

Statement of Profit or Loss for the year ended 31 December 2016

€ €
Sales (all credit) 200.000
Cost of Sales
Opening inventory 10.000
Purchases (all credit) 150.000
Less: Closing inventory (20.000) (140.000)
Gross profit 60.000
Less: Expenses
Salaries 38.700
Administrative expenses 2.000
Light and Heat 500
Telephone 300
Rent 1.000
Repairs and Renewals 800
Motor Car expenses 1.100
Depreciation of Motor Cars 2.000
Depreciation of Furniture 1.600 (48.000)
Net profit for the year 12.000
Statement of Financial Position as at 31 December 2016
Non-Current Assets € S
Premises 50.000
Motor Cars 10.000
Furniture 5.000
65.000
Current Assets
Inventory 20.000
Trade receivables 20.000
Bank 5.000 45.000
Total Assets 110.000
Capital&Liabilities
At 1 January 2016 96.000
Add: Net Profit 12.000
Less: Drawings (8.000)
100.000
Current Liabilities
Trade payables 10.000
Total Capital&Liabilities 110.000
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REQUIRED:
From the above, calculate the following:

v Gross Profit margin
v" Mark up
v Net Profit margin
v" Return on Capital Employed (ROCE)
v Inventory turnover
v Average collection period (in days)
v Average payment period (in days)
v Current ratio
v Acid Test (or Quick) ratio
Solution
Gross Profit margin = &2 279/ 4 100 = 222 100 = 30%
Sales 200.000

— Gross Profit __60.000 _ 0
Mark up Cost of sales " 140.000 X100 = 42,86%
Net Profit margin = Net Profit +100 = 2102(;000000 X 100 = 6%
ROCE = P/ __ 100 = 1299 100 = 12%

Capital Employed 100.000
Inventory Turnover = —stofsates 180000 _ g 33 4jp g

Average Inventory 15.000 ’
Average collection period = [raderecetvable _ 20000 o 3¢5 — 3650 days
Credit sales 200.000

Trade payable _ 10.000
Credit purchases ~ 150.000

Average payment period = X 365 = 24,33 days
Current Assets ~_ 45.000 __

Current ratio = ——— = =
Current Liabilities 10.000

4,5:1

. Current Assets—Inventory 45.000—-20.000
Acid Test = ——— = =251
Current Liabilities 10.000
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7 AZKHZEI2 KE®AAAIOY
n REVIEW QUESTIONS

QUESTIONS

1.

2.

3.

Na dwoeTe TpEIG AGYOUG yIa TOUG OTTOIOUG €ival onPavTiKG va uttoAoyieTal n
etridoon piag emmxeipnong (business performance).

Na eEnyRoETE TN XPNOIMOTNTA TWV APIOUOBEIKTWY Kal TNV BAon TTAvw OTNV OTToia
eTolpadovTal.

Na eEnNyAOETE yIATI YIa ETTIXEIPNON UTTOPEI Va €TTIBUUET TN PEiwon TNG péong
TEPIOGOOU €I0TTPALNG TWV XPEWOTWYV TNG.

4. Na g&nynoete TN d10Qopd PETAEU TwV BEIKTWYV PEUCTOTNTAG KAl KEPBOPOPIAG.

5. Calculate the necessary ratios:

a. The average inventory of a business is €60.000 and its Cost of Sales
is €480.000.
Required: Calculate the inventory turnover ratio of the business.

b. A sole trader’s Capital employed was €800.000 and his Net profit for
the year was €240.000.
Required: Calculate his return on capital employed

c. The sales of sole trader were €300.000, his gross profit was €80.000
and his Net profit €30.000.
Required: Calculate the (i) Gross profit margin and (ii) Net profit
margin (In two decimal places)

d. A business has current assets of €70.000, current liabilities of €40.000
and closing inventory of €22.000.
Required: Calculate the (i) Current ratio (i) Acid test ratio

6. Given that the sales of a sole trader were €5.000 and the Gross profit
margin is 20% (i) Complete the table below (ii) Calculate his mark up

€

Sales

Cost of sales

Gross profit
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EXERCISES

1. Given that the sales is €10.000 and the mark-up is 50% complete the table below

€ %

Sales

Cost of sales

Gross profit

2. The following details relate to a small supermarket for the year ended 31 December 2019:

Mark up: 20%
Opening inventory: €500
Closing inventory: €1.000
Sales: €12.000

REQUIRED: Calculate and show in the table below the
e Gross profit
e The cost of sales
e The purchases
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3. Christina buys and sells goods on credit. The following balances were available at
31 March 2018:

€
Capital 50.000
Inventory 37.000
Trade payables 35.000
Trade receivables 13.000
Non-current assets 45.000
Bank overdraft 5.000

REQUIRED:

a) Calculate the:
(i) Current ratio
(i) Liquid (acid test) ratio
b) Comment upon the ratios in (a) above.

4. The following details relate to Montana Plc for the year ended 31 December
2018:

€

Cash in Hand and at Bank 19.700
Inventory 1 January 60.500
Inventory 31 December 58.300
Trade receivables 14.900
Trade payables 17.400
Credit Purchases 125.000
Sales: Cash 50.200

Credit 194.800
Sales Returns (Credit Sales) 2.000
Gross Profit 115.800
Corporation tax due 36.000

REQUIRED:
Calculate the following ratios (in two decimal places):

a) Mark up

b)  Gross Profit margin

c) Current Ratio

d) Trade receivables collection period (days)
e) Trade payables payment period (days)

f) Inventory turnover
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5. The following information was extracted from the books of Granz Ltd:

Year ended 31 December

Notes:

€ €
2016 2017
Sales 7.605.000 8.320.000
Cost of sales 3.762.400 4.716.520
Expenses (including interest) 3.072.000 2.806.140
Non-current assets (NBV) 290.000 500.600
Inventory 550.000 620.000
Trade receivables 1.014.000 1.203.000
Bank 75.600 15.000
Trade payables 370.000 510.000
5% Debentures 250.000 250.000

1) Inventory at 31 December 2016 was 10% higher than inventory at 31
December 2015

2) There were no further current assets or current liabilities

3) All purchases and sales were made on credit.

REQUIRED:

a) Calculate, to two decimal places, for each of the years ended
31 December 2016 and 2017:

Mark up
Gross profit margin
Net profit margin

iv. Return on total capital employed at the year-end (before interest charges)
v. Current ratio
vi. Acid Testratio
vii. Inventory turnover (times)
viii. Receivables’ collection period (in days)
ix. Payables’ payment period (in days).
b) State two possible reasons for the change in the net profit margin

between 2016 and 2017.

Note: All workings must be clearly show
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6. Two companies Pink and Lady trade in the same market. Their financial
statements for the year ended 31 December 2016 are summarised below:

STATEMENTS OF PROFIT OR LOSS FOR THE YEAR ENDED 31 DECEMBER 2016

Pink Lady
€000 €000 €000 €000
Sales revenue 284 305
Cost of sales (155) (151)
Gross Profit 129 154
Less Administration 24 37
Selling and distribution 34 53
Depreciation 9 12
Loan interest - (68) 5 (107)
Net Profit 61 47
STATEMENTS OF FINANCIAL POSITION AS AT 31 DECEMBER 2016
Pink Lady
Assets €000 €000 €000 €000
Non-current assets
At cost 320 515
Accumulated depreciation (75) 245 (96) 419
Current Assets
Inventory 9 293
Receivables 46 75
Bank 64 201 15 383
446 802
Equity and liabilities
Share capital and reserves
Share capital 150 250
Retained earnings 108 177
Non-Current liabilities
10% Loan - 50
Current liabilities 188 325
446 802

REQUIRED:

(a) Calculate the following ratios for Pink and Lady:
(I) Profitability ratios

i.

ii.
iii.
iv.

Mark up

Gross profit margin

Net profit margin

Return on total capital employed
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(1) Liquidity ratios
i.  Current ratio
ii.  Quick ratio (acid test ratio)
iii. Receivables collection period (days)

b) Compare and comment on the performance of the companies as indicated by
the ratios you have calculated in part (a).

7. You are provided with the following data:

Cash at bank 20.000
Current liabilities 200.000
Current ratio 1,5
Trade receivables 180.000
Inventory turnover 3
Closing inventory ?
Sales 400.000
REQUIRED:

Calculate the
(a) Closing inventory
(b) Gross Profit.

8. The year-end of Marcella’s Pharmacy is December 31. You are provided with the
following data for the year ended 31December 2016:

1 January 31 December
Inventory €90.000 €40.000

During the year
¢ Inventory of € 800,000 was purchased
e Sales for 2016 were €2 million
The inventory period in days for 2015 was 38 days.

REQUIRED:

(a) Calculate the inventory ratio in days for 2016. The formulae applied must be
shown.

(b) Na egnynoete Tnv €vvola TnG TTapattévw aTtrdvTnong Kal va dnAwaoeTe €av n
aAAayr) oTov apIBPO TWV NUEPWYV avavEéwong Twv ammoBeudTwy aTrd 1o 2015
€wg 10 2016 O¢cixvel pia euvoikni | duopevr) Taon.

Explain the meaning of your answer above and state if the change in the
number of days’ sales in inventory from 2015 to 2016 indicate a favorable or
unfavorable trend?
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9. Costas operates a business buying and selling goods on credit. On 1 January
2015 he put a plan into operation to double his revenue (sales) over a three-year

period. The following information is available:

Year ended
31 December 2018
€
Revenue (sales) 800.000
Cost of sales 560.000
Opening inventory 30.000
Purchases 570.000
Closing inventory 40.000
Trade receivables 50.000
Trade payables 100.000
Bank overdraft 20.000
Capital and non-current liabilities 100.000

The following information is also available for the years ended 31 December 2017

and 31 December 2018:

Year ended Year ended
31 December | 31 December
2016 2017

Revenue (sales) €400.000 €600.000
Gross profit margin 40% 35%
Inventory turnover 9 times 12 times
Current ratio 2:1 1.3:1
Liquid (acid test) ratio 0,75:1 0,50:1
Trade payables payment period 36 days 48 days
Trade receivables collection period 35 days 29 days
Capital and non-current liabilities €100.000 €100.000

REQUIRED:

(a) Calculate for the year ended 31 December 2018 the:

(i) Gross profit margin
(i) Inventory turnover

(b) (i) Comment upon the trend for the ratios in (a) (i) and (ii) above
(i) Suggest two possible reasons for the significant increase in revenue

(sales) over the three years.
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(c) Calculate for the year ended 31 December 2018 the:
(i) Current ratio
(i) Liquid (acid test) ratio
(iif) Trade payables payment period
(iv) Trade receivables collection period
(d) State whether the changes in the payment and collection periods over the
three years will benefit the business
(e) Suggest two possible courses of action, from the information provided and
your calculations that Costas could take to improve his liquidity position.

10. Aldrin Ltd provided the following information for the year ended 30 June 2016:

€
Closing inventory 950
Cost of goods sold 7.250
Current assets 6.240
Equity 14.600
Gross profit 12.750
Non-current assets 10.400
Profit for the year 2.600
Revenue 20.000
Total assets 16.640
Trade payables 2.040
Trade receivables 4.800

a) Complete the following table for Aldrin Ltd. The first row has been completed as

an example.
Formula Answer
Net profit as a percentage of Profit for the year x 100 13%
revenue revenue

Gross profit as a
percentage of revenue
Account receivables
collection period
Account payables
payment period

Return on capital employed
Liquid (acid test) ratio

(b)The agreed terms of trade for trade receivables is 60 days and for trade
payables is 90 days. Analyze how these terms may have impacted Aldrin Ltd
during the year ended 30 June 2016.
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11. You are the new accountant for Nova Exports plc at the start of 2018 and in the

books you find the following information at 31 December 2018.

€
Issued share capital of €1 Ordinary shares 5.000.000
Issued 7% Redeemable Preference shares of €1 1.000.000
5% Bank Loan, repayable 2021 4.000.000
6% Debenture, redeemable 2025 5.500.000
Net profit for year before interest, 2018 650.000
Net profit for year after interest, 2018 90.000
Retained earnings 38.000
Share premium 40.000

REQUIRED:

(a) Calculate the following ratios, clearly stating the formula used

(i) Gearing ratio

(ii) Return on Total capital employed

(iii) Return on owners’ capital employed
(b) Comment on the results.
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12. Pambina is thinking of investing in a limited liability company called Xinaris. She

has asked for your help to calculate some of the ratios she needs to decide
whether or not to invest. She has given you the summarized financial statements

of Xinaris, which are shown below:

Xinaris Statement of Profit or loss for the year ended 31 October 2014

€000
Sales revenue 23.420
Cost of sales (8.245)
Gross profit 15.175
Operating expenses (2.460)
Operating profit 12.715
Interest (50)
Profit before tax 12.665
Income tax expense 1.515
Net profit for the year 11.150
Statement of financial position as at 31 October 2014
€000 €000
Non-Current assets: 31.000
Current assets
Inventory 1.450
Trade receivables 2.500
Bank _ 30
4.000
Total assets 35.000
Equity and liabilities
Ordinary shares €0.50 25.000
Retained profits 7.520
32.520
Non-current Liabilities
Loan 1.000
Current Liabilities
Trade payables 860
Taxation 620 1.480
Total equity and liabilities 35.000
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Additional information:

Xinaris’s main competitor is a company called Roussos, which has the following

ratios
Gross profit margin 45%
Current ratio 1,6:1
Trade receivables collection period 52 days
Inventory turnover 39 days
Gearing 33%
REQUIRED:

(a) Calculate the above ratios for Xinaris
Show all workings. Formulas applied must be shown

(b) Explain and briefly compare the ratios of Xinaris with those of Roussos.

13. The following information is given for Brown & Pink plc for the year ended 31 May

2017:

Statement of Profit or Loss (extract) €
Operating profit 313.000
Debenture interest | (70.000) |
Profit before taxaon 243.000
Taxaton | (93.000) |
Profit after taxaton 150.000
Statement of Financial Position (extract) €
Equity & Liabilities

Ordinary shares€1 | 250.000 |
Share premium | 62.000 |
Revaluation reserve | 120.000 |
Retained earnings | 95.000 |
"""""""""""""""""""""""""""""""""""""""""""""""""""""""" 527.000
Non-Current Liabilites | ]
7% redeemable preference shares | 200.000 |
7% Debentures | 1.000.000 |
"""""""""""""""""""""""""""""""""""""""""""""""""""""""" 1.727.000
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The following information is given for Exterior plc for the year ended 31 December

2017
Statement of Profit or Loss (extract) €
Operating profit 630.000

Profit after taxation

(250.000)

380.000

Statement of Financial Position (extract)

Equity & Liabilities

600.000

1.927.000

REQUIRED:

Calculate for, both companies, for the year ended 31December 2017 the:

a) (i) Gearing ratio
(i) Return on total capital Employed

b) Explain and briefly compare the ratios of Brown & Pink plc with those of

Exterior plc.
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14. The following information is provided for Apollo plc as at 31 March 2017:

€000

Ordinary share of €1 each

3.486

6% Preference shares of €10 each

1.400

7% Debentures 2025/2026

1.000

Reserves

2.114

Operating profit before tax

1.250

Corporation tax

380

31 March 31 March
2015 2016

Gearing 2,3% 18,62%

Formula

REQUIRED:

a) Calculate the Gearing ratio as at 31 March 2017
b) Comment on the trend shown over the three years.
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BREAK EVEN ANALYSIS

8 ANAAYZH NEKPOY HMEIOY
. (BREAK EVEN ANALYSIS)

META TH MEAETH AYTOY TOY KE®AAAIOY OA lPETIEI NA EIZTE 2E OEZH:

e Na karavoeire Tnv évvoia Tou opiakou K6oToug (marginal cost) kai
TN onuacia Tou OTOV UTTOAOYIONO TNG OUVEIOQYOPdc (contribution)

e Na avridAauBaveore Tnv évvoid TOU VEKPOU OnNuEIioU Kal TN onuacia
Tou oTn 8I10IKNTIKIN AOYIOTIKN

e Na umroAoyilere 10 VEKPO onueio, ue pabnuariko TUmo, o€ HOVASES
(units) ka1 o¢ aia (value)

e Na umroAoyilere TO VveKPO onuegio ue TNV groluacia diaypauparog
(break even chart)

8.1 Eicaywyn

210 KEQAAaIO 5, Blounxavikég ETTIXEIPAOEIG, €XOUME

MGBel  Tov  uTToOAOYIONG TOU OUVOAIKOU  KOOTOUG

TTAPAYWYNG TWV TTPOIOVTWY TTOU €XEl OAV POVADIKO

OKOTTO TOV KOBOPIOPO TNG TIMAG TOU TTPOIGVTOG HE TO

avaloyo kEpdOG. Na okotroug AIoIKNTIKAG AOYIOTIKAG

OMWG, 0 UTTOAOYIONGG TOU OPIOKOU KOO TOUG (marginal

cost) cival amapaitntog yia TN AQyn opBoAoyikwv

ATTOPACEWY, ATTO Ta OTEAEXN MIOG ETTIXEIPNONG, ME

OKOTTO TNV auénon Tng Kepdo@opiag Kal  TnG

peUOTOTNTAG. TO OPIOKO KOOTOG €ival TO ETMITTAéOV

KOOTOG TrOoU TrPOKUTITEI OaTTd TNV Trapaywyrn HiIag €mITTAéov povadag Kai
BaocileTal oTnVv apxn OTI n TTapaywyn HIOG ETITTPOCOETNG HOVADAG TTPOIOVTOG
0a emIPEPEl aUENON OTA HETABANTA KOOTN XWPig va £XEI KaYia emidpaon oTa
otafepd KO6OoTN. Exoviag Ta 1Mo TTAVW uttdywn n dIauop@won Tou ETTITTEQOU
dpaoTNPIOTNTAG, TOU KOOTOUG KAl TWV KEPOWV TNG ETTIXEIPNONG TTPOKUTITEI ATTO TNV
AvaAuon tou Nekpou Znueiou (Breakeven point Analysis). Npdkeital yia avaAuon
NG oxéong KéoToug — Emiredou Apaotnpidtntag — Képdoug (Cost — Volume — Profit
Analysis 1 CVP Analysis). To vekpO onueio ival gkeivo 1o €TTiTTEdO dpaACTNPIOTNTAG
(®nAadn, 1o eTiTredo TTapaywynS i TTWANONG TTPOIGVTWYV A TTAPOXAS UTTNPECIWY) OTO
omoio ta é0oda kaAumrouv akpifws (dnAadn, civalr ioca ug) ra é§oda Trou
Ava@EPOVTAl TN OUYKEKPIWEVN dpaaTNPIOTNTA.

181



BREAK EVEN ANALYSIS

PRODUCTION COST

l l

1I\IIATER[«L lABOUR EXPENSES

DIRECT DIRECT DIRECT INDIRECT DIRECT INDIRECT

. )

PRIME COST FACTORY OVERHEADS
v v
VARIABLE FIXED

|

MARGINAL COST* = PRIME COST + VARIABLE OVEHEADS

*Marginal cost = direct material + direct labour + direct expenses + variable overheads
or = direct variable expenses + indirect variable overhead expenses = variable cost

MeraBAnTd k6oTn (Variable Cost):

MetaBAnTtd ko6oTn (£€00a) cival ekeiva TTou peTaBaAlovTal (augdvovtal ) PEIWvVOVTal)
KaBwg peTaBAAAeTal TO UYWOoGg TNG dpacTneioTnTas . MNapadciypata peTaBAntwy 660wV
€ival ol TTPWTEG UAEG, Ta nUEPOMIoBIa TTapaywyng, ol TTPOUABEIEG TwV TTWANTWY. AUTO
onuaivel 61 av Tapdyoupe 200 povadeg Ba Exoupe dITTAdOIa £€600a avAAwoNng TTPWTWV
UAWV atté 6,11 av TTapdyoupe 100 povadeg. Ta petafAnTd KOOTN ek@PAlovVTal CUVABWG
avda povada TTPoidvTog 1 uttnpeaiag Tr.x. €2 epyatikd yia KABe povada TTpoidvTog A yia
KGBe utTnpEaia.

21a0epd kO6oTn (Fixed Cost):

2100epd KOOTN €ival EKEIVA TTOU TTAPAUEVOUV APETARBANTA KAl TTPAYUATOTTOIOUVTAI O€
KABE TTEPITITWON, AOXETA PE TO AV AEITOUPYEI A OXI N €TTIXEIPNON, aveEdpTNTA ATTO TO
UWog TNG TTapaywyng f Twv TTwANcewyv. MNa Tapadelypa, To eVOIKIO atToTEAEI OTABEPO
KOOTOG €TTEION TTAPAPEVEI AUETARBANTO aveCApTNTA ATTO TIG HOVADES TTAPAYWYNGS i
TTWANCEWV TNG ETTIXEIPNONG.

2TO ONuEio auTtd Ba TTPETTEI va TOVIOOUHE OTI HAKPOTTPOBET A OAa Ta £€000/KOCTN €ival
METABANTG. ETTOopévwg, n av@Auon Tou vekpoU anueiou £xel Bpaxuxpovia Evvola.
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COST OF 1 000 UNITS COST PER UNIT

€ €

Variable costs

Direct material 30.000 30
Direct labour 100.000 100
Direct Expenses —5.000 -5
Prime Cost 135.000 135
Variable overheads ~15.000 _15
Marginal cost of production 150.000 150

8.2 Xuveiopopd (Contribution) kal n onuacia Tng oTn AIOIKNTIKI
NoyIoTIKA

Zuveio@opd 1 TrePIBwplo KEPOOUG cival N dlIaYopd PETAEU TwV TTWANCEWVY Kal TOU
oplakou kéoToug (Marginal or variable cost). Eival 1o pépog Twv TTWANCEWV TTOU
diatibeTal yia TNV KAAUWN Tou 0TABEPOU KOOTOUG Kal evOG TTBavou KEPOOUG.

Contribution = Sales — Variable costs

Képdog cival To TT000 KaTé TO OTT0I0 N oUVEIoPOPA uTTEPPRaivel TO 0TABEPO KOOTOG

Profit = Contribution — Fixed costs

Sales — Variable costs = Profit + Fixed Cost = Contribution

H opiakp kootoAdynon (Marginal costing) ptropei va BonBrioel tn Aioiknon va
TTAPEl BpaxuttpoBeaueg atroPAcelg (UTTOBETOUPE OTI Ta OTABEPA £60da dev aAAGlouv
0€ OUVTOHO XPOVIKO dIACTNUA) OTTWG:

(a) Atrodoxn TrapayyeAlwv KATW o1rd TIG KAVOVIKEG TINEG TTwANnong (Accept
orders below normal selling prices) — 6tav autég divouv BETIKA cuvelIoPopd,
WOTE N €TIXEIPNON va dlaTnpACcEl TO ETTITTEDO TTAPAYWYNG TNG KOI VO ATTOPEUXOEI
N atrOAUCn EIOIKEUPEVWY EPYACOUEVWIV.

(B) Amog@docig yia TrTapaywyn | ayopd (Make or buy decision) — n amogaon
BaoileTal 0TO av TO KOOTOG TNG Ayopdg €ival YEYOAUTEPO N MIKPOTEPO ATTO TO
oplokd k6OoTOG Tapaywyns. Na mapddeiypa, av 1o oplokd KOOTOG Eival
MIKPOTEPO aTTO TO KOOTOG Qyopdg  TOTE N ETIXEIPNON £XEl OCUMPEPOV VA
TTPOXWPNOEI TNV TTAPAYWYI TOU TTPOIOVTOG.
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COST OF 1 000 UNITS COST PER UNIT

€ €
Marginal cost of production 150.000 150
Fixed overheads 50.000
Total cost of production 200.000
Profit (20% of total cost) 40.000
Contribution 90
Selling price 240,000 240
Calculation of Contribution and Profit
€
Sales X
Less: Variable or marginal Costs (x)
CONTRIBUTION X
Less: Fixed Costs (x)
PROFIT X

Example The following information relates to the production of 3.500 litres of a
chemical

€
Marginal or variable cost per litre 52
Selling price per litre 100
Total fixed costs 144.000
Required: Calculate the total contribution and the profit
Solution:

€

Sales (3 500 x 100) 350.000
Less: Variable or marginal Costs (3 500 x 52) (182.000)
CONTRIBUTION 168.000
Less: Fixed Costs (144.000)
PROFIT 24.000

184



BREAK EVEN ANALYSIS

8.3 AvdAuon Kai utTtoAoyIouOG Tou NeEKpOU Zneiou
(Break Even Analysis and Calculation of Break-Even Point- BEP)

Nekpd onpeio €ival To oNPEIO OTO OTTOI0 TO GUVOAO TWV £660WYV, TOOO TWV OTABEPWV
000 Kal Ta HETABANTWY, KOAUTITOVTAI ATTO EKEIVO TWV TTWANCEWYV KAl OV ATTOTEAEOUQ
n emixeipnon 8ev mpayuarorroisi oute kEPOOS ourte {nNuiA.

2UVOAO TwV TTWANRCEWYV - ZUVOAO TwV £§6dwvV = 0
‘HI Zuveio@opd = ZT1aBegpd KOOTN

Total Revenue — Total Costs =0
OR/ Contribution = Fixed Cost

To vekpO onueio ptropei va uttoAoyioBei wg €¢AG:
(i) 2& povadeg (units) TTapaywyng/ITwANCEWY i
(i)  Ze adia € (Ec0oda ato TIg TTWANCEIG - sales value/revenue €)

O utroAoyiopdg Tou NekpouU Znueiou o€ PovAadeg TTapaywyng/TTwAnong JTTopeEi va
yivel ye Tn BonBeia TNG TTapaKATw OXEONG:

. . } . Fixed Costs .
(i) Breakeven point (in units) = —— — = ?units
Contribution* per unit

* Contribution per unit = Selling Price per unit — Variable Costs per unit

Total Contribution
OR/

Total number of units

Example: Beta Plc makes a product called ABC. Its selling price is €20 per unit and its
variable cost is €14 per unit. The company pays €20.000 rent per year and €10.000 general
expenses, which are not affected by the level of activity (production/sales).

Required: Calculate the BEP (in units).

Solution: Based on the above formula, the BEP (in units) is calculated as follows:

€20.000+€10.000 _ €30.000
€20- €14 T €6

BEP =

= 5 000 units
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O uttoAoyiopég Tou Nekpou Znueiou o€ aia (E00da TTWANCEWV) UTTOPEI Va Yivel JE TN
BonBeia TNG TTaPAKATW OXEONG:

o . . Fixed Costs
(ii) Breakeven point (in value) =

— — x SP per unit = €7
Contribution per unit

OR/ Breakeven point in value = Breakeven point in units x Selling price per unit

Example: Beta Plc makes a product called ABC. Its selling price is €20 per unit and its
variable cost is €14 per unit. The company pays €20.000 rent per year and €10.000 general
expenses, which are not affected by the level of activity (production or sales).

Required: Calculate the BEP (in value €)

Solution: Based on the above formula, the BEP (in value €) is calculated as follows:

€20.000+€10.000 €30.000

BEP = x €20 =
€20- €14

OR/

x €20 = 5 000 units x €20 = €100.000

BEP = 5 000 units x €20 = €100.000

Emidiwképevo kEpdog (Breakeven and target profit)

MepikéG @opég, CnTeital 1 n TTWAOUMEVN TTO00TNTA N Ta €0000 ATTO TTWAACEIG
TTpoKeIJévou va emTeuxBei €va emdiwkdpevo kéEPdoG. Ta Tov okommd autd
XPNOIJOTTOI0UVTAI O1 TTI0 KATW OXE0EIG (MaBnuaTiKoi TUTTON):

Fixed costs+Required profit

Sales volume to achieve a certain (required) profit = = ?units

Contribution per unit

OR/
Sales value to achieve a certain (required) profit =
Sales volume to achieve a certain (required) profit x Selling price per unit = €?
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Required: Calculate

a) The sales volume that the company must achieve so as to make a profit of €6.000
b) The sales value that the company must achieve so as to make a profit of €6.000

Solution:

q . q . €30.000+€6.000
a) Sales volume to achieve a certain (required) profit = ——

= 6 000 units

b) Sales value to achieve a certain (required) profit = 6 000 units x €20/unit= €120.000

2& OUVEXEIO TOU TTAPAdEIYMATOG:
8.4 Graphical Presentation of BEP

To didypapua NekpoU Znueiou gival pia dlaypauuaTikr atreikdévion Tou KEPOOUG I TNG
(NUIAG TToU avapévovTal ammd TNV TTWANCN €vog TTPOIOVTOG 0 dIdYopa ETTITTEdA
opaoTtnpidtnTag. To Nekpd Znueio PpiokeTal 0TO OnueEio OTTOU N YPAMMPR TOU
OUVOAIKOU KOOTOUG TEUVEI TN YPAPUA TwV €00dWV aTTd TIG TTWANOCEIG KAl OEV UTTAPXEI
ouTe KEPOOG oUTE ¢NUIA, ONAQdN:

2uvoAik6 KéoTog = ZuvoAika ‘Ecoda
Total Costs = Total Revenue
Example
The marginal cost of a product X is €10 per unit. It is sold for €20 per unit. Fixed
costs are €250.000

MINAKAZ
| Ve T | Tomcon | oo
,000 €,000 €,000 ’ €,000

0 0 250 250 0

5 50 250 300 100
10 100 250 350 200
15 150 250 400 300
20 200 250 450 400
25 250 250 500 500
30 300 250 550 600
35 350 250 600 700
40 400 250 650 800
45 450 250 700 900
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AIATPAMMA

CHART OF BREAK EVEN POINT
1000

Sales Revenue

900

800

700

Revenue and Cost

600

500

400

300

200

100

0 5 10 15 20 25 30 35 40 45 50

Output in units

To Nekpd Znueio Tou TTpoidvTog X Bpiokeral oTig 25 000 povadeg ) ota €500.000.

H 1reploxr ETA&U TNG YPAPUAG TOU CUVOAIKOU KOOTOUG KAl TNG YPOUMNAG TwV 000wV
amd TIC TTWAACEISC TIPIV TO VEKPO oOnueio avrimmpoowTrevel T ¢nuid TTou Ba
TTPAYMATOTTOINGEI av oI HOVAdES TTapaywyng gival AiyoTepeg atrd 25 000. H tepioxn
META TO VEKPO onueio, dONAadr petd Tig 25 000 povadeg, avTITTPOoWTTEUEI KEPON.

Mep1Bwpio Aocealeiag (Margin of safety) civai n diagopd petagu Tou Nekpou
Znueiou (25 000 povadeg) kar Twv 45 000 povadwv TOU €ival N PEYIOTN
TTAPAYWYN/TTWANGCN. ZTNV TTEPITITWON AUTA N TTAPAYWYA £XEl TTEPIBWPIO va PEIWOEI
kKatd 20 000 povadeg TIpIV N ETTIXEIPNON APXIOEl va TTPAYUATOTIOIEI {NUIEG aTTO TO
TTpoidv X.

To mepIBwpIo acpaAeiag uttoAoyileTal o€ Jovadeg i 0€ TTOCOOTO:
Margin of safety = 45 000 — 25 000 = 20 000 units

OR/

] 20000
Margin of safety = 25 000 % 100 = 44, 44%
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8.5 FULLY WORKED EXAMPLE 1

XYZ Ltd makes a single product. Its selling price is €30 per unit and its variable cost
€20 per unit. The company pays rent of €9.000 and general expenses of €13.000.
Both expenses remain stable irrespective of the number of units produced/sold.

Required: Calculate

(a) The sales volume that the company must achieve so as to make no profit nor
suffer any loss (BEP in units)

(b) The sales value that the company must achieve so as to make no profit nor
suffer any loss (BEP in value)

(¢) The sales volume that the company must achieve so as to make a profit of
€20.000

(d) The sales value that the company must achieve so as to make a profit of
€20.000.

Solution:

Fixed Costs __ €9.000+€13.000 _ €22.000

— = = 2 200 units
Contribution per unit €30—- €20 €10

(a)BEP (in units) =

(b)BEP (in value) = BEP in units x Selling price per unit = 2 200 x €30 = €66.000

Fixed costs+Required profit _ €22.000+€20.000
Contribution per unit - €10

= 4 200units

(c)Sales volume to achieve a profit =

(d)Sales value to achieve a profit = Sales volume to achieve a profit x Selling price =
4200x €30 = €126.000
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FULLY WORKED EXAMPLE 2.

Margarita owns and runs a small café serving a meal deal which includes a portion
of fries, a burger and a cold drink. The selling price per meal is €3,50. She
provides the following information on costs for a meal deal, based on 10 000
meals:

Cost per meal €

Fries 0,32
Burger 0,68
Bun 0,06
Drink 0,19
Fixed costs 0,72

REQUIRED
i.  Calculate the contribution per unit
ii. Breakeven point (in units)
iii. Breakeven point (in value)
iv.  Margin of safety
v.  The number of meals she has to sell to earn a profit of €9.000.

ANSWER:
Per meal € €
Selling price 3,50
Fries 0,32
Burger 0,68
Bun 0,06
Drink 0,19 (1,25)
Contribution per meal 2.25

(i) Contribution per unit = Selling price — variable costs

Total fixed costs* €7.200
- f. — = = 3 200 meals
Contribution per unit €2,25

(i) Break even(units) =

*10 000X€0,72
(iii) Break-even (revenue) = 3 200 meals x €3,50 = €11.200

(iv) Margin of safety =10 000 — 3 200 = 6 800 meals

Fixed costs + Required profit _

(v) The number of meals for target profit: ——— -
Contribution per unit

€7.200 + €9.000

= 7 200 meals
€2,25

190



BREAK EVEN ANALYSIS

8 AZKHZEIZ KE®AAAIOY
REVIEW QUESTIONS

QUESTIONS

1. Na opioeTe T0 peTaBAnTd KOOTOG (variable cost). Na dwoeTte duo TTapadeiyuara
METABANTOU KOOTOUG

2. Na g¢nynoete Tov 6po ouveliopopd (contribution) kai T onuacia Tou.

3. Calculate the contribution per unit from the following information:
Selling price €43 per unit, variable costs per unit €27, fixed cost per unit €10.

4. A business sells its products for €40 per unit and has variable costs of €24 per
unit. Its fixed costs for the year are €200.000.

Calculate (i) the contribution per unit and the (ii) break-even point in units.

5. Costa bakery makes bread for sale to the general public. The white type of bread
is the best-selling product. He sells each large loaf of white bread for €3 and the
costs of production are:

€
Direct materials 1,25
Direct labour 0,40
Factory fixed overhead 0,85

Distribution fixed overhead 0,15

REQUIRED:

Calculate the contribution per loaf of bread.
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EXERCISES
1. Medfurn Ltd manufactures beds for hospitals. The cost per bed is as
follows:
€
Materials 25,00
Labour 35,00
Royalties 15,00
Selling price per unit 100,00
Total Fixed overheads 200.000,00
REQUIRED:

a) Breakeven point (in units)
b) Breakeven point (in value)
c) The number of beds it has to sell to earn a profit of €700.000.

2. The following information is given for the production and sales of 50 000 “Cindy”
plastic dolls

€
Selling price per unit 30
Direct material costs per unit 8
Direct labour costs per unit 9
Fixed costs per unit 5
REQUIRED:
Calculate:

a) The break-even point for “Cindy”
b) The break-even revenue necessary to break even
c) The margin of safety.
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3. The following information is available for the production and sales of 10 000 units
of Zita, a component used in the electronics industry:

€ per unit
Direct materials 8
Direct labour 2
Other variable costs 1
Fixed costs 4
Profit 5
Selling price 20
REQUIRED:

Calculate:
a) The break-even point in units
b) The break-even point in sales revenue
c) The margin of safety.

4. The following information is given for the production and sales of Guzzina, a new
kitchen appliance:

Cost per Guzzina € per unit
Raw materials 9
Components 1
Direct labour 5
Royalties 2
Fixed costs 3
Selling price 25

This data is based on an output of 2 000 Guzzina

REQUIRED

a) Draw a graph based on the information given for the production and sales of
Guzzina. From your graph, determine the:
i. Break-even point in units

ii. Break-even pointin sales revenue
iii.  Margin of safety in units.
b) Calculate the:
i. Profit/loss made when 400 units are produced and sold
i. Profit/loss made when 600 units are produced and sold
iii.  Profit/loss made when 800 units are produced and sold
iv. ~ The number of units Guzzina has to sell to earn a profit of € 1.600
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5. The following information is available for the production and sales of one unit of
‘Stap’. The data is based on the production and sale of 500 units.

€ per unit
Direct materials 32
Direct labour 18
Royalties 5
Fixed costs 20
Selling price 100

REQUIRED:

(a) Draw a graph based on the information available for production and sales of
‘Stap’.From your graph, determine the:
i. Break-even point in units produced and sold
i. Break-even level of sales revenue
iii.  Margin of safety in units.
(b) Calculate the profit/loss made when 200 units are produced and sold.

6. Fun design T shirts Limited owns one store in the center of Kato Paphos and it
makes custom made T Shirts. Information and figures for the store for the year
ended 31 December 2017 are shown below:

e The store is rented at a cost of €900 per month

e The store employs three staff: a manager whose salary is €11.000 per year,
a full time staff member whose salary is €6.500 per year, and a part time
staff member whose salary is €2.500 per year

e Other fixed costs total €12.800 per year

e Cost for purchasing each T Shirt is €2,50 and fabric paints costs €0,50 for
each T Shirt

e The store sells each T Shirt for €8

e Last year the store sold 18 700 T Shirts.

REQUIRED:

a) State two examples of fixed costs faced by the store.

b) Calculate for the store, for the year ended 31 December 2017 the:
(i) Break-even point figure in the number of T Shirts sold
(i) Margin of safety in the number of T Shirts sold
(iii) The profit for the year ended 31 December 2017
(iv) Profit or loss if 8 000 T Shirts were sold
(v) Profit orloss if 11 000 T Shirts were sold.
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7. Nostos owns a fast food restaurant where meals are cooked and then delivered.

The accounts of A Nostos show:

Rent of restaurant premises is €720 per month

e Cost of gas to produce one meal is €0,20

e Direct labour is €0,50 per meal cooked

e A motor cycle was purchased for delivery, at a cost of €5.000. The motor cycle
has a life of 4 years and a scrap value of €100. Depreciation is to be charged
on a straight line basis

e Delivery costs per meal are €0,70

¢ Insurance for the year is €1.000

e Cost of electricity is €2.885 per year

e Selling price of a meal is €2,65

e Sales are 18 400 meals per year
REQUIRED

Calculate for the restaurant, the:
a) Contribution per meal
b) Breakeven point (in units)
c) Breakeven point (in value)
d) Margin of safety
e) Profit or Loss for the year.

f) Number of meals he has to sell to earn a profit of €12.000
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9.

A=IOANOIMHZH ENMENAYZEQN
KEDAAAIOY
(INVESTMENT APPRAISAL)

META TH MEAETH AYTOY TOY KE®AAAIOY OA lPETIEI NA EIZTE ZE OEZH:

Na karavoegite tnv avaykn aloAdynong emevOUOEwWV KepaAaiou
(Investment Appraisal)

Na karavoegire kal va epapuolsre tn Mé@odo tng Méong Amédoong
(Accounting Rate of Return-ARR)

Na karavoeite kair va epapuolsre tn MéBodo Emaveiompaing
(Payback Period)

Na karavoeire kai va epapuolere 1n MéBodo tn¢ KaBapri¢ NMapouoag
Aéiag (Net Present Value)

Na adioAoyzeite, va ouykpivere Kail va OUUBOUAEUETE TIC ETTIXEIPHOEIS
ME Baon 1i¢ IO TTAVW NEBOOOUCS yIa TNV EMIAOYN EMTEVOUTIKWV EPYWV

9.1 H avaykn agloAdynong emevouoewyv KeQaAaiou
(investment appraisal)

O1 etaipeieg avTiyeTwiCouv dIOPKWS TO TTPORANUa
AMYnNG atmmoQACEWV OXETIKA HE HOKPOTTPOBEOUEG
emrevouoelg. Or eTTeVOUOEIG QUTEG ITTOPET VA apopouv
TNV AVTIKATAOTAON A TNV a1TOKTNON OTOIXEIWV TTAYIOoU
EVEPYNTIKOU, OTTWG YIA TTAPABEIYHA, UNXAVNHATWY KOl
AAAWV EYKATAOTACEWYV, TNV EI0QYWYH VEOU TTPOIOVTOG

oTnv ayopq,
TTPOTACNG, £V
€I0POWV Kal

TN AgIToupyia véou KaTaAoTAPATOG K.A. H agloAdynon uiag eTEVOUTIKNG
w @aivetal attAf diadikaaoia, apou TTPOKEITAI YIa CUYKPION TWV TAUEIOKWY
EKpOwWV TTOU Ba TTpoKUWoOUV OTO MPEANOV, €VTOUTOIC UTTAPXEI OXETIKN

OUOKOAIa TTPOCBIOPICHOU TWV TAMEIOKWY POWYV TTOU OXETICOVTAI PE TNV ETTEVOUOH.

O1 TapeIakég

QUTEG POEG APOPOUV TO OPXIKO KOOTOG TNG ETTEVOUONG, TIG AEITOUPYIKEG

TAPEIOKEG POEG Kal TNV TTIBAvR augnon Tou Ke@aAaiou Kivnong.
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H diadikacia digpeuvnong, KAtd TTOCO MIa ETTEVOUTIKA TTPOTACNH gival TTPOC00d0PSpa
Aéyetal A§loAdynon Emrevduoewyv (Investment Appraisal)

Mia eTTevOUTIKE TTPOTACH Ba TTPETTEN VA KPIVETAI OETIKA JOVO OTAV TTAPEXEI MIa aTTOd00N
MeEYaAUTePN (M ion) TNG aTTaITOUPEVNG aTTOd00NG ATTO Toug £TTEVOUTEG (Expected Return
on Capital Employed). Baoikdg okotmmdg Tng afloAdynong emevOUuoewyv €ival n
MeyioTotToinon g agiag Tng etaipeiag (business growth).

9.2 Mé£0odol A§ioAdynong Etrevdutikwy ETiAoywyv
(Investment Appraisal Techniques)

MNa Tov okomd TOU TTAPOvVTOG PBIBAiou, o1 péBodol (A o1 TeXVIKES) agloAdynong
ETTEVOUTIKWY ETTIAOYWV TTOU Ba €¢ETAOTOUV, €ival Ol EEAG:

e ME£B0dog TG Méong Amédoong (Accounting Rate of Return-ARR)
e MéBodog Emraveiompagng (Payback Period)

e MEB0dog NG KaBapng Mapouocag Aiag (Net Present Value)

O1 o avw péBodor €xouv oxediaoTei pe oTOX0 TNV agloAdynon 1600 TG moIoTNTAS
(quality of the project), 6oov kal Twv weeAnuarwy (benefits ), TTou atroppéouv atd TRV
KGBe emmAoyr, KaBw¢ kal Tov Eemixeipnuariko kivéuvo (business risk) Trou
TTPOUTTOBETOUV.

H povadikny pébodog, 6TTweg Ba doupe TTIo

KAtw, Tou alohoyei TIG  ETTEVOUTIKEG

emAoyéc ue  Pdon TNV KepdoYopia

(profitability ) €ivar n Mé&Bodog Tng Méong

Atrodoong (Accounting Rate of Return-ARR)

O1 GAAeg péBodoI TIG agloAoyouv pe Baon TIg

rapgiakés poég (cash flows).
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9.3 Mé00dog Tng Méong Ammédoong (Accounting Rate
of Return - ARR)

H MéBodog Tng Méong Amodoong (ARR) deixvel To 1010 KaBapd KEPDOOG, TO OTToI0 Ba
EXEl KATA PECO OPO MIa ETAIPEIA, ATTO TNV ATTOBOXI €VOG ETTEVOUTIKOU £pyou. H péon
atrodoon evog eTTeVOUTIKOU €pyou uttoAoyileTal we €EAG:

Méoa stnota ueddovtikd kaBapo képén (Annual Average Profits
Méon anbsoon (ARR) = nota p P& KéPST) ( g fits)

Apyikd k6otog emévdvang (Initial cost of investment)

Eivar amrodekté va xpnoiuotroigital ws Ol1aipéTnG 10 HECO UWOS TNG EMEVOUONG
(6nAadn, apxiké KOOTOS TTEVOUONG, OUV avauevouevn uttoAsiuuarkn aéia did 2

Kpitipio Amodoxng n Amoéppiyng: H péon amoédoon Tou ETTEVOUTIKOU €pyou
OUYKPIVETAI PE TNV aTTaITOUMEVN atTOd00n TTOU £XEl N ETAIPEIA ATTO TO CUYKEKPIUEVO
ETTEVOUTIKO €pyo. H TTpoTOON YiveTal atrodekT 0TV N HEON ATTOdOON €ival JEYAAUTEPN
atré TNV aTTaIToupevn ammédoaon. Ze avriBeTn TTEPITITWON, N TTPOTACH ATTOPPITITETAL.

Mapadsiypa:

Ag uttoB€o0oupe OTI yia Ta TTOPEVA 5 Xpovia, Ta KABapd KEPDN META aTTO TOUG POPOUG
TTou Ba TTPoéNBouv aTtd éva eTTevOUTIKO €pyo, Ba eivar 2.000.000, 3.000.000,
4.000.000, 5.000.000 kar 6.000.000 eupw avrtioToixa. To ApPXIKO KOOTOG TNG

emmévduong utroAoyicetail va gival 20.000.000 supw kai n atrairoupevn ammdédoon 15%.
Na a&loAoynOei n eTevouTIKr) TTPOTACN PE TN WEBODO TNG pEong amodoons (ARR).

ATmravrnon: H péon ammédoon utroloyiletal wg €EAG:

Méoa etriola kaBapd KEPON =
(2.000.000+3.000.000+4.000.000+5.000.000+6.000.000)/5=4.000.000 eupw

Apxiké kéoTog etrévouong = 20.000.000 eupw
Méon ammédoon = (4.000.000/20.000.000) = 0,20 i} ARR = 20%

H péon amédoon Tou e€mevouTiKoU £€pyou (20%) cival peyaAUuTeEPN TNG ATTAITOUPEVNG
atmodoons (15%). Zuvettwg, n TTPATACT EYKPIVETAI.
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MNMAgovekThpara (advantages of ARR)
e ATAA péBodOG oTOoV UTTOAOYIONO TNG (easy to calculate)
e [vwoTti PEBOdOG OTOUG avOAUTEG Kal OIEUBUVTEG eTaipeiwy (widely used by
analysts)
e KartavontA uéBodog (easy to understand)

MeiovekTipaTa (disadvantages of ARR)
e Ayvoei TAApwG Tn diaxpovikr aia Tou xprpaTog (ignores time value of money™)
e XpnoiyoTrolei povo kaBapd kEpdn (profits) kal Ox1 TapelokES pog (cash flows) oTov
UTTOAOYIOMO TNG.

* dlaxpoVvikA agia Tou Xprpartog (akoAouBei TTAAPNG TTEEYyNON OTN TTApAypa@o 9.5)

ZHMEIQZH:

TNV TEPITITWON TTou divovTal 01 ETACIEG KABAPES TOUEIOKESG POES (aVTi TwV ETACIWV
KEPOWV) Kal Ba TTPETTEl va UTTOAOYIOTEN N péon atrdédoon, TOTE OI TANEIAKES POES
METATPETTOVTAI OE KEPON KAl PETA £QAPUOCETal N HEBODOG TNG HEong aTTddoong.

Mo TN YETATPOTT TWV TAUEIAKWY POWV O€ KEPDN, UTTOAOYICeTaI N eTAOIa amooBeon
TOU EMEVOUTIKOU EPYOU Kal a@aipeEitalr amo T1IC ETHOIEC TAMEIAKEG POEG. To
ammoTEAECOUA QUTAG TNG TTPAENG Ba cival Ta eTACIa KEPDON, TA OTTOIA OTr CUVEXEIX
XPNOIJOTToIoUVTal VI TOV UTTOAOYIONS TNG HEONG aTTodooNG.

REMEMBER Profits = Cash flows - Depreciation

Moapadsiypa:

Mia eTaipeia €mOupEi va eTTeEVOUCEI OE YIO UNXAVH], TO APXIKO KOOTOG ThG OTT0IiaG,
uttoAoyiCetal ota 400.000 eupw, kal Ba €xel 5 xpovia weEAiung Cwng. ETiong,
eKTIUGTOI OTI O KOBAPES TAUEIOKESG POEG YIa Ta €TTOUEVA S Xpdvia Ba civar 100.000,
180.000, 200.000, 280.000 ka1 360.000 eupw avTiOTOIXO KOI N ATTAITOUMEVN ATTOdO0N
20%. Znteitan va a&loAoynBei n emmevouTikr) TTPOTOON ME T MEBODO TNG péong
atrédoongs (ARR).
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ATtravrnon: Ztnv TePITITwon autry divovTtal ol ETACIEG KABAPES TAUEIAKES POES (avTi
TWV E€TACIWV KEPOWV), TTOU Ba MPETTEI va HETATPATTOUV O KEPOI, KAl JETA VO
eQapuoaTei N uEBOdOC TNG péong atrddoong, we eENG:

Xpoévog Cash flows- depreciation = ETic1a képdn (annual profits)

(Years) (€)
1 100.000 - 80.000* = 20.000
2 180.000 - 80.000* = 100.000
3 200.000 - 80.000* = 120.000
4 280.000 - 80.000* = 200.000
5 360.000 - 80.000* = 280.000
Total 720.000
. e Cost _ 400.000 _
Depreciation = Years of useful life - €80.000

Annual average profits = 720.000/5 = €144.000
ARR=144.000/400.000=0,36 or ARR=36%

H péon ammédoon Tou eTTevOUTIKOU €pyou (36%) eival EyaAUTEPN TNG ATTAITOUPEVNG
atrdédoong (20%). Zuvettwg, n TTPOTOCN EYKPIVETAI.

9.4 Mé00odog Etraveiotrpagng (R ATrotrAnpwpnig N Mepiodog
EmioTpo@ng KepaAaiou)
(Payback Period)

H puéBodog etraveiorpagng utroAoyilel To Xpoviké dIACTNUA TTOU ATTAITEITAI VI TV

QATTOTTANPWHNA KaI TNV avAaKTnon Tou apXIkou Ke@aAaiou To oTToio KaTaBAABNKE yia Eva
OUYKEKPIPEVO ETTEVOUTIKO €pyo. Eival n mepiodog dnAadn, TTou attaiTeital, £T01 WOTE TO
dbpoioua Twv KaBapwyv TAPEIOKWY Powv TTou Ba TTpoéABouv atrd Tnv 1TéEVOUON, va
IooUTAl JE TO APXIKO KOOTOG ETTEVOUONG.
Kpitnpio amodoxns n Amoppiwng: H 1epiodog eTTaAVEIOTIPAENG TOU ETTEVOUTIKOU
€pyou UTTé €€ETAOT, CUYKPIVETAI JE TNV YEYIOTN OTTAITOUNEVN (ATTO TNV ETAIPEIR) TTEPIODO
Etmaveiopagns. Av n 1epiodog Tou egeTalOuevou eTTEVOUTIKOU £PYOU €ival PIKPOTEPN
TNG MEYIOTNG ATTAITOUPEVNG TTEPIOBOU, TOTE TO £PYO EYKPIVETAIL. Z€ AVTIOETN TTEPITITWON,
TO £PYO QTTOPPITITETAL.
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Mapadsiypa:

Mia eTaipeia €TIOUE va eTTEVOUOCEI O€ VO OUYKEKPIPMEVO £PYO, TOU OTTOIOU TO APXIKO
k6oTog utroAoyi¢etal ota 200.000.000 supw. ETTiong, ekTipdTal 011 TO £pyo Ba €xEl TIG
MO KATW KABAPES TAUEIOKEG POEG YIa TA eTTOMEVA 5 xpovia. H péyiotn emOuunTA
TEPiIodOG eTTaveioTTpagng sival 3 xpovia. Znteital va aglohoynBei n eTTEVOUTIKN
TpoTacn Pe TN uEBOdO TG eTTaveioTTpatng (payback period)

Xpovog (year) Tapelakég poég (€)
1 50.000.000
2 90.000.000
3 80.000.000
4 110.000.000
5 100.000.000
Amravrnon:

H trepiodog etTaveiorpagng utroAoyifeTal wg €ENG:

ATT6 Ta TTI0 TTAVW dedopéva, gival pavepd OTI N eTalpEia T TTPWTA 2 XpoOVvia Ba avaKTACE!
140.000.000 gupw (50.000.0000 + 90.000.000) kar Ba utroAciTrovTal GAAa 60.000.000
EUPW, YIa va KaAUwel TTAApwWG To apXikd KOoTog emmévduong, Tou egivalr 200.000.000
eupw. 2uveTtwg, Ta 60.000.000 eupw Ba Ta avaktoel amd Ta 80.000.000 eupw Tou 3°V
xpovou (60.000.000/80.000.000=0,75 xpoévia)ry 0,75x12= 9 prveg

H mrepiodog eTaveiopagng cival 2 xpoévia kai 9 pAveg

Mrtropei eTiong va utroAoyioB¢ei pe Tn BorBela Tou TTI0 KATW TTiVOKA:

Xpo6vog Tapelakég poég ZUCOWPEUMEVEG
(year) (Cash flows ) TOMEIOKEG POEG
€ (Cumulative cash
flows)
0 (200.000.000) (200.000.000)
Mepiodog
1 50.000.000 (150.000.000) Emaveiompagng
gival JETagU TOU
2 90.000.000 (60.000.000) 20U k) 3%V
Xpoévou
3 80.000.000 20.000.000
4 110.000.000 130.000.000
5 100.000.000 230.000.000

2UVETTWG TTEPIODOG ETTAVEICTTPAENG Eival:
2 xpovia kai 60.000.000/80.000.000= 2 + 0,75 xpovia n 2 xpoévia ka1 9 uRveg
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Emopévwg, n trepiodog etraveiopagng Oa civar 2,75 yxpovia kal To €pyo Ba yivel
ATTOOEKTO, APOU N PEYIOTN €TIOUNTH TTEPIODOG gival peyaAuTepn (3 Xpovia).

MNMAeovekThpara (advantages of Payback)
e ATTAGG uTTOAOYIOPOG TNG HEBOGBOU(easy to calculate)
o KartavontA uéBodog (easy to understand)

MesiovekTipaTa (disadvantages of Payback)
e Ayvoei Tn diayxpoviki agia Tou xprjuatog (ignores time value of money*)
o Agv €CeT@lel TIGC TAPEIAKEG POEC TTOU dnuIoupyouvTal YETA TNV avAKTNon Tou
apxIkou kd6oToug eTEvduong (ignores cash flows after the payback period)
* akoAouBei TTANpNG eeénynon otn mapdypago 9.5

9.5 MéBodog Tng KaBapng NMapouocag Agiag (Net Present Value-NPV)

Autr n nEBodoG avayvwpilel Tn dlaypovikh agia Tou xpruarog (time value of money)
AuTto onpaivel ot €1, av eloTmpaxBei oApepa, £xel peyaAutepn agia amo €1 1Tou Ba
eloTTpaxOei o€ KATTOI0 HEAAOVTIKE OTIYUA, ETTEION PNTTOPEI va TTEVOUBEI AUETO KAl va EXEI
Katrola atmrodoon. Av, yia TTapddeiyua, €mmevouBei To mood €100 onfuepa pe 10%
EMTOKIO, 0¢ éva Xpovo Ba agiCel €110 kai To TTood Twv €110 oe éva xpdévo e
TTpoecoPANTIKG £TITOKIO 10%, £X€1 TTapouoa agia €100.

H kaBapn mapouoa agia (NPV) evdg erevduTiKOU €pyou, IooUTal PE TNV TTapouoa agia
(present value) Twv AVOPEVOPEVWY ETACIWV KOBAPWY TAUEIOKWY POWV (EI0POWV -
EKPOWV) TnG etTévduong, mpoedopAnuévwy o onuepivn aia (discounted) e éva
ETMITOKIO, TO OTTOI0 AVTAVOKAA TOV KivOUVO TWV QVOUEVOUEVWY TAUEIOKWY powV. AUTO
TO ETMITOKIO XPNOIUOTIOIEITAI YIO TNV TTPOECOPANCN TWV AVANEVOUEVWV TAPEIAKWY POWV
Kal 1o0UTal PE TNV ATTOBOCN TTOU TTPOOCQEPETAl ATTO avAAoyeg eTmevouoel.  AuTO
ovopaletar Kéotog KegpaAaiou (Cost of Capital). To kdoT1og kKegpahaiou eival
onuavTiko €1TeIdn gival n eAaxioTn (atrairoupevn) atrddoon, TTou Ba TTPETTEI va €XEI TO
ETTEVOUTIKO £pY0, YIa va OIKAIOAOYACEI TO APXIKO KOOTOG TNG ETTEVOUONG.

Net present value = discounted inflows — discounted outflows

Znugiwon:

To mpoetopAnTikd emTokio (Discounting Rate), mou xpnoipotroicital otn péBodo Tng
KaBapng Mapouoag Agiag (NPV), cival To k6oTog Ke@aAaiou (cost of capital) kai 6x1 o
puBuO6GS TTANBwpiopou (Rate of Inflation)
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Kpitipio Atmodoxnig | Amoéppiyng: Av n KaBapr MNapouoa Agia evdg eTeVOUTIKOU
épyou eival peyaAuTtepn Tou PNndEv, TOTE TO £pyo eykpivetal. AuTd onuaivel Ot ol
TAPEIAKEG POEG TOU ETTEVOUTIKOU £pyou atTodidouv, TTPooBEéTouV PeEyaAUTEPN agia oTnv
ETAIPEIA KAl AUEAVETAI N XPNHATIOTNEIOKA TIMA TNG METOXNG TNG ETAIPEIAG UE ATTOTEAECUA
TNV au¢non Tou TTAOUTOU TwV UETOXWV TNG eTalpeiag. Av n KaBapn Mapouoca Agia Tng
emévduong gival apvnTiKA (XaunASGTEPN TOu UNdEV), TOTE TO £PYO ATTOPPITITETAI.

Mapadeiypa:

Mia eTaipeia e€eTAlEl pIa TTEVOUTIKN TTpOTACN. H TTpdTOCN ATTAITEl APXIKN
emévduon €1.000.000. To k6oToG KeaAaiou (TTPoeEo@ANTIKO emTITOKIO) gival 10%.
O1 kaBapEg TaPEIOKES POEG TNG ETTEVOUONG €ival OI AKOAOUBEG:

Xpdvog Emévduon A
1 500.000
2 400.000
3 300.000
4
5

100.000
10.000
6 10.000
Znteital va aglohoynBei n eTevouTikKA TTPOTACN, WE TN PEBodO TG Kabaprg
Mapouoag Agiag (NPV).

Amravrnon: H KaBapr Mapouca Atia uttoAoyiletal wg €EAG:

Xpoévog KaBapég Tapelakég Poég  lMpoegopAnTikdé  lMapouoa Aia

(Time or (Net Cash flows) emiToKI0-10%*  (Present Value)
Years) € (Discount rate)
0 (1.000.000) 1 (1.000.000)
1 500.000 0,909 454.500
2 400.000 0,826 330.400
3 300.000 0,751 225.300
4 100.000 0,683 68.300
5 10.000 0,621 6.210
6 10.000 0,564 _ 5.640

KAGAPH MAPOYZA AZIA (NPV) —90.350

*Present Value Table
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To e¢eTalOuevo eTEVOUTIKO €pyo eyKpiveTal, apou n Kabapr Napouoa Agia eival
BeTikr} (The NPV is positive).

ZNUEIWOEIG:
e [a okotroug e&étaong, 8a oag diverar o mivakag (Appendix 1 0eA.188) yia Tov
UTTOAOYIONO TNG TTapoucag agiag Twv peAAOVTIKWY powv (the table showing the
present value of €1), o uTTOAOYIOUOG® TOU OTTOIOU ETTEENYEITAI TTIO KATW:

H Mapouoca Atia piag vopiouaTikng povadag, (BAétre Tpitn OTAAN IO
TTAvw), uttoAoyieTal e Tov akOAouBo TUTTO:

Present Value (PV) = m

r = mpoeCo@ANTIKO €mmiTOKIO (10% 13 0.10)
n = XpOvog 1 £€10G

BAétre 317 oTAAN Tou MO TTAVW TTivaka: [a Tov uTtoAoyIouG Tou 1°Y
= 0.909 Me ToOV idIO

€TOUG, 0 TUTTOG EQPAPUOOTNKE WG EEAC: Tr0.10)t

TPpOTTO UTToAOYiovTal Kal Ta AAAa xpovia. [loAAatrAacidlovrag TIg
KAOAPEG TOUEIOKES POEG PE TO TTIPOECOPANTIKO ETTITOKIO, TO ATTOTEAECUA
cival o1 Mapouoeg Aiec. H KaBapr) Mapouoa Aia uttoAoyioTnKe PETA
TNV aQaipecn Tou apxIkou KOOToug £TTEvOUONG, atrd To dBpoloua Twv
TTapoucwv aglwy, yia Ta xpoévia 1-6.

*O pabnrng oev xpeialsrair va utmroAoyilel tnv mapouoa aia piag
VOUIOUATIKIS povadag

o O xpbvog undév gival n oTIyun KaTd TNV oTroia €TTeEVOUETAI TO ApXIKO KOOTOG TOU
eTTEVOUTIKOU £pyou

e 2Tn TTEPITITWON TTOU OivovTal Ta £TN01a KaBapa képon Kai {nreital o
utroAoyiouog tns KaBapn¢ MNapouoacg Aéiag (NPV ), 161 Ba TTpéTTel
va KEPON VA PETATPATIOUV O€ TAPEIOKEG POEG KAl OTN OUVEXEIQ VO
utrohoyioTei N NPV . Ta TN HETOTPOTTA TWV KEPOWV OE TAUEIOKES
poég Ba TTpéTTel va utroAoyideral n eTnoia amréofeon, n omoia Oa mpoorilsrail
ora erijoia kEPAon Kal To aTToTEAECUA Ba €ival Ol ETACIEC TOUEIOKES POEG.

REMEMBER Cash flows = Profits + depreciation
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MAeovekTpaTta (advantages of NPV)

e XpnolyoTtrolei TapelakEG poég (cash flows) kair ox1 képdn (profits).  Apaq,
AauBaveral utTtTdYn O TTPAYMATIKOG XPOVOS KATA TOV OTTOIO TTPAYUATOTTOIOUVTaIl TA
OQEAN TTOU TTPOEPXOVTAIl ATTO TNV ETTEVOUCN

e Avayvwpicel TTAfpwG TN dlaxpovikr agia Tou xpripaTtog (time value of money)

e Autdvel Tnv aia Tng etaipeiag, 6tav n KaBapr lMNapouca Agia civalr BeTIKA
(MeyaAUTEPN TOU PNOEV)

Meiovektiparta (disadvantages of NPV)

e Eival BUoKoAN n ekTiNoN TWV HEAAOVTIKWY TAUEIOKWY POWYV TTou Ba TTpoéABouv
ato Tnv emévouon (difficult to predict future flows)

e Eival duokoAn n katavénon Tng peBddOoU.

e Eival BUOKOAOG 0 UTTOAOYIOHOG TOU KOOTOUG KEQAAQIOU, TO OTTOIO XPEIAZETAI YIa
Tov uttoAoyiouo TnG Kabaprg NMapouoag Agiag.
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FULLY WORKED EXAMPLE

1. Mia emixeipnon €¢etadel £va emevOUTIKO TTPOYPAPUA, TO OTTOIO ATTAITEI APXIK
emmévouon €200.000. To TTePIOUCIAKO QUTO OTOIXEIO €xEl XpOVO atrdofeong 4
XPOvia, Kal n €TMXEipNON XPNOIKOTTOIEI TN PEBOdO OTABEPNG aTTOOREONG VIa TOV
UTTOAOYIONO TWV aTTOORECEWY. TO TTPOEEOPANTIKO €ITOKIO €ival 16% kal n
eNaxiotn amaitouuevn amodoon ecival 10%. Tlio kdtw TrapouacialovTal Ta
AVOUEVOUEVA KEPDN VIO KABE XpOvo, OTTWG €TTIONG KAl N UTTOAEIMUATIKI agia Tou
EVEPYNTIKOU OTOIXEIOU OTO OTTOIO N £TTIXEIPNON Ba £TTEVOUTEL.

Avapevoueva KEpdN €
‘ETOQ 1 80.000
2 80.000
3 40.000
4 20.000
YTroAeIppaTIKn agia oTo TEAOG Tou 4°Y £€TOUG 40.000

Mo kaTtw diveral n MNapouoa Aia P0G VOUICHOTIKAG HOVADAS (UE TTPOEEOPANTIKO
eMTOKIO 16%) yIa TO KABE £T0G.

1 0,862
2 0,743
3 0,641
4 0,552

TéNog ‘EToug

Znueiwon: MNa Tov utmoAoyiopd TG Kabapng MNapouoag Agiag kai Tng Mepiddou
Emaveiomrpagng, Ba xpeiaoTeite TIG €TMO1EG KOBAPEG TAMIOKES POEG, (O1 OTTOiEG BEV
divovtal oTnv doknon). '’ auto, Ba TTPETTEI va JETATPEWETE TA AVAPEVOUEVA KEPDN O€
TaPIOKEG poéG. H dia@opd peTagu Twv duo, ival n eTACIa aTTOOREON.

ZnTteiTtal va:
a) utmrohoyioete T Méon Amodoon (Accounting Rate of Return) Tou

ETTEVOUTIKOU TTPOYPANUATOG

b) utroloyioete Tnv KaBapry Mapouca Agia (Net Present Value) Tou
ETTEVOUTIKOU TTPOYPANUATOG

c) utmroloyioete Tnv lMepiodo Emraveiompagng (Payback Period) Tou
ETTEVOUTIKOU TTPOYPANUATOG.
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AMNANTHZH:

a) Méon Amédoon (Accounting Rate of Return)

Méon at6doon (ARR)
_ Mtoa etioia peAdovtikd kabapd kepdn (Annual Average Profits)
B Apyxikd ko6otog emévdvang (Initial cost of investment)

Méoa etrioia kaBapda képdn = (80.000+80.000+40.000+20.000)/4 = €55.000
ApxIKO k6oToG eTTévduong = €200.000
Méon amodoon = (55.000/200.000) = 0,275 A ARR = 27,5%

H péon amédoon T1ng emévduong (27,5%) civar peyaAltepn NG €AGXIOTNG
armmaitoupevng amodoons (10%) kal eTToPEVWG N €TTEVOUOT YIVETAI ATTODEKTH).

b) Ka@apn MNapouoa Aia (Net Present Value)

MNa Tov uttoAoyioud NG KaBapng Mapouoag Agiag, Ba TTpETTEl va PETATPOATTOUV T
eTNola KEPON O€ €TAOIEG KOBAPEG TAUEIOKEG POEG. A TO OKOTTO auTtd, Ba TTPETTEl va
UTTOAOYIOTEI N €THOIO OTTOCBECN TOU TTAYIOU OTOIXEIOU KAl OTN OUVEXEIQ VA TTPOOTEDET
OTa ETACIA KEPON. ZUVETTWG, O UTTOAOYIOPOG TNG £TACIAG aTTOOREDN, YiveTal WG £ENAG:

Kootog laylov—Ymodeyupatiky A§ia _ 200.000—40.000

- —— - = €40.000
Qecdiun Owcovoukn Zwn 4 ¢ty

EtTAocia AréoBeon =

MpooBéTovTag TNV €TACIO aTTOCREON OTA £TAOIO KEPDN, TO ATTOTEAECUA €ival OI ETHOIEG
TAPEIOKEG POEG, (OTTWG PaivovTal TTIO KATW), TTOU XPNOIKJOTTOIOUVTAl VIO TOV UTTOAOYIOUO
NG Kabapng Mapoucag Agiag kalr oTn ouvéxela oTov uttoAoyiopd g lMepiddou
Emaveiomrpagng kar tou Eowtepikou BaBuou Amoédoong. H uttoAeiyuarikg agia
Bewpeital TAPEIakr por Kal Ba TTPETTEI va An@Bei uttdywn (OTTWG QAiVETAI OTOV TTIO KATW
Mivaka)
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Xpoévog KaBapég Tapelakég Poég 16% * Mapouoa Aia
Time Net Cash Flows Present Value
0 (200.000) 1 (200.000)
1 120.000 0,862 103.440
2 120.000 0,743 89.160
3 80.000 0,641 51.280
4 60.000 0,552 33.120
4 40.000 0,552 22.080
KAGAPH MAPOYZA AZIA (Net Present Value-NPV) 99.080

*Present Value Table

c) Mepiodog Emraveiompagng (Payback Period)

O1 KaBapég Tapeiakég Poég Ba xpnoiyotroinBoulv yia Tov uttoAoyiopo tng MNepidédou
Emaveiomrpagng. Maparnpoupe, atrd Ta Mo TTavw oToIxEia, 011 o KaBapég Tauelakég
Poég Tou 1°Y xpdévou (120.000 gupw) dev KOAUTITOUV TO QPXIKO KOOTOG €TTEVOUONG
(200.000 cupw). Apa, Ba xpelacTtouv TTPOcBeTeG 80.000 eupw, TTOU Ba KAAUPTOUV aTTO
TIC TOUEIOKEG POEG TOu 2°Y xpovou (€80.000/€120.000 = 0,67 xpodvia ) 0,67 x 12 = 8
MAVEG) .

Katd ouvéTteia, n mepiodog etraveioTpagng sival 1 xpédvog kai 8 piveg.

SUMMARY TABLE

INVESTMENT APPRAISAL TECHNIQUES

} |
/NON@UNTING* /@UNTING **

(PAYBACK] [ NPV |

*Ignore time value of money
**discounts future flows in present terms

***IRR is not covered in this textbook
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Appendix1: Table showing net present value of €1
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9 AZKHZEIZ KE®AAAIOY
REVIEW QUESTIONS

QUESTIONS

1. MNoia givar n avdaykn AgioAdynong Emevduoewv (Investment Appraisal) kai yiati givai
ONUAVTIKA yIia I €TTIXEIPNON TIPIV TTPOXWPENACEI 0TV atrodoxn MIAG ETTEVOUTIKNG
TTPOTAONG;

2. Na e&nynoete 1™ Olo@opd petatl Tng MeBodou ETtraveiompagng kair g
MeBb6dou Tng Méong Amodoong oav PeBOdOUG yia TNV €TTIAOYA ETTEVOUTIKWV
EPYWV.

3. TMoiog givar o okotmoég TG MeBddou Tng Kabaprg Mapouocag agiag 600 agopd
TNV EKTINNOT TWV ETTEVOUTIKWY KEQAAQiwWV Kal ue BAon auTh Tn PEBodO TTOTE £va
£PYO EYKpiveTal;

4. Na dwoeTe dUO PEIOVEKTAUATA KAl OUO TTAEOVEKTHATA TWV TTIO KATW:

i.  MéBodog TG Méong Atmodoong (Accounting Rate of Return-ARR)

ii. MéBodog Emraveiorpa&ng (Payback Period)
iii. MéBodog Tng Kabaprg Mapouoag Atiag (Net Present Value)
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EXERCISES

1. Olives & Spice is a business and is considering the purchase of a new packing
machine. Two different machines will suit this purpose.

The following information is available for the two machines:

Machine K Machine L
€ €

Purchase price 130.000 140.000
Profits after deducting depreciation

Year 1 40.000 30.000
Year 2 25.000 40.000
Year 3 20.000 50.000
Year 4 15.000 60.000
REQUIRED:

a) Calculate the accounting rate of return (ARR) for both projects
b) State which project should be undertaken and why.

2. Olive Beta is considering the purchase of a new machine. Two different machines
will suit her purpose.

Machine A Machine B
Cost € 210.000 Cost € 180.000

The cash flows are given:

Estimated Cash flows Estimated Cash flows
€ €
Year 1 70.000 70.000
Year 2 80.000 70.000
Year 3 90.000 80.000
Year 4 90.000 80.000

REQUIRED:

a) Calculate the payback periods for both projects
b) State which project should be undertaken and why.
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3. Print express Ltd business has provided the following information regarding the
expected cash flows on a new printing machine.

Year Cash flow
€

0 (90.000)
1 28.400
2 19.500
3 29.000
4 17.000
5 4.000

REQUIRED:
Calculate the exact payback period in years and months.

4. Sandra is considering whether to invest in a new molding machine costing €10.000.
She estimates that the future cash flows to be:

Revenue receipts | Operating payments
€ €
Year 1 4.000 3.000
Year 2 5.000 3.200
Year 3 6.000 3.500
Year 4 7.000 3.800
Year 5 7.500 4.000

Her cost of capital is 10%. All costs are paid and revenues received on the last day
of each year. The following is an extract from the present value tables of €1 at 10%:

10%
Year 1 0,909
Year 2 0,826
Year 3 0,751
Year 4 0,683
Year 5 0,621
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REQUIRED:

a) Calculate the NPV of new molding machine
b) Advise Sandra whether to invest in the new molding machine.

5. Cavallies Ltd are considering a project which has an initial outlay of €50.000. The

annual net receipts for the next five years are estimated to be €15.000 per year.
The cost of capital for Cavallies Ltd is 11%.

The following is an extract from the present value table of €1 at 11%:

11%
Year 1 0,901
Year 2 0,812
Year 3 0,731
Year 4 0,659
Year 5 0,594

REQUIRED:

a) Calculate the NPV of new project
b) Advise Cavallies Ltd whether to undertake the project.
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6. The managers of Acro Ltd are not sure which one of the following projects should be
undertaken. Each will require an initial investment of €68.000. At the end of the
project, there would be a scrap value of €8.000.

The following information is available:

Net Cash flows: YP wWQ XR

€ € €
Year 1 12.000 25.000 18.000
Year 2 10.000 25.000 18.000
Year 3 15.000 25.000 18.000
Year 4 18.000 19.000
Year 5 20.000

» Depreciation is calculated using the straight — line method.

» Assume that cash flows arise at the end of the relevant year when
calculating ARR and that they arise evenly throughout the year when
calculating the payback periods.

» Current cost of capital is 8%.

Extract from the present value table for €1 at 8%:

Year 8%
1 0,926
2 0,857
3 0,794
4 0,735
5 0,681

REQUIRED:
a) Calculate for each project:
i. Payback period
ii.  Accounting rate of return
iii.  Net present value
b) Advise the managers which project should be chosen.
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7. Doros Agapitos is considering whether to purchase a new cutting machine for his
workshop. The machine will cost €12.000 and be used for five years and then
scrapped. The following cash flows relate to the machine:

Revenue receipts Revenue expenditure
€ €
Year 1 8.000 4.000
Year 2 8.500 5.000
Year 3 7.000 4.000
Year 4 5.000 3.000
Year 5 3.000 1.000

The current cost of capital is 10%. All costs are paid and incomes received on
the last day of each financial year.

The following extract is taken from the present value tables for €1:

10%
Year 1 0,909
Year 2 0,826
Year 3 0,751
Year 4 0,683
Year 5 0,621

REQUIRED:

a) Calculate the net present value of purchasing the new machine
b) Advise Doros whether he should invest in the new machine.
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8. The managers of Dracon Ltd wish to purchase a new machine. They will use the
machine for four years. There are three machines that are capable of producing the
quality of goods that is desired. The current cost of capital for Dracon Ltd is 9%.
The following is an extract from the present value tables for €1:

9%

Year 1 0,917
2 0,842

3 0,772

4 0,708

The following information is available for the three machines. All cash flows arise at
the end of the relevant year.

Machine A B C
€ € €
Purchase price 88.000 99.000 115.000
Forecast net cash
flows:
Year 1 44.000 47.000 50.000
2 44.000 47.000 49.000
3 40.000 47.000 48.000
4 40.000 45.000 44.000
REQUIRED:

a) Calculate the NPV of each machine
b) Advise the managers of Dracon Ltd which of the three machines they should
purchase.
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9. Tamasos Tapestry Ltd is looking at three different carpet weaving machines to
replace an old machinery. Their cost of capital is 11 per cent. The following
information is available for the three machines:

Machine W Machine Y Machine Z

Purchase price 20.000 20.000 20.000
Estimated net cash flows:
Year 1 7.000 6.000 4.000

2 7.000 8.200 4.200

3 6.000 10.300 5.100

4 6.000 800 6.000

5 1.500 800 7.000

5 Scrap value of machine 2.000 1.000 500

The following is an extract from the present value tables of €1 at 11%:

11%
Year O 1
Year 1 0,901
Year 2 0,812
Year 3 0,731
Year 4 0,659
Year 5 0,593

REQUIRED:

a) Calculate the exact payback period in years and months for each project
b) Calculate the NPV of each project
c) Advise the managers which machine should be chosen.
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10. Socrates and Son Ltd is considering a new project which will last for five years. It is
estimated that the annual net cash flows of the investment will be €350.000 for the
first year, €220.000 for the second year, €190.000 for the third year, €120.000 for
the fourth year and €100.000 for the fifth year. The project will require a machinery
costing € 700.000 (initial cost of investment), which will be sold for €100.000 at the
end of the project’s life. Depreciation is calculated using the straight line method.
Discount factors at an interest rate of 10% are as follows:

Discount

MEETE factors-10%

1 0,909

0,826

0,751

0,683

gl A~ DN

0,621

REQUIRED:
Calculate the

a) Net Present Value of the project (NPV)
b) Payback Period
c) Accounting Rate of Return (ARR).
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