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CHAPTER |

INTRODUCTION
Financial statement is a process of examining
relationship among financial statement elements and making comparisons with
relevant information.

It is a tool in decision making processes. Financial
statement is defined as the process of identifying financial strength and
weaknesses of

the firm by properly establishing relationship between the items of
the balance sheet and profit and loss account. There are various methods or

techniques that are used in analyzing financial statement, such as comparative

statements, schedule of changes in working capital, common size percentages,
funds analysis, and trend analysis.

Financial analysis of comparative statement
s suitable and complex concept. Doing well may be measured by different
standards.

Financial analysis refers to an assessment of the viability, stability and
profitability of a business, sub-business or project. It is performed by

professionals who prepare reports using comparative statement that make use of
information taken from financial statement, and other reports. There reports are

usually presented to management as one of their bases in making business
decision.

~ Continue or discontinue its main operation or part of its business
~ Make or purchase certain material in the manufacture of its product;

~ Acquire or rent/lease certain machineries and equipment in the production
of its goods;

» Make decisions regarding investing or lending capital;



s

. e O sl T
mUIf\/‘()\/(_fa/g.g,/ﬂG/

L

CONCLUSION;.



