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Accounting for Inflation - An Bmpirical -Study®*

In recent years, the effect of inflation on business profitability
has come under a great deal of discussion. In the eariy seventies,
prices rose at a much faster rate than they dld for over twenty years,
In Indie, the inflation rete during 1971-75 is about 15 per cent as
compared with a rate of 5.8 per cemt per arrmm in the 1955-70 period.
In such a period of rising prices, it is argued that the financial
statements prepared under the historical cost corwvention have losﬁ their
raelevance, For the past few years, tho accounting profession all over the

world has been debating various approaches to accounting for inflation,

Two different approaches to adjusting foi‘ inflation have besen
suggested, One is to use current values instead of historical cost in
measuring the business incomes, and the second is to adjust historical
cost data for changes in the purchasing power of the monetary unit. In
this paper, we have attempted to restate the earmings adjusted for-

inflation and study its impact on relevant financial ratios,

Design O,f this Study

In this study, the earnings of 57 largest Indian companies have.
been restated for a period of 7 years (1970 to 1976). The restated
earmings represent approximation of those amounts which would have

resulted if the individwal company actually been applying the restatement

*
The author acknouwledges the assistance of Mr. L C Bhandari in computer
WOIkA ' ‘
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technigues proposed by the British Accounting Standard Steering
' Committee's Statemant of Standard Accounting Practice (SSAP) No, 7

entitled "Accounting for Changes in the Purchasing Pover of Monsy.“

Qur sample consists of 54 companies selected from the top {with
respect to total assets) 101 public limited companies in the private
sector for 1976-77, published by The Econcmic Times (4pril 5, 1978,
Pe 6). The selection was based on availability of required financial
data for the period 1969 tc 1976. Surprisingly, not 2 single company
from the Cement industry was included in the sample. ‘ This being an
important industry, we selected three companies from Cement industry
on the basis of their assets size, arnd included them in our sample,

Thus our sample consists of 57 companies,

The data usc;d in this study are taken from the Bombey Stock
Exchange Directory for the period 1968 tﬁmugh 1976, For restating
earmngs, we have used Consumer Price Index (CPI) because the share-
holders who are wltimate recipients of the earmings, as individals,
are more interested in the consumer prices rather than wholesale prices.
In U.K., SSAP No. 7 also recommerds Reteil Price Index (RPI) in
preference to other available indices. The price data collected from

the RBI Bulletin are exhibited in Tebie 1,

In our earijer article®*, we indicated that general price-lavel

adjusted income statements differ in essemtialiy four importapt respects

*The detailed procedurs of adjusting the earmings is outlined in our
earlier article "Impact of Inflation Accournting on Corporate Profits"
by Dr., Rémesh Gupta and L C Bhandari, Workirg Paper MNo. 235 of the
Indian Institute of Mammgement, Ahmedsbad. .



from conventional income statements.

1. Depreciastion: The depreciation amount in the historical cost
statemen?is recorded on the basis of the purchase cost of the asset,
For most companies, depreciable assets are typically acquired many
years before the period being reported on, with price levels haying

increased substantially since acquisition.

To restate depreciation, first we determine the average of a
comparny's depreciable assets. This would he equal to its average life
multiplied by the fraction of life which has already expired, The
average 1ife of the asget can be determined by dividing the total costs
of depreciable assets by the depreciation charge for the year, The
frac‘oion expired can be ostimated by dividing the accumilated deprecia-
tipn by the total cost of the depreciable asset, The multiple of the
two gives us the average age of the company's fixed agsets. We have
computed éuch average age for cach compeny using our initial year (1968)
data, By substracti;lg this age from the year 1968, ‘the acquisition
date was estimated, The CPI index on this date im relation to the 1968
index then was used as the basis for restatement of 1968 depreciation

charge, From 1969 onwards, the restatement of depreciation is being

done as follows:

First, we split the corvention (historic cost) depreciation
charges for the year into two parts, onc related to the remaining old
assets and the second part is the depreciation provided on newly acquired

asgets during the yecar., To determine the fraction of last year's agssets
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which are atill being held, first we caloulate the fraction wiich is
beaing disposed of, This can be estimated by first calculating a sum
which is equal té the accunﬁalated depreciation in previous year plus

the depreciation charges for this year minus the aocunrﬁlé.‘ted deprecia-
tion at the end of this ysar, and then dividing this sum by last year's
eccumlated depreciation, The rationzle ié, that under the straight

line method of depreciation, when an cssct is diéposed of,., we write
off the samc proportion of accummlatoed deprociation which the cost of
disposed of asschts bears to the gross block., Ornce we lowow the fraction
of the total assets whith is being dispo.sed of, the balance would be the

ramaining part of last year's asscbs which & company is gbill holding.

To rostatc the depreciation on remainming old assets, we take last
year's provortiomate restated dopreciatiorn, (up to last year) rdlated
to the romaining old assets ard multiply it by the conversion factor of
this year's price ixidex to the last year's price index. Depreciation
on newly acquired assets during this year is rcestated by means of
average anmial price index to the end of the year index. The sum of

two woudld givé us the restated depreeiation.

2., Adjustment for Cost of Goods Sold: With rising prices, cost

of goods sold on a price-level adjusted basis will be higher than that
reported in comvertional inpome statements, How much higher depends in
large part on the cost flow assumption - FIFO, LIFO, etc. - used. The
inflation effect will, of course, be groater for firmg on & FIFO basis.

Under this method, mdost recent purchasea are assumed to remain in year-end
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irventory, while earlier purchases constitube the cost of sales, The

'bmcedurc we followed in restating cost of goods sold was as follows:

First, wo calculatc_-}d the age of goods in year-end inventory by
determining the mumber of deys purchases comtainced therein, This
inventory then was restated in current rupee terms from the rupce of
purchase date, This closing inventory restated, let us say for the
year 1969, becomes beginnming inventory in 1970 stated in 1969 rupce.
To ecalculate the restatod cost of sales for 19(70; first we have to
restate the beginning invemtory (i.e., the closing inventory of 1969
restated in 1969 rupee terms) in 1970-cnd rupee terms adjusting it for
one year price changc. The purchascs made during the year can be
converted into cnd-rupec terms by using average price index assuming
that the purchases arc spread fairly evenly throughout the year. The
purchases for this year is equal to closing inventory plus cost of
goods 80ld minus bégirming inventory., The closing invemtory plus cost
of goods sold mimus beginning inventory, The closing invcntory for
1970 can be restated again by first finding thc average age (i.c., the
rumber of days purchoscs contained therein) and comverting it into
curremt pupce terms. Thus, beginming inventory, purchases and ending
inventory arc all restated in terms of current purchasing power, And

thus the restated cost of goods =0ld can easily be deteormined.

3. (ain or Loss on Monctary Items: Holding cash or other monetary

itoms during inflation results in the loss of purchasing power, while

being in a debtor position results in the geins of purchasing power,



'Ihe general price lovel gain or loss which arises from holding net
monctary items during inflation is included in the restated profits

but are not recognized in comventional profits,

The procedurc é.dopted in this study for measuring the purchasing
power gain or loss on each company's net monetary position for each
year was as follows. On previous year!s nct monetary liabilities
(or assects), we compute gain (or loss) based on the price increase
during the year. On any increase or decrease in the balance of net
monctary items over the previous year, the gain or loss is computed

using average price index in relation to the end-year price index:

he Adjusting Other Reverue and Expense Items: The revenue and

expense items other than depreciation amd cost of goods sold are recog-
nized. in the accounts at approxima.tely the same time that the receipt
and experditure occurred, If these itcms are spread fairly evenly
throughout the year and the price level changed at a constant rate
during the yeaf, then it can be assuwaed that the receipts and expendi-
tures all occurred when the average general price-level for the year was
in effect, The conversion factor for such itams are based upon the

average index for the ycar in relation to the year-end index.

Bopirical Results
Using the procedure described above, we calculated the restated

profits before tax (restated PBT), To study the effect of various

inflation rates, the total period (January 1970 to December 1976) was
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broken into three periods: i) low inflation period (Jamary 1970 to
December 1972) -~ the rate varying from 1 to 8 per cent, ii) high
inflation period (Jamary 1973 to June 1975) - the rate being 9 per cemnt
and above; and iii) deflation period (July 1975 to December 1976 ) -

the emergency poeriod during which there was a mgatj.ve rate of inflation
(see Table 1), For every company the percentage change in PBT for each
period has been reported in Table 2, The percentage change in PBT due

to restatement was computed by taking the average of company's PBT over
the study period a_nd then expressing the differcnces between restated
é.nd conventional PBT as a percentage of conventional PBI. Figures in
Teble 2 indicate that there is a considersble variation between compamnies
in the effects of inflation on earnmings. Some companies showed positive .

gains while most of them showed losses.

An analysis of the percentage chax}ge in earmnings for various period
is provided in Table 3, This shows thal, over 7 yecars study périod,
whilst 50 companics (88 per cent of the ga.mple) have lower restated
garnings, 7 companies have higher rcstatcd carningss The average 1oss
in PBT was about 32,5 per cent, thc median loss 27 per cemb. The
largest gain accrucd to ﬁatna.kar Shipping Company (48,7 per cemt); while

India Cements! earnmings declined by a maximum porcentage of 243.6.

During low inflation period, the average decline in PBT was 21 per
cant, the median decline 18 per cent, The hichest loss was recorded by
Hindustan Motors Limited mainly due to high depreciation charges. The

depreciation charges for this period was increased by 58 per cent
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¥ adjust for iﬁflation. Tho large adjustment on account of depreciation
;{applied to low PBT during this period (a_verage PBT Rs 44 lakhs) resulted
1n a high percentage loss, The muber of companies whoSe earmings declined
.during this period is 46 (81 per cent of the sample). Eleven companiecs

‘showed gain, The Coromandel Fertilizer was the highest gainer.

During h_igh inflation period, the average and median loss.ms about
-the same, i.es, 27 por camt, The number of companies showed gaing
increased to 14 (25 per cenmt of the sample). Five companies showed a gain
of above 50 per cent, The gezin accrued meinly due to large monefary gains
on their not monetary liabilities due to high inflation rate, Three of
thgse companilos are Utilities and two are in Shipping industry. 411 five
c-ompanies had very high debt equity ratios which rcsulted in large mono-
tary gains (sec Table 2 and 7). The companies are fata Power Company,
Bombay Suburban Electric Supply Company, Andhre ,Valley\ Powef Supply
Corpany, The Great Bastern Shipping Company and Ratnokar Shipping Company.
The maximum loser is again Hindustan Motors (202 per cent decline)
mainly due tol high depreciation adjustment (85 pcr cent of conventional -,
depreciation) in rcelation to its comp;e,ra‘.tivoly low average PBT (131 lakhs)

during this period,

During déﬂ_ation, the average percentage decline in earmings has
been the largest (67.3 per cent) contributod meinly by deprcciation
(4646 per cent) and the purchasing powcr loss on monctary items (36.7
per cemt)., Only one company shoved ircreased earnings., Iineteen

compardies showed lossaes excecding 100 per cerﬂ:. The restated depreciation
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charges during deflation have been 193 ner cemt of the conventional
depreciation, On surface, it may look absurd to have increased
depreciatioh charges duc to price-level adjustmert in & period of
doflation, But it is not. From the previous period of high inflation,
there exists a sizable delayed negative impact on the price-lavel’
adjusted depreciation charge in this period, During deflation, such
loss was added by purchasing powar loss on net monctary items (36.7
per cent loss as comparcd to 66,7 per cent gain in high inflation
period). 'The heaviest losers had been those companies which had high

debt equity ratioc (i.e,, Utilities, etc.).

Relative Importance of Adjustment Items

Table 5 shows the rclative importance of the 1) depreciation
adjustment, 2) cost of seles adjustment, 3) gain or loss on monctary
itens, and 4) ail other profit and loss accourt items in cavsing the
rostated carnings to be different from thet for historical earmings,
The table shows the mumber of comparies for which item is most
important factor (Rank 1), sccond most important (Rank 2), etc., for
various periods. For examplc, for total study period (1970-76 study
period) deprociation was tho rost important item for 36 out of 57
comparies, and the secord most important item (i.e,, Rark 2) for 15
companies, During high inflation period the gain on monetary items
became the most important item (for 33 out of ‘57 companics). Cost of
goods sold adjustment hald first rank (i.e., the most importent item)

for 15 compandes as compared to deproeciation for 9 companies.
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Uncovered Dividends

Table 6 indicates that dividend coverage falls sharply if price-
level adjustmernt are made to convenmtionzl earmings, The overall coverage
for all the companies included in the samplc was 1,12 using adjust
profits data as compared to 2,68 based on comventional profits, During
deflation, the profits available after paying taxes and prefarred
dividends to shareholders have been negative (meinly due to large
purchasing powar loss on net monetary liabilities as compeired to gain
in inflation periods) still dividends were distributed (the average
dividend coverage based on restated earnings was -0,67). For the period
1970-76, if profite arev measurcd on corwentional basis, only 3 companies
‘had distributed dividends exceeding the earnings available for distri-
bution to shareholders. If profits were adjusted for price-level
changes, the mumber of such companies distributing dividend more than the
eaz;nings availablec to shareholders would have been 28 (almost 50 per cent
of the sample). In fect, during the period 1970-76, 14 coupanies paid
dividends eve.ﬁ though the rcstated earnings available for distribution
to the shareholders were negative, 1If our corcept of maintenance of
capital is that of maintaining the purchasing power of capital rather than
just maintaining the nominal capital, then these companies (28 in number)

have been paying dividends out of their capital.,

Tax Burden
On an average for the period 1970-76, the companies have paid 42

_per cemt of their PBT as taxes. Using restated earnings, the effective
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tax burden in real terms was €2 per cent. During this period, l‘l‘l
companies (19 per cent of the sample) had paid more taxes than their
\_,_res‘ba'bled profits, In addition, thrée comparies, though their restated

profits were negetive, had paid the taxes (sce Tahles 6 and 7).

Implications

It is difficult to gencralize the effects of various inflation
rates on price-level adjusted profits. The nature of the income
statement and the cumulative effect of inflation over time tend to
magnify the effects of inflation on reported profits. The effect would
depond upon a) the rate of change in the price-level this year ralative
to changes in earlier years, b) the estimated service life of fixed
assets, and c) the capital structure, There arc two major offsotting
forceé at wrk: higher depreciation axpenses and gain on the nct
monctary liabilities. The depreciation adjustment reflects the cumla-
tive effect of past price changes; whilst the gain on nét monctary
liabilities depends on this yeer's inflation and the portion of assets

financed by the debt,

In restating profits during inflation period, the high depreciation
charges largely got offset by pﬁrchasing power gain on net mpnetary -
liabilities, In deflation period, not only the restated depreciation
remains high as compared to conventional depreciation (due to vcumulative
effect of past pric‘e changes); the loss gets compounded by purchasing

power loss on net monctary liabilities, Moreover, the gain or loss
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from being in a net monetery liabilities pesition, although real, dees
rbt producbe a current flow of cash, Thia has resulted in a lively debate 1
inflation accounting on whether to includs the monctary gains in restated
profits., During inflation, rocognition of mﬁetal*y- gains in adjusted
profits may cnable a company to show adjusted profits even though its

cash position is deteriorating,

Conclusion

We conclude by saying that no broad generalization about the impact
of inflation on business profitability is possible, ycot it camot be
ignored, The general price-lovel accounting puts all oompanieé on a
compareable basis in unit~of-account terms and thus, helps the imberested
parties toevelnabe the corporate profits and its growth in compareble

urmts and in real terms.
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Table 1

© Consumer Price Indices*
(Base 1960 = 100)

Percentage Change over Preceding One Year

Year March
1970 5.29
1971 2479
1972 5443
1973 11,34
1974 27,31
1975 16,73
-10.90

June September December
3.93 5,03 5,08
1.08 426 48l
749 6.12 7.69
15.92 19.23 23.81
29.18 34.68 25,38
9.01 a9 ~6,13
-11.28 -5.33 0

The seven years (1970 to 1976) period has been diwided into following
sub~periods based on the rate of inflation,

% Inflation Rate ~=

Period _
Max. Min, Average

1. To'b&l Sbudy

Period 7 yrs. Jan, 70 - Dec. 76  34.68 -11,28 8,13
2. low Inflation

PeriOd . 3 yrs- Ja-n.c 70 - ]bC. 72 ’ 7-69 1008 5086
3, High Inflation o

Period 24 yrs. Jan, 73 - June 75  34.68 9,01 19,53
4« Daflation

‘Period 14 yrs.  July 75 - Dec. 76  -1128 wlad9 =4

*S_::urc e: HRBI Bulletins,
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Table 2

Estimated Effects of Inflation

Bxpressed as Percembage Chanhge in Earnings

Company gg:;%d Iﬁztion InHﬂlilion Deﬁﬁig’?
: Period Period
I II I1I Iv
1. The Tata Power Co Ltd 13.6 9.6 63.0 ~89.6
2. Bombay Suburban Electric Supply
Co. Ltd. 4249 16.4 160.0 -164.7
3. Calcutta Electric Supply Co Itd =93.0 R,5 21,5 -217,8
4e The Ahmedabad Ele ctricity Co Ltd -=19.9 ~-14.0 0.5 -139.8
5. The &ndhra Valley Power Supply
Co Ltd 13.7 6.8 68.0 -90.3
6. The Scindia Steam Navigation Co 11,1 ~13.6 . 28,4 -213.8
7. The Great Eastern Shipping Co. 8.4 34 78.2 -99.5
8, -~ India Steamship Co Ltd -37.0 =43¢5 - 5 -143.,0
9. Ratnakar Shipping Co Ltd B 84T 2611 -2316.6"
10, Chowgule Steamships Ltd -34.0 ~20.1 11.9 ~255.6
-11. Dempo Steamships Ltd ' -1.8 33.7 35.4 ~241,5
12+ The India Cements Ltd -243.,6 -25.,8 - =531 -226,5
13. Shree Digvijay Cement Co Ltd -60.5 -33.9 ~Theals -81.1
14a O_Ifj.ssai Cements Ltd ~41.1 =20.4 =103.7 -3R.,0
15, Shri Ambica Mills Itd 2192 =43.5 ~65.0 4049
16, Tizg Mafatlal Fine Spg & Mfg Co. -50.6  -28,6 -56,0 ~66.5
L o -
17. Kesoram Industries & Cotton
. Mills Ltd =75.3 -119,0 ~bbre 5 -251.2
18, Jiyajeerao Cotton Mills Co Ltd -58,6 -37.8 -8 6 ~40.0
19, Hindustan Spg. & Wvg, Mills Ltd -88.4 -62,4 =72.7 -473.3
20. Delhi Cloth & General Mills - |
Co Itd -€1.0 -23,0 =7R.7 -405.,0
21, The Centwry Sg & Mfg. O Ltd  -29.0  -28.3  -31.0 _27.5 |

 #Thig is abmma.uy h:l.gh percertage due to extreme‘ly Tow PBT (Bs 14 lalchs)
during this period, -
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Company I II II1 v
- 22, The Ahmedabad Mfg & Calico
Printing Co Ltd ~59.7 ~46,5 -13.3 ~60442
23, The Bombay Dyeing & Mfg, Co Ltd -76.1 -87.5 ~78.0 -6b.4,
24, Baroda Rayon Corporation ~33.4  -=37.6 18,2 -2061.7*
. 25, J K Symthetics Ltd -11.6 -3 7.1 -23.8
| 26, The Gwalior Rayon Silk Mfg
(Wvg) Co Ltd ~26.7 -23,8 -28,8 25,2
27, Nirlon Synthetic Fibres &

: Chemicals Itd -36.8 -18.0 -52.5 -39.6
28, The Rirla Jute Mfg, Co Ltd -52,7 41,2 -51.5 ~84.3
29, The Titaghur Paper Mills Co Ltd -57.2 -151,8 =4R.7 -54.0
30, Orient Paper Mills Ltd -30.4 -20,3 -32,0 =45,1
31, Ballarpur Industries Ltd ~11.4 -10.6 =5.7 -33.7
2. Seshasayee Paper & Boards Itd  -~17.3 o1 -13.5 -4p.5
33. Siemens India Ltd -8.0 7.0 =142 -12,7
3Le Crompton Greaves Ltd 2l -15.9 ~-36.5 845
35, Philips Inmdia Ltd ~1446 -3.8 -30.9 -11.8
36, Hindustan Motors Ltd 222.9  -258.5  -20R.1  -230.1
37. Tatia Engineering & Locomotive

Co Itd - ,_ ~98.7 -60,5 ~102.1 ~166,2
38, Larsen & Toubro Ltd ~10.7 =545 -8.9 =174
39, Kirloskar 0il Engines Ltd -33.6 ~23.1 ~44.0 -23,1
40. Mahindra Ugine Steel Co Ltd -6.6 6.5 -19,0 -5.9
41, Mukand Iron & Steel Co Ltd ~24.,0 -8.5 -21,5 -133.5
42, The Metal Box Co of Imdia Itd  -60.7  =25,1 ~40.0 17.1
43, Guest Keen Williams Ltd 26,4 -13.9 -39.7 -30.8
e Hindusten Auminium Co Ltd -131,0 ~18.4 -86.9 -143.6
45. Tata Irem & Steel Co Itd 1345 ~97.0  -118.9  =304.1
46, Indian-Aluminmium Co Itd -23.5 ~7.9 ~10.6 -45.6
47. Qajarat State Fertilizers Ltd T 18.4 12.2 248
48. Irﬂia.n Explosives Ltd -8.4 15.3 24,8 -35.3

#This is abnormslly high percemtage dve to extremely low PBT (a. loss

Rs 5 lakhs) during this pern.od.

of
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ITC Limited

"72 -2

Company I I IIT v
49. Coromandel Fertilizers Ltd -8.6 £3.7 -5 -26.7
50« Urdon Carbide Indie Itd ~16.3 ~7.5 =15.3 ~27.8
' 51. The National Organic Chemicals -
Ltd : 1547 4045 20.6 ~30.6
52, Tata Chemicals Ltd =172 ~-16.3 -5.6 -43.0
53. GQlaxo Laboratories Ltd -20.0  -10.7 ~40.,0 -1.5
544 A&tul Products Lid -3R,1 -35.4 -23.8 -35.9
55. The Tata Oil Mills Co Ltd 27,0 -10.2 26,8 64,7
56, Hindustan Lever Ltd ~-19,9 -15,8 -50,8 ~ 7.2
57, -39.8  -20.2 ' ~10.2
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Table 3
Percentage e in ingg#

(Figares indicate mmber of Compardes)

Low High

Total R . Deflation
it Inflation Inflation .
Period Period Period Period
I IT 7T _ v
Decrease
Above 100 4 3 A 19
51 to 100 13 6 13 9
31 to 50 9 8 10 12
21 to 30 8 '8 4 8
171 to 20° 1 12 5 A
0 to 10 5 5 _9 4t _7 4 _4 56
Increase
0 to 10 2 3 o 1
11 to 20 3 5 3 ¢
21 to 30 0 1 4 0]
31 to 50 2 2 P 4]
Above 51 __Q 7 0 11 5 _14 0 1
Total Number of 57 57 57 57

Compardes

*B:preased as a percentage of historical reported profits before tax,
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Table 4

Pércentgg:e Change in FBarnings due to Genersl
Price-Level Adjustments

Total ILow Inflation High Inflation Deflation

Pericd Period Period _ Period

I I IIT W
Maximum Ioss ~244, 259 ~202 =2317#
Highést Cain + 1.9 _ + A - +261 + 9
l'..A:verag‘e Inss - 33 ... 21 - 27 - (a14
Median Loss ~ 27 - 18 -27 -4

#This i3 abnommally high figure due to extremely low PBT for a company,
which resulted in a high percentage. '



Table

Relative Importance of Items
(Figures Indicate NMumber of Companies)
(Total No. of Companies 57)

Depro- Cost of Monetary  4l1 Other
ciation Goods Sold Ttems Ttems
I Tot iod
Rark 1 36 7 14 0
2 15 13 - 29 0
3 6 34 13 4
A 0 3 1 53
IT Iow Inflation Period
' Rank 1 33 5 19 0
2 17 16 24 0
-3 7 33 10 7
L .0 3 4 50
IITI High Inflation Period ‘
Rarik 1 9 15 33 0
2 28 13 1'§ 0
3 20 26 7 A
L 0 3 1 53
IV Deflation Period
- Rank 1 R 7 | 18 1
2 .15 22 ' 19 1
3 | 22 17 9
4 1 6 '3 46
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Table 6
Summery of Restated Financial Data

(Weighted average of all Companies)

Total  Low Inflation High Inflation Deflation
Period Period Period Period

1 T IIT v

[

1. (a) Percentage Change in :
PBT due to restaetement -32,5 -20.9 -26.6 -67.3

(b) Percentage change
adjustwent due to

i) depreciation -43.1 -30.9 ~51.4 YN
ii) Cost of goods
soid —19.1 =11 03 "4900 2308
- iii) Monebary Gains 27.6 19.1 66.7 -36.7

iv) A1l other items 2.1 R 71 -7.8

24 Ad;jiusted Depreciation as 18442 155.0 204 et 198.2
Percentage of historic

~ depreciation
3. Debt/Ryuity Ratio W55 .63 «53 .53
4s Tax/PBT : 42 38 oAby W45
‘5, Tax/Restated PBT 2 B .60 1,38

6, Dividend Coverage
{ Barnings availahle to
- shareholders divided by
dividend amount ) 2 .68 R.48 2,95 ' 2,54

‘7. Dividend coverage based on .
~ restated earmings 1.12 1.61 - 1,51 . =067




Table 7

Some Important Financial Indicators

( Averages over the period 1970-76)

Days! A
4djuste? purchase
% Chenge DoPrecie- fg :::ge contained Debt/ Tax/ Jg?t/wbe o Berning/ -ﬁdjﬂﬂ'g;f o
Company in Profit tion a8. % 1ire :.-?N‘zilﬁe;o Bquity PBT ‘Dividend mmvmmm 3
before e . enuory
Tax (PBT) hJ._S‘bor':.w _ held :
1 deprgclat:.on 3 4 5 6 " 8 9
1. Tata Power Co Ltd 13.6 218 12,1 27 1.57 .58 .51 1.55 3.12
24 Bomb:g Suburban Electric Supply 2.9 183 ™ » ) y ' i
- Co I . . 22 «33 W23 2.03 3.
3, Calcutta Electric Supply Co Itd -93,0 2.8 13,2 18 .88 .31 L.68 1.59 -.90
Lo The dhmedabad Electricity Co Ltd -19,9 227 12.8 30 1.50 .55 69 1.27 1
5. The ﬁgdhra Valley Power Supply 137 220 12 4 6 . ‘
CO L 3. -‘4 27 2019 - 05 10. .
6. The Scindia Steam Navigation Co Ltd -11,1 173 6.6 35 37 .20 .E‘.g 3,'?3
7. The Great Fastern Shipping Co Ltd 8.4 140 he? . 9 1.37 .03 .02 3,70
8, India Steamship Co Itd -37.0 199 10.2 52 1.66 .07 11 9.33
9, Ratnekar Shipping Co Ltd 8.7 144, 5e4 18 2.43 .00 ,00. 3,45
10, Chowgule Sheamships Ltd =34.0 136 5.7 35 Tohd .02 .03 491
11. Dempo Steamships Ltd -1.8 138 Lel 15 .26 .00 .00 9,89 -
12, The India Cements Ltd -243.6 175 8.0 85 .80 .08 -,05 N
13. Saree Divgijay Cement Co ILtd -5 234 12,0 51 AV W2 1,07 2,10
14, Origsa Cements Itd ~41.1 254 13.4 78 208 .56 7,95 2,32 -
15, Shri Ambica Mills Lid -49,2 204 9.0 58 A0 W51 1,00 o5k -
16. The Mafotlal Fine Spg & Mfg Co Ltd -50.6 165 6.7 55 «55 L2 .84 2,28
17. Kesoram Industries & Cotton Mills .
Itd ~7543 212 . 11.3 54 A8 .08 o 31 3.21 ~ e
18, Jiyajeerao Cotton Mills Co Ltd -58,6 207 1047 48 19 W51 1,22 2,76 ~e68:
19, Hindustan Spg. & Wvg. Mills Co Ltd -8.4 188 12.8 68 W36 W50 4429 170 7 =144
204 Delhi Cloth & General Mills Co Ltd ~-61,0 181 T3 53 55 W40 1,03 2.79 ~e19
21. The Century Spg & Mfg., Co Ltd -29.0 259 124 56 A3 .56 79 2,96 W97
22, The n:,.{iahmec‘;aba.d.bl‘ciifg. & Calico - ; . : o 5
Printing Co L -59.7 192 % 7 97 W13 3R 1.98 1
23, The Bombay Dyeing & Mfg, Co Ltd ~7641 243 13,2 68 65 .36 .48 2:13 -:48
24. Baroda Ra.yon Corporation ‘33-11— 190 905 74 047 344 .66 2.22 .81
25. J K Symthetics Ltd -11,6 146 Al L5 .36 A 5.29 he31




Teble 7. Contd,)

Company 1 2 3 4 5 6 7 8
26, The Gwalior Rayon Silk Mfg, ' .
(Wrg.) Co Lid -26,7 193 8.8 37 23 56 76 4e0R
27. Nirlon Synthetic Fibres &
Chemicals Ltd -36,8 152 5.0 51 2 W46 73 2478
28, The Birla Jute Mfg, Co Ltd -52.7 215 10,0 41 L8 9 1. 3463
29. The Titaghur Paper Mills Co Ltd  <57.2 306 13.2 48 29 .50 1.7 3.01
30, Orient Paper Mills Ltd ~30.4 207 9.6 59 33 W54 T8 4e 91
31, Ballarpur Industries Ltd wonilady 150 8.8 73 26 52 .58 3425
32, Seshasayee Paper & Boards Litd S=Y7.3 154 6.5 71 A5 W34 o4 2455
- 33, Siemens Imdia Ltd ~8,0 165 743 &2 L6159 .65 .88
34, Crompton Greaves Itd 2441 160 5.7 53 L2 49 <6l 2.19
35, Philips India Itd Y VAR 164, 5.9 &2 09 W66 77 2420
36, Himdustan Motors Iitd -222.9 241 ey 93 94 .00 .00 00
37. Tata Bngg, & Locomotive Co Ltd -98.7 173 7.8 78 1e15 W29 22.95 2.16
38._'Iarsen*& Toubro L‘bd —10.7 161 6-0 57 .48 ll{—5 -50 2095
39, Kirlogkar 0il MEagines Ltd -3% 6 166 6,0 23 « 3h W51 .76 Rl
40. Mahindra Ugine Steel Co Ltd ~6.6 12 6.1 98 1.09 .37 40 3.0
41. Mukand Iron & Steel Co Ltd =20 171 6.8 60 43 28,37 3.38
/2. The Metal Box Co of India Ltd -60,7 178 7.9 49 :58 .84 2,13 40
43. Gueat Keen Wiilliams Ltd - *26-4 223 10-8 55 -20 060 082 2040
Ltie Hindustan Aduminivm Co Itd -131.0 190 8.7 63 A . 2402
45. Tata Iron & Stedl Co Itd ~134.5 235 12.6 68 29 W39 -1,13 204
46, Indien Aduminium Co Itd -23.5 176 6,6 117 oS W35 W5 2,06
7. Gujarat. State Fertilizers Ltd 1o 137 5.0 65 96 .33 o 3R 5,12
48, Irdian Explosives Itd -8.4 155 he5 47 e R 13 2,03
49, Coromardel Fertilizers Ltd -8.6 144, 547 77 Ted5 17 .19 491
50, Union Carbide India Itd ~16,3 169 6.8 50 18,56 .67 1493
51, The National Orgamic Chemicals
Ltd 15,7 132 5.8 66 72 .06 .05 he B
52, Taba Chemicals Ltd 17,2 176 8.3 6 25,37 A5 2.52
53. Glaxo laboratories Ltd 20,0 193 9,2 76 09 56 « 69 1.18
54 &tul Products Ltd 32,1 239 11.5 66 43 W4 N 3.57
55. The Tata 041 Mills Co Ltd —27.0 168 7-2 58 -4-4« -54 -74 2-31
56, Hindustan Lever Ltd -19,9 198 9.9 L4 .10 .63 79 1452
Average -32,5 184 8.5

57 55 R 62 2,68




