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 Ratio Analysis

Problems:
1) From the following information, Calculate: 1) Total Assets 2) Fixed Assets 3) Current Assets 4) Inventory 5) Debtors 6) Current Liabilities 7) Total Debt and 8) Equity capital 

a) Sales


                 Rs.30,00,000


b) Sales / Total Assets

       

3


c) Sales / Fixed Assets
                  

5


d) Sales / Current Assets
               
7.5


e) Sales Inventories


     
20


f) Sales / Debtors


     
15

 
g) Current Ratio


       
2

 
h) Total Assets / Equity

    
2.5

 
i) Debt / Equity


       
1

2) From the following information, prepare the Balance sheet of X Co. Ltd. for the year ended 31/12/2004 showing the details of working.


a) Paid up capital 


         Rs.50,000


b) Plant & Machinery


      Rs.1,25,000


c) Total Sales p.a. 


      Rs.5,00,000


d) Gross Profit 

           

 25 %


e) Annual Credit Sales      
           80% of Net Sales


f) Current Ratio

    
     
 2


g) Inventory Turnover
                

 4


h) Fixed Assets Turnover
               
 2


i) Sales Return 
                              20% of Sales


j) Ave. Collection Period
                     73 days


k) Bank Credit to Trade Credit Ratio
  
 2

 
l) Cash to inventory Ratio
           

 1:15

 
m) Total Debt to Current Liabilities ratio   
 3

3) From the following information relating to Narayan Ltd. Prepare Trading & P & L A/c for the year ended 31-3-2002.

  A) Gross Profit Ratio 



33.33%

  B) Net Profit Ratio


         
  20%

  C) Stock Turnover Ratio
          
  
5 times

  D) Net Profit / Capital

            

1/5

 
E) Fixed Assets/ Capital

   
5/4

 
F) Fixed Assets

                 Rs.15,00,000

  G) Closing Stock


      Rs.1,10,000

  H) Capital to Total Liabilities 


1/2


I) Fixed assets to total current assets

5/7

4) With the help of following ratios. Prepare a summarised Balance sheet as at 31-3-2000.

 
Working Capital

                   Rs.1,30,000

 
Reserve & Surplus 


         Rs.80,000

 
Bank O. D. 



         Rs.20,000

 
F. Assets/Proprietary Ratio                     
0.75

 
Current Ratio



    
2.5

 
Liquid Ratio




1.5

5) From the following information presented by a firm for the year ended 31-12-2002, prepare the Balance sheet.

 
Annual Sales 

               
      Rs.2,00,000

 
Sales to Net Worth

   
    
     2.5

 
Current Debt to Net Worth 

    
    25%

 
Total Debt to Net worth 

    
    60%

 
Current Ratio

                   
         3.6 times

 
Net Sales to Inventory
                      

4 times

 
Ave. Collection period

          

36 Days

 
(A Year = 360 days)

 
Fixed Assets to Net worth
               
    70%

6) With the help of following ratios regarding Indus Films, draw the Balance sheet of the company for the year 2000.

 
Current Ratio



    
    2.5

 
Liquid Ratio



   
    1.5

 
Net Working Capital

  
      Rs.3,00,000

 
Stock Turnover Ratio
         
   

6 times

 
(Cost of sales/ Closing Stock)

 
Gross Profit Ratio

              
   20%

 
Fixed Assets Turnover Ratio          

2 times

 
(Cost of Sales)

 
Debt Collection Period
          
       
         2 months

 
Fixed Assets to Shareholders net worth    
   0.80

 
Reserve & Surplus to Capital                        
   0.50


Long term Loans


      Rs.1,50,000

7) The following are the ratios to the activities of National Traders Ltd.: -


Debtors Velocity


       3 months


Stock Velocity


       
       8 months


Creditors Velocity


       2 months


Gross Profit Ratio



    25%


 
Gross profit for the year ended 31-12 amounted to Rs.4,00,000. Closing Stock of the year is Rs.10,000 above the opening stock. Bills Receivable amounted to Rs.25,000 & Bills payable Rs.10,000. Find out a) Sales b) S. Debtors c) Closing Stock d) S. Creditors.

8) From the following accounting variables, construct the balance sheet: 


Gross Profit (20% on sales)

         Rs.60,000


Shareholder’s equity


         Rs.50,000


Credit sales to total sales


80%


Total assets turnover



3 times


Stock turnover



8 times


Average collection period


18 days


(A Year = 360 days)


Current ratio




1.6 : 1


Long term to equity



40%

9) From the following information presented by a firm for the year ended 31st Dec, prepare the Balance sheet. 


Sales to net worth



5 times


Current liabilities to net worth


50%


Total debts to net worth


60%


Fixed assets to net worth


60%


Current ratio




2 : 1


Sales to stock



           10 times


Debtor’s velocity



9 times


Annual sales



    Rs.15,00,000


Cash sales



     40% of sales

10) From the following particulars, prepare Trading & P & L A/c & Balance sheet. 


Net current assets


      Rs.1,00,000


Paid up capital


      Rs.3,00,000


Current ratio




1.8 : 1


Liquid ratio




1.35 : 1


Fixed assets to shareholder’s equity

80%


Gross profit ratio



25%


Net profit to paid up capital


20%


Stock turnover ratio



5 times


Ave. age of outstanding customers 
         36.5 days







