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Abstract

Financialperformanceanalysisis based on financial statement. Financial statement is the final product of
accounting process. Fundamentally, financial performance analyiass to ihancial statement analysis
identify financial strength and weaknesses by establishing appropriate relationship tamdiggures of
income statement and balance sh@&ke mainobjective behind this study wa$o assess the financial
performanceof Janapriya Multiple CampuglMC). Besidethis, it also aimedo compare the financial
performance and analyze the financial changes over a period of five years alongawithiregthe cost
recovery rate oMC. This research wasgone withthe help of secondary datntirely gathered fronthe
annualreportand official documentsf the campusThe financial performancmeasured by using various
financialaccounting and statisticedols such as common size financial statement, horizontal trend percent
analysis,profitability ratios, mean and standadgviation.Based on the analysis, internal sources of fund
including reserve and surplus, long term fund and campus development fund contributbam@®%4 of
thetotal liabiltiegtotal assets The highest percentage of permanenitabpnd fixed assts denotéhat the
durable assets and fixed deposit amount were coverdwbgternal sources of fund. Findings haeeip
arrived that the campugas got enough current assttsneet its current liabilitiesThe income statement
showstotal revenuescreased every year at good rate and profit also increased eveexgepithe years

of 2070/71 and 071/72. In average, all profitability ratios are poskheeeover, the analysis of collected
data showed that there is no high fluctuation in the calculated profitabilibs ratid cost recovery rate.
There exist positive relationship between revenue and expenses but the redationsiignificantRevenue
explains 52.3 percent variation of variation in expenses. Howeeeinstitution isfinancially viable and
there is a strong possibility makemoney in long run.
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Introduction

Basicand minimumlevel objective of any organization is to survive at any cost. And thep,can
seek for log term existence in this tougtompetition age. Long term existence is possible only
when the organizations can earn sufficient opegaprofit by using their scarce resourcefi is

not god gifted. Nor ithappes by chance. It has to be managed by each and every atgamniz
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Ultimate goal of profitability can be achieved by efficient use of uess. It is related with
maximizatian of wealth and can be attained through financial performance andiysascial
performance is a subjective measure of how welbeganization uses its resources to generate
revenues. This term is also used as a general neca$a firm's overall finagial health over a
given period of time, and can be used to compétie similar organizationFinancial performance
refers to the act of performing financial activifyinancial performance analysis is the process of
determining the operating and finaric@aracteristics ot firm from accounting and financial
statements. The goalf such analysis is tdetermine the efficiency anderformance of firm’s
managemerds reflected in thénancial records and reports (Bhuridukhuti & Roy, 2011).

Financial performance analysis is necessary for the propeage menof profit which is based on
financial statement of a certain accounting periéidancial statement comprises income statement,
statement of retained earnings, balance sheet and cashtdlitementincome statement is a profit
and loss account that summarizes operation result of an organizatiangiven time period. It
shows whether a concern kiag or losing money (Pillai 88agavathi1998). Statement of retained
earning shows profit retainedter appropriation. The retained profit is the amount taat be
reinvested in an organization. Balance sheet is a financial statdmaeshows financial position of

a concern for a particular point of time. It is a status statematnglasws the fiancial status of any
organizationon a particular dateGupta & Radhaswamy, 1996). Cash flow statement provides
information about inflow and outflow of cash of a firm in at@unting period. It is a part of
financial statement which explaithe changes in cash position from one balestweetdate to
another balance sheet déBangol & Dangol, 2010.

Financial statements are the most important sources of infonmatall the users of accounting
information like lenders, suppliers, government agencigeandial analyst, employees,
organization's management etEmployees can use them to demand for additional salady an
benefits. Lenders use them to make lending decision. Governmentsedlgeusame to formulate
tax policies. The statement acts as a bawignanagement to perform managerial functions like
planning, promotion, decisiomaking research and develogmt etc.(Koirala eal., 2013).

Financial statement analysis is the process of identiffiraqcial strengths and weaknesses of the
firm by edablishing proper relationship among the figuredidncial statemer{Bajracharya et al.,
2014). Financial performance analysis is prepared mainly for deeisiaking purposes. The
information given in the financiastatements is of immense use nraking decisions through
analysis and interpretation of financial stateme@emparative Financial Statement analysis
provides information to assess the direction of changderbusiness. Finaial statements are
presentedon a particular date for a partianlperiod. The balancehset indcates the financial
posttionat the end of an accoumy period andincome statement shows the operating and -non
operating results for a period. But financial managers and topgearent are also interested in
knowing whetlr the business is moving in a favorable or wariavorable direction. For this
purpose, figures of current year have to be cordpasith those of the previous years. In analyzing
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this way, comparative financial statements are prep@rad/ichandran &Subramanian,2016).
Successful investing has no secret formula. A good strategy and aubdsrstanding of the rules

of the game are required to do well in the long run. Simzencial statements are basic tools of
fundamental analysis, it is important to akle to read and analyze them. Financial statements
provide the means to measure the performance of thepasgmand its management
(Bajkowski,1999).

Financial statement analysis is the collective name fotoile and techniques that are intended to
provide relevant information tdecision makers. This analysis enables investors to evaluate past
performance and financial position, and to predict future performdnéemation about past
performance is useful in judging future performance. Trengsstfncome ,earnings, surplus, cash
flow, return on assets etc. proviasis for evaluating the efficiency of an organization and helps in
assessingts prospect(Narayanaswamy2003).Financialanalysis is the process of assessing the
financial position of acompany by analyzing its stability, viability and profitability. Onfetloe
primary objectives of financial analysis is to recognizengba in financial trends, to help measure
the progress made by an enterprise and identify a redhimto draw a log&l conclusion on the
performance of the companyrofitability and financial performance could be defined as a
measurement of the results of a firm’s polices and operations in mptegtans (Sultan, 2014).

The main problem in any organizatiemmakingcorrect estimates for the future which cannot be
done unless data representing changes over a period are sigstiyneaand scientifically analyzed.
Financial analysis is a powerful mechanism which helps tertso the strength and weakness in
the operation and financial position of an enterprise. Financiatsasiad the process of identifying
the financialhealthof the firm by properly establishing relationship between ittens of the
balance sheet antie profit andloss accountTo be more spedd to the problem, the study tries
answer the resedncquestions, what is the order of magnitude of céarig income, expenses,
assetaand liabilities?What arethe major changes in the financial statement items for successive
study perio@ What is theosition of cost recovery ratdhus, the main obgive of ths paper is to
assess the financial performareeJMC. In addition to this, it also aim® tompare the financial
performance and to analyze the financial desnover a period of five yearsdato examine the
cost recovery ratef JIMC. The finding of this paper has to be cautiously and carefully used becau
the analysis is based ordy thelast five years.

Prior to this, studies were limited to manufacturing company, trading storegitdissand
constituent colleges. There is not any study tlaatbeen done on financial performance of public
campus like JMC. Therefore, the study will certainly be mworthy as it will fulfill the lack. This
paper obviously,will help to formulate plarsrd policies regarding revenue maximization and cost

minimizationof JMC. Providing a base for the further studies to reswes on related topic will be

another additional merit of the study.
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Conceptual Framework

Income statement and balance staetvey important repogof any organization in assessing the
overall financial positionas income statement captures the company's operating peniognaand
balance sheet shows its net worth. Financial performance coakkbssed using the following key
meaures which are important to assess the current financial positibopeaformance. These are
descriptive and analytical measures of finahpasition and performance. The formiacludes
current assets, current liabilities, total assets, tetedmuesfotal expenses and net surplésid
analytical measures of financial position and performacweld include profitability mesures.
Thus, researcher would like to study and investigdie financial statements aiMC, its
profitability and performanceThe income statement and balance sheet are the outcome of
accounting process of a certain period of tiim&t provides valuable information to stakeholders
Every firm is mody concerned with its profitability and performance. Hfere the general
purposeof a financial statement is aimed to meet the need of a wide rangersf Mestof the
organizationshave amain objective to maximize their profitsraditionally, the firm performance

is evaluated based on profits, reflected in the income statefmamncial statements analysis
measure performance and profitability @ny firm.Horizontal analysis, vertical analysis, cost recovery

rate, return on assets, return on fixed assets and return on net worth are usesute theafinancial
performance.

The absolute accounting figures reported in the findst@ements does not provide any fruitful
meaning until and unless the figures are compared to edwh. The study is concerned on
financial analysis to evaluate the financial performeane profitability of the campus.he future
plans and policiesof JMC should be laid down in view of the firm's financial strengthd
weakness by properly establishing relasibip between the items dhlancesheet and income
statement. It is only rearrangement of data given in financ&eérsents, and analysis and
discussions are based on the available datar campuscomparison is not possibkecause the

study covers only oneampus

Data and M ethods

JMC, a QAA certiled public campus affiliated t@ribhuven University and National Education
Board, Nepal, was established in 1991A.D with the active inwadve of local community
including social workers, teachers, educationist and soggalnizations having 14 teaching staff, 4
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non teaching staff and 124 dants in proficiency certificate of Management and Humanities
facultiessituated in a centre ofedn and beautiful city of Nepd?okhara. IMC has been offering
plus two level in management, science, education and huesrigBS, BBA, BA, B Ed, B.Sc.
Environment, B.Sc. Microbiology, BMTM of Bachelor level and MBSMaster level along with
126 teaching staff, 42 non teaching staff and 46d@lents.There is no any study about the
financial soundness of this campus. Easgessibility ofdatg less timeconsuming and cost
effectiveness aréhe major responsible factors behind the causesletting the study areal his
paper totally depends upon the secondary sourapgamititative audited data annually published by
JMC ranging from fiscal year069/70 to 073/74The reliability of secosary data has not been
examined but the ethical approval has been taken from JMC to cardeatch work based on the
audited published secondary ddiescriptive and analytical research desigras used to achieve
the research objectives. The collected data have been frdsmna tabulaform Tables related
with common size comparative balance sheet, common size catimpancome statement, cost
recovery rate and returim relation to totalassets net worth and t@al revenueare presented
separately.The data have been analyzed with the helpfimdncial andstatidical tools like
percentageroportions, ratios, mean and standard deviaGotiected data were analyzed through
the use of statistical packages $ocial sciences (version 22) software.

Expenses are made by any organization to increassue and the expenses are based on income
level. Hence, a estimating linear equation of tkgeases and income has been used in the form of
Y= a + bx where, y anhds for expenses, a stands for intercept, b stands forcfltipe line and x
stands for income. A statistical hypothesis for the depgnaled independent variables has been
tested as well. For this purpose, the null hypothegithere is no signiBant relationship between
expenses and revenue/income is formulated anddtests% level of significance. Simple

correlation technique has been used to measure@edrelationship between the two variables.

Result and Discussion

Common size or vertidanalysis is a method of evaluating financial information by esging

each item of a financial statement as a percentdge baseamountfor the same time period.
Common size balance sheet displays both the numeric vablieedative percentage for &dt

assets/total liabilitiesTable 1 showthat the internal fundncluding reserve and surpldsng term

fund and campus development fuocdver major portion of totaliabilities of JIMC The amount of
outstanding expenses in relation to the total liaddi isin secondposition Total assets of JIMC

include fixed assets, fixed deposit, advance, bank balance and clotwiok. 3here is high
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investment inthe fixed assets by the campus which can be taken as a sghitraght future of

earning.

Table 1
Common Sze Comparative Balance Sheet

Particulars 2069/70 2070/71 2071772 2072/73 2073/74
Rs. % Rs. % Rs % Rs. % Rs. %

Capital and

liabilities

Reserve and

surplus 53738368  65.1 50893982 520 37125297 423 43718307  40.6 657,36,738  47.7

Long term

fund 126,23282 153 197,31272 202 20871817 238 25474030 237 27398432 19.8

Campus

development

fund 13,43,991 16 1343991 14 13,43,991 15 13,43,991 13 1343991 09

Account 253,555

payables 03 48,555 0.1 1,16,232 0.1 116,232 01 116232 01

Outstanding

expenses 14584882  17.7 25844296 264 28420088 323 36984577 344 43281001 31.4
Total 8,25,44078 100 97862096 100 87877425 100  1076,37,137 100 1378,76,394 100

Assets

E:igg asselS ;578684 5516 47929175 489 45069743 513 45018244 418 67930853 49.3

deposit 59,63982  7.23 1175292 121 10564786 122 148,66,007 138 14866007 108

Bank

balance 23984989 291 17548568 17.9 7915820 91  157,20535 146 181726707  13.2

Advance 65,26,866 79 2,01,24000 206  237,24000

Closing 270 31449539 292 36474739 265

stock 5,39,357 07 507,371 05 6,03,076 0.7 582,812 05 477,907 04

Total 82,54,4078 100 97862096 100 87877425 100  1076,37,137 100 1378,76,394 100

Source: Annual reportsf JIMC (069/70 — 073/74)

In table 2, ommon size incomestatement shows all income and expenditure in figures and
percentage of expenses on basis of total revenue. dtears that most of the revenue is consumed
by salary and TADA. All other expenses are nominal and thas 10 percenexcept office
operaing expenses of 070/71 in comparison with total revenue. alile depictshat the revenue
cannot coveentire expenses during 070/71 and 071/72 due toihdgease in salary and TADA of
teaching and non teaching staff.

Table 2
Common Sze Comparative Income Satement
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Particulars 069/70 070/71 071/72 072/73 073/74
Rs. % Rs. % Rs. % Rs. % Rs. %
Total revenue 87646332 100 76900639 100 61543303 100 89440064 100 121302680 100

Administrati ve and
oper ating expenses
Salary and TADA 49175133 56.1 58238205 75.73 56929500 9250 60708903 679 75974740  62.63

Electricity, water

and communication 2514634 06 51763 07 424906 0.7 588381 0.7 811112 07

Office operatingexp. 2440039 238 82007® 107 4248709 69 4810653 54 3291365 27

Deprecation 422148 438 5222060 68 4998850 8.1 4718094 53 6935710 5.7

Taxes, charges and

donation 690918 0.8 65126 09 720987 12 417323 05 320844 03

Registration and

exam fee 420398 4.8 4311288 5.6 4813293 7.8 5042574 5.6 5026492 42

Student welfare and

scholarship 2597799 29 1180010 15 1918190 3.1 2535190 2.8 3082976 25

Advertising, sports,

lab materials a nd 924448 11 434064 06 600772 0.9 687556 0.7 794503 07

general meeting

BBA program

expenes 425944 05 884191 13 404996 0.7 2969120 3.3 2717151 22

UGC program

expenses 600387 07 105557 014 251785 04 369260 04 329356 03

Total expenses 65794D9 751 7974508 103.7 75311988 1224 82847054 92.6 99284249 819
0

Surplus (Deficit) 2185163 24.9 (284438 (3.7  (13768685) (22.37) 6593010  7.37 22018431 182

Source: Annual repastof IMC (069/ 70— 073/74)

Horizontal trend percent analysbhows the analysis of financial statement over a series of years.
The percentage isiseful for comparing financial statements of different years as they depict
changes and trends of several headifigge analysis is made after taking tyear 069/70 as the
base year.The horizontal trend percent analysi$ asset and liabilities shovehangs in
performance and highlight the tre(tdble 3) Long term fund, outstanding expenses and advance
given are in increasing trenBut reserve and surplus declined to 95% anoGb the fiscal year
070/71 and 071/72 and startéal increasdhereafter. Figd assets also decreasedha fiscal year
07172 and 072/77 and then there wasnarkable change fro®8% to 149% based on 069/70.
Hence, all assets and liabilities (except campus developmahtand outstanding expenses)ave

in raising trend from théiscal year 071/72.

Table 3
Horizontal Trend Percent Analysis of Assets and Liabilities: Asa % of 069/70 Level
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Source: Annual reportsf IMC (069/70 — 073/74)

Particulars 2069/70 2070/71 2071/72 2072/73 2073/74
Rs. % Rs. % Rs % Rs. % Rs. %

Capital and

liabilities:

Reserve and

surdus 53738368 100 50893982 95 37125297 69 43718307 81 65736738 122

Long term

fund 12623282 100 19731272 156 20871817 165 25474030 202 27398432 217

Campus

development

fund 1343991 100 1343991 1 13,43,991 1 13,43,991 1 1343991 1

Account 45 1,16,232 45 116232 45

payables 253,555 100 48555 19 1,16,232

Outstanding

expenses 14584882 100 25844296 177 28420088 195 36984577 254 43281001 297
Total 8254408 100 9,7862096 119 8,7877425 106 107637137 130 137876394 167

Assets:

Fixed assets 45528884 100 47929175 105 45069743 99 45018244 98 67930853 149

Fixed

deposit 59,63,982 100 117,52,982 197 1,05,64,786 177 1,48,66,007 249 14866007 249

Bank

balance 2,3984989 100 1,7548568 73 7915820 33 15720535 66 18126707 76

Advance 65,26,866 100 2,01,24000 308 2,37,24,000 363 3,14,49 539 482 36474739 559

Closing

stock 539357 100 507371 94 603076 112 582812 108 477907 89

Total 82544078 100 97862096 119 87877425 106 107637137 130 137876394 167

Table4 shows that the total inconaeclined to 8%ercentand 70percentin the fiscal year 070/71
and 2071/72 respéively. Then the revenue begémincreaseSalary and TADA and registration
and exam fee expenses are increasing subsequentlye Qdécating expenses wene rising and
falling order. BBA program expenses hhaih fluctuation during the study period. &ggregate,
total expenditures hagradually increased from 100 percent of fiscal year 2069/70 tpdrséntn

the fiscal year 2073/74. Butdecreased in the year 071/72.

Table 4

Horizontal Trend Percent Analysis of Income Statement asa Per cent of 069/70 Level

Particulars 069/70

070/71

071/72
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Rs. % Rs. % Rs. % Rs. % Rs. %

Total revenue 87646332 100 76900639 88 61543303 70 89440064 102 121302680 138

Administrative and operating expenses

Salary and
TADA 49175133 100 58238205 118 56929500 116 60708903 124 75974740 155

Electricity,
water and
communication
Office operating

514634 100 517623 101 424906 83 588381 114 811112 157

2440039 100 8200,760 336 4248709 174 4810653 197 3291365 135
Deprecation 4221414 100 5222060 4998850 4718094 6935710
Taxes, charges
and donation
Registration and
exam fee
Student welfare
and scholarship

690918 100 651265 94 720987 104 417323 60 320844 46

4203993 100 4311288 103 4813293 114 5042574 120 5026492 120

2597,799 100 1180010 45 1918190 73 2535,190 98 3082976 119

Advertising,

sports, lab

materials and

general meeting 924,448 100 434064 47 600772 65 687556 74 794,503 86
BBA program

expenses 425944 100 884191 206 404996 95 2969120 697 2717151 638
UGC program

expenses 600,387 100 105557 18 251785 42 369260 62 329356 55
Total expenses 65794709 100 79745023 121 75311988 114 82847054 126 99284249 151
Surplus 21851623 100 (2844386) (13) '(51),37,6&68 (63) 6593010 30 22018431 101

Source: Annual reportsf IMC (069/70 — 073/74)

Table 5 shows profitability ratios and cost recovery ratdM€. Return on assets measutée
relationship between surplus generated and assets used twerbse profits. Return on net
worth is an important measurement of an organization. iWwshow efficiently the company uses
net worth to earn positive total revenue. Net surphaggin is bottom line margin that indicates
how well management has been able to convert revenue into earniladplavlor reinvestment.
Cost recovery ratio is the ratof total revenue to total operating expenses and is a main indadator
financial performance. All the ratios were higher in the fiscedry069/70. Thenthese were
dedined in the following two years. After the fiscal year 071/7ke ratiosshowed arnncreasing
trend. The mean ratio of return on to@assets, return on fixed assetsd returron net worth, net
surplus and cost recovery are positive. As the standard deviationssar¢hdn 28, it can be
concluded that there is not high dispersion among the figuretudy periodln other words, low
standard deviation indicates that the ratios are dtoHee expected value.

Table 5

Profitability Ratios and Cost Recovery Rate

Particulars 069/70 070/71 071/72 072/73 073/74 mean SD
Return on totahssets 26.47 (291) (15.67) 6.13 15.97 5.998 14.61
Return on fixed asset 48.00 (5.93) (30.55) 14.65 3241 11.716 27.75
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Return on net worth 32.93 (4.03) (23.74) 953 23.64 7.666 20.10
Net Surp|us ratio 24.93 (3.7 (22.37) 7.37 18.15 4876 16.74
Cost ecovery rate 1.33 0.96 0.82 1.08 122 1.082 0.18

Source: Annual reports of IMC (069/70 — 073/74)

The estimated regression equation is Y,5347,866 + 0.403687>hows thathe estimated fixed
expenses of the campus is Rs. 4,53,27,866 when the incamkteqero and each additional one
rupee of income will cause to increase the expenses duyt &s. 0.40.The correlation between
income and expenses is 0.723238 means that there is perfect positieagkiatbetween them.
The calculated value of P greater than the table valuthe H is accepted andhére is not
significant relationship between income and expen€mefficient of determination {y is 0.523
which indicates that 52.3 percentw@riation in expenses is explained by the incorfridhe campus.

Conclusion

Financial performance analysis is the analysis of sacaad failure of any organization which is
helpful to make plan and to take decision for future sustainabliilite analysis is based on financial
statement. The main objective tfis paper is to assess financial performance in terms of
profitability and cost recoveryor a specified time period of five years. Measuremeht
performances made on the basis of Horizontal analysis, vertical analysisyemusiery rate, return
on assets, return on fixed assets, return on net worthetrgrplus ratio. The study reveals that the
financial performancef the campusis good and is in improvingtagein the latest yeardt has
been maintaining gooduality financial performance and rfber can improve if thecampus
concentrategs managerial skill to minimize cost and maximize total revenue keepingetstivbs

in mind as far as possibl&here is positive relation between income and esgit will be
fruitful to analyze the incme and expenses on the basis of its different cost aadue centre.
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