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Nlu.l: The followmg is the Prof1t and Loss a/ c of Alpha Manufacturlng company

for the year ending 31-3- 2002, h g . :
' \ I i ' | .BS. | | : -,‘_' ; ¢ -‘ : 0 [ Rs- 4 y ’J-'
' To Opening stock i 26,000 | By P 5t 1760,000. o |
To Purchases : 80,000 | ‘By Closmg Stock . | 88,000
'To Production exp‘gnsés . 16,000
To Gross Profit b/d " .. 52,000
198,000 [ cwrii. duvi 1,98,000
To Selling & Distribution Expenses | 4,000 | By Gross Profitb/d .|~ 52,000
To Administrative expenses . 22,800 By Compensation for ‘
To General Expenses : 1,200 .| land acquisition 4,800
To Furniture (cost) TR e , i ;
lost due to fire \ A 1 800 ; ' ‘ ;
To Interest on Debentures 6,000
To Provision for tax : ©4, 8,000
To Net Profit 14,000

Calculate, Gross Profit ratlo, Operatmg proflt ratio, Operating ratlo, Net proflt -

ratio.
(NagarJuna March 1996)

Solution : ' "
Gross Profit | 199 = 52000 100 B 32 5%

i) Gross profit ratio F “Netsales 1,60,000
1) Operating Profit ratio = p%i?ré%lfe’?ﬁ? x 100 = %Q{% X 100 = 15% e

Note : Operatmg Profit = Gross Profit - Operatmg Expenses

= 52,000 - [4 000 + 22 800 +k 200]

= 52,000 - 28, 000 24, 000 . . O_r

IOperatlng Profit = Net Proﬁt + Non- Operatlng Expenses - Non- Operatmg
ncome

14, 000 + (800 + 6 000 + 8,000) - 4, 800
' = 14,000 + 14,800 - 4,800



Ratio Analysis

= 28,800 - '4,800 = Rs.24,000 . .
iii) Operating ratig = (Cost of goods sold + Operating eXpeHSGS) 100

.68 Net sales
1,08,000+4-28,000 1,36 000 |
1,60,000 X 100 = .1_,661.666 x 100 = 85%

. Note : Cost of goods sold = Sales - Gross Profit
1,60,000 - 52,000 = RS 1,08,000 Or 4
(Opemng Stock + Purchases + Wages + Production expenses) - Closing Stock
(26,000 + 80, 000 + 24,000 + 16, 000) - 38,000 = 1,46,000 - 38,000 = Rs.1,08,000
Note : Opelatlng profit ratio and operating ratio comblmngly becomes 100%.

'iv) Net Profit ratio = ﬁ,e’;:l;;fgx 100 = (1000 x 100 = 8.75%




el I11u.2 : The following figures relate to the tradJng act1v1tles of Rav1 RaJa Traders
Ltd., for the year ended 30th June, 2002, . . _ _ .

Sales
Purchases
Opening Stock "
Closing Stock
Sales returns

Selling and Distribution Expenses : =

- Salaries
Advertising
Travelling
Administration expenses :
Salaries

!

. Rs,

520000" |

3,22,250
76,250

| 98,500"- '
20,000

. 15,300
4,700
2,000

27,000



Ratio Analysis l.

Rent , 2’;33
Stationery, Postage etc. 2’300
Depreciation 9, 500
Other charges 2,19 o0%
Provision for taxation 40,
Non-O.pt?rating Incomg : 9,000
- Dividend on shares - 00
Profit on sale of Assets 3,0
Non-O ting Expenses :
perating Exp 4,000

Loss on sale of shares
You are required to

(a) Re-arrange the figures in a form suitable for analysm and
(b) Show separately the following ratios
i) Gross Profit ratio ‘
ii) Operating ratio

(Nagarjuna, March 1995,

Solution : (a) _ _ ‘ _
- Income Statement of Raviraja Traders for the year ended 30-6-2001

Sales e i B o S : o 5,20,000. .
‘_Les's": Returns o, o A 20,000
Net Sales | b A G B " 5,00,000
Less : Cost of goods sold : : :
Opening stock : I 76,250
Add : Purchases - 3,22,250
“8,98,500 " | -

Less : Closing stock 98,500 | * 8,00,00
Gross Profit _ ‘ s : l 2.00 000
Less : Operating expenses : Edy T
Administration expenses :

Salaries 27,000

Rent . 2,700

‘Stationery, Postage | 2,500

- Depreciation : 9,300

Other charges A g 16,500 58,000
Selling, and Dlstrlbutmn expenses : : f

Salaries 15,300

Advertisements 4,700 :

Travelling . i 2,000 22,000 ' 80.00
Operating Profit .~~~ | | 1,20,000
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Add : Nt.m-Operating Income :
Dividends on shares
Profit on sale of assets

Less : Non-Operating Expenses :
Loss on sale of shares -

Profit Before Interest and tax (PBT)
Less: PI‘OVlSlOIl for tax

Proﬁt af_ter tax (PAT)

p

Accounting and Finance

9,000

3,000 12,000

12,000

(b) (i) Gross Profit ratio = Gross Pmﬁt x 100 = 200000 o 100 _ 40%

67

(ii) Operatmg Ratlo

3,00, 000 + 80, 000 °

et §,00,000
(Cost of goods sold + Operatmg expenses)
- Net sales
3,80,000

5,00, 000

100

Note : Provision for tax is treated as current liability then the ratio is = 84%

1,32,000
4,000

1,28,000
40,000

~88,000

INlu.3 : The following are the trasactions of a firm for the year ending 30-6-2002. ‘

Rs.-»l’ 7_.'

| Rs.
Sales '2,60,000 Non-Operating Incomes :
Purchases 1,61,125 | Dividends on shares 4,500
Opening Stock 38,125 | Profit on sale of shares 1,500
Closing Stock 49,250 Non-Operating expenses : :
Sales returns 10,000 Loss on sale of assets 2,000 !
Selling and Distribution Expenses 11,000 | Provision for tax + 20,000
'Operating Expenses 29,000 ‘

. Calculate Gross Proflt. ratio, Net profit ratio, operating ratio, and operatmg proflt
ratio after arranging the above information in a firm suitable for analysis.

Solution :

Income statement for the year ended 30-6-20_62

e f R Re, - | "Rs.
Sales 2,60,000 '
Less : Sales returns 10,000 E
Net sales ! | 2,50,000
Less : Cost of goods sold : T ne
- Purchases 1,61,125 ,
' Add : Opening Stock -~ 38,125
1,99,250
Less : Closing stock 49,250




Ratio Analysis

12013

g * 1,50,000
Gross Profit ; 1,00,000
Less : Operating Expenses : L
Operating Expenses. =~ 29,000
Selling and Distribution expenses 11,000
A, ' f S 40,000
Operating profit, 60,000
Add : Non-Operating Incomes e
Dividends on shares ! - 4,500
Profit on sale of shares ~1,600 - .
i Aot SN 6,000
Ly b At 66,000
Less : Non-Operating Expenses oAV
Loss on sale of assets | 2,000 .
Provision for tax 20,000 .
22,000
Net Profit after tax 44,000
‘ o
a) Gross Profit ratio = Gro(ff SPrgEtx 100 = LO%090 100 _ 40% f
b) Net Profit ratio = %%Lt%@ﬁx 100 = ;;00330 x 100 = 17.6% .
C st of goods sold+operating ex enses)
¢) Operating ratio = (Cost ot g Net salies £220
0,000
=L 502023’530 x 100 = 76% _
& ‘
d) Operatmg Profit ratlo = Q%ﬁl%—sﬁm 100 = 26300330 X 100 = 24%
| Or :

Operating Profit ratio = 100 - Operating Profit = 100 - 76 .= 24% "



1.4 : Calculate (a) Total capital turnover ratlo (b) Working capital turnover
ratio and (c) Fixed assets turnover ratio from the following mformatlon

Balance Sheet as on .....

Liabilities \ Re. Assets ‘ Rs.
Share Capital 1,00,000 Fixed assets . 1,70,000
' 12% Debentures - 80,000 Current assets 1,00,000
- Reserve 20,000 ! e
Current Liabilities 70,000
2,70,000 - | . 2,70,000

N‘et sales during the year Rs,.3,00,_0090

‘Solution : j |
| - Sales - _ 3,00,000 :
(a) Total capital turnover ratio = apital employed ~ 200,000 = 1.5 times

——



90.16 e Accounting and Finauce
Rs.
Capital employed = Share caplta.l 7 . 1,00,003
| ~ Debentures 80,00
; . | ~ Reserves . . 20,000
E . ' e 0 T g 06,000

Fixed assets + Working Capital = Rs.1,70,000 + Rs.30,000 = Rs.2,00,000

(b) Working capital turnoﬁer ratio = = Sr?ée; o ‘
| ] & 3’ 00| 000 . ) "
i il 5 “————30, 000 — 10 tlmgs _

. Working capital = Current assets - Current Liabilities
1,00,000 - 70,000 = 30,000

Ly _ el o~  Netsales = 3
(c) Fixed Assets turnover ratio. = TFixed assets

: 3,00,000 =
2 3,00,000
1,70,000 76 t’lmes.

Illu.5 : Calculate stock turnover ratio in the 'followi‘ng cases.

(i) Cost of goods sold ' 2,00,000
Averagestock ' . ' 40,000

(ii) Sales : 2,20,000
Average stock : - 40,000
Sales returns : ~. 20,000
Gross Profit : ~ 20% on sales

(iii) Opening stock ' o 21,000
Closing stock . 29,000
Purchases - 1,00,000 -
Wages ‘ ' . 10,000

:;S'olution: il ! : 2
i Cost of goods sold _ 200,000 ..
Average stock . 40,000 = O times

(ii) Net sales = Sales - Sales returns
2,20,000 - 20,000 = 2,00,000

Gross Profit = 20% on sales

2,00,000 x 2% = 40,000 7

Cost of goods sold = Sales - Gross profit
2,00,000 - 40,000 = 1,60,000

(i) Sales turnover ratio =

b

Cost of goods Sold
Average stock

Stock turnover ratio =

1, 60, 000
40,000

— 4 times



Ratio Analysis ; ‘ » ' 20.1

(iii) Cost of goods sold = Opening stock + Purchases + Wages Closing stock
Rs.21,000 + 1 ,00, 000 + 10, 000 29,000 = 1,02, 000

~ Average stock = Opening stock + Closmg stock

2 .
21, 000 + 29,000 _ 50,000‘:- 3 i
5 2 2 .
Stock T atio — COst of goods sold _ 102,000 _ 102 _ 4r08times

Ilu.6 : Stock turnover ratio is 2.5 times.  Average stock is Rs.20,000. Calculat_'
cost of goods sold and also sales if profit earned is 25% of cost. - | ;

Solutlon

Cost of goods sold

= 2 5t1mes ven)
Average stock - (gl

Stocii turriover ratio =

It shows that cost.of goods sold is 2. 5 times of average stock, ie., .
" Cost of goods sold = 20, 000 x 2.5 = 50 000
Profit = 25% of cost

5000021203—1{512500 ; s

Sales = Cost of goods sold + Ploﬁt
= 50,000 + 12,500 = Rs. 62 500

.7 : Stock twrnover ratio is 3 times. Cost of goods sold is Rs.1 420,000, Sto
at the beginning is Rs.10,000 more than the stock at the end. Calculate stock in t',_
begmnmg and at the end. \

!

Solution :

.Co_sf of goods sold

Stock turnover ratio = Doadit
Average stock dtimes (given)

It shows that average stock wﬂl be 1 3 rd of cost of goods sold i.e. 0
Average stock = 1,20,000 x 1 3 = 40, 000
 Total stock = 40,000 x 2 = 80,000
Let the stock in the beginning = X
Stock at the end = X - 10,000
Equation = X + X -.10,000 = 80,000
Or 2x = 80,000 +. 10, 000 = 90,000
X = 2000 000 =45, ooo

Stock at the end = 45 000 10, 000 = Rs.35,000

T1lu.8 ; If average stock is Rs.20,000 and closing stock is Rs,
opening stock, Calculate DPﬂnins and closing stock.

Solution : 3,

/

2 000 more than the



( | Accouhting and Finance

Average stock = Rs.20,000 (given)
¢ Total stock = Rs.20,000 x 2 = 40,000
- Let the Opening stock = X
Closing Stock = X + 2,000 )
Equation = X + X + 2,000 = Rs.40,000
2x = 40,000 - 2,000 = 38,000
Opening Stock X = 3899 _ 1945 - |
Closing Stock = 19,000 + 2,000 = Rs.21,000 ‘ .
w9 : éalculaté debtors turnover ratio, if total, sales is Rs.2,50,000‘, cash sales
Rs.70,000, debtors in the beginning is Rs.16,000 and at the end Rs.8,000 more.
Solution : ‘ . | : ! | b
Net Sales = Total Sales'- Cash Sales
Rs.2,50,000 - Rs.70,000 = ‘Rs.1,80,000 -
Debtors in the beginning = Rs.16,000 .
Debtors at the end = 16,000 + 8,000 = Rs.24,000
Ak érage debtors — Opening Debtors ;- Clpsing 'debtlors

162000;-24:000 = Rs-zo,ooo '

Debtors turnover ratio = L8909 = 9 times. -

1u.10 : Total Credit sales = Rs.7,30,000 . |
Debtors = Rs.1,00,000 i
Bills receivable = Rs.72,000 = ¢

Calculate average collection period. ; ,

Solution : : W ‘
Receivables = Debtors + Bills Receivable .
= Rs.1,00,000 + 72,000 = Rs.1,72,000 ¥

Average daily credit sales = L3290 = 2,000
Average collection period = D%%%‘%& ‘

- _:__1-27?03(?0 = 86 days ' _ ; .
lu.11 i Calculate debtors turnover ratio and debtors collection peri B fl"fro‘m ‘thé:
fllowing information. | i o ’

Credit sales of the year B s 9'00?000 ,
Debtors : ' 90'009 -

'Bills receivable -

{ A 7 |

: ik Credit sales _ 9,00,000 _ &4
D_Bbtors turnover ratio = Weceivables /| 150000 6 times :

P b ths in'a year _ 12 _ ‘ 5 _
Debt collection period = Il\jd:bI}:or,s turng = % 5 2 months or .60 days

o
L]
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Altematively :

coount receivablen L 180,600 " o months
Debits collection perlod = A%%Jtun; gﬁgeﬁ’fgﬁ = W- 2 mor Sl

5 Alternatlvely,

s 5 e 1 bles M()'n'ths_ in 'a'yeai' _ 11,50,000x12 __ 9 months .
Debts collection period = Hecelva Cr:dif —=Tos . | 909 ,000




I1Iu.12 : Calculate the current ratio

Current assets : Rs.8,00,000
Current Liabilities : Rs.4,00,000

i~ — 8,00,000 _ o,
Current ratio = 200000 = 2:1

Ilu.13 : Calculate the quick ratio
Current Assets : Rs.8,00,000

Current Liabilities : Rs.4,00,000
Stock : Rs.2,20,000

Solution :
Quick ratio = Current assets - stock

Current Liahilities

= 8,00,000-2,20,000 _ 5,80,000 _ 1 45.1

‘ 4,00,000 ~ 4,00,000
Nlu.14 : The following data has been taken from the balance sheet of three
companies.
Company A Company B Company C
| Cashs | | 20,000 40,000 1,00,000
: 1,60,000 1,60,000 4,00,000
. Sundry Debtors ,60,
: 3,00,000 4,00,000 11,00,000
. Total current assets 100,
k 8,00,000
 Total current liabilities - 1,00 ,000 _1'50'0“0 o
Working"Capiﬁl ’ 2,00,000 2,50,000 3,00,000
A ' short term financial health

! Current Assets
Current ratio = rmirrent Liabilities
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20.21
o ~ Company
Ratio oy B cHE
" . s 11,00,000
(@ - Currentratio 300008 %:%g:-g—gg 0000
Current ratio - NEPTE o | 1.875:1. 0
Current liabilities AN i
. , : 5.00,000
(b) Qulclg tatio . ¥ AL %1%87:3—'8% = %f‘g"gf%g_g X Efo_oifgiﬁ ;'r::'..
Quic SRgots, 81 . o 1882700 0.625:1
Current Tiabilities 4 3 T8, | Lpedt | N

Comments : oA gt 55 i e £
a. Current Ratio : Company C is less liquid. The standard should be 2:1, compan
A and B are more liquid more than required. B -
b. Liquid Ratio : In this case also company C is poor, as it should be in the ra
of 1:1. Company A and B are more liquid than required.




' IMu.15: Comment on the quuidif;y of the following companies.

Company A Company B

B Rs. K Rs.

Cash 180 140
Debtors' _ - 1,420 3,200
Stock , e, - 1,800 N e 5,400
Bills payable _ 1270 _ _ 1,000
Creditors | - 500 4,000
Accrued expenses ' 150 ' 125
Tax payable ' 750 1,000

(Andhra September, 1994)

Solution :
oo oo Current assets
a) Current ratio = mroon i Tiabilities
_ 180+1,42041,800 _ 3,400 _ i
Company A = 5701500+ 150+750 — To7o — 2:.04:1

“ T 14043,2004-5400 . B,T40 _ 4 ok
Company B = 155513,000+125+1,000 = 5125 — 14311

oy e iy Liquid Assets .
b)  Liquid ra }o._ Current Tiabilities
_ . 180+41,420 _ 1,600
Company A = 270+500+1501750 . 1,670 — 0.96:1

e o % 1404-3,200 8340
Company B= 1,000+4,,000-|:125+1,000 = 6125 —0.95:1

g . _ Absolute Liquid assets
¢) Absolute liquid ratio = = e iTites
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Company A = {88 = 0.11:1

Company B = 40 = 0.02:1

; Absolute liquid assets = Cash in hand + Cash at Bank + Marketable Securities
. Comments : , Lol

1. The standard current ratio is 2:1. A company’s current ratio is almost equal to
the standard ratio. But B company’s current ratio is lower than the standard
norm. (2:1). ' _

2. Generally, the standard liquid ratio 1:1. In this case also company A’s position
is satisfactory. But Company B is unable to maintain the liquidity position and
the position of this company is half of the ratio of the standard norm.

3. While coming the absolute liquid ratio (standard being 0.5:1), both the companies

are b_elow _thi_s ratio. More partictilarly Company B’s financial condition interms
of this ratio is very unsatisfactory. J

_ I1lu.16 : The Assets and Ligbilities of a limited company are given belo‘w, You are
requested to calculate (a) Current, Ratio (b) Liquidity Ratio and (¢) Proprietory Ratio.

Liabilities | "Rs. | Assets | - Rs,
5,000 Equity shares of ° ! Land, Buildings 6,00,000
Rs.100 each - - 5,00,000 Plant, Machinery 5,00,000
2,000, 8% preference shares ; e Stock - ' 2,40,000
at Rs.100 each ) 2,00,000 - Debtors 5 2,00,000
9% Debentures 4,00,000 | CashatBank ' 55,000 °
Reserves 3,00,000 Prepaid Expenses . 5,000
Creditors 1,50,000 : B
- Bank Overdraft g 50,000
16,00,000 . e u | 16,00,000

(Osmania, April 1994; Sri Krishnadevaraya April, 1996)

Solution :

Current assets
Current Liabilities

Current Assets = Stock + Debtors + Cash at Bank + Prepaid Expenses
" = 2,40,000 + 2,00,000 + 55,000 + 5,000 = 5,00,000 .
Current Liabilities = Creditors + Bank Overdraft,

= 1,50,000 + 50,000 = 2,00,000

: 5,00,000- _ !
Current ratio = 3'go'oo0 = 29 1 .

; : Quick Assets
2) Quick Ratio = Current Liabilities

Liquid assets = Debtors + Cash at Bank
= 2,00,000 + 55,000 = 2,556,000

Quick Ratio = 205555 = 1.275: 1

Shareholder’s funds % 100

3. Proprietory Ratio = ~ Total Assets

1. Current ratio =
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Shareholders’ funds = Equity share capial + Preference share capital + Reserves
= 5,00,000 + 2,00,000 + 3,00,000 = 10,00,000 ) g
Total Assets = Land, Buildings + Plant, Machinery + Current Assets
= 6,00,000 + 5,00,000 + 5,00,000 = 16,00,000

- Proprietory Ratio = (3¢5 x 100 = 63%




Ilu.17 : The following is the information given from the XYZ accounts.

1st Year 2nd Year
 Asséts Liabilities Assets Liabilities
Rs. ' Rs. Rs. Rs.
Stock - 10,000 | 20,000
Debtors 30,000 30,000
Prepaid expenses | 2,000 : ' ‘
Cash in hand | 20000 |- | 15,000 »
Creditors . : 25,000 , 30,000
»+ Bills payable _ 15,000 | | 12,000
Bank overdraft 8e t e e iy 5,000
62,000 | 40000 |7 65000 | 47,000

Sales during the first Rs.3;50,000. Sales during the second Rs.3, 00 000. State your
‘openion on the financial strength of the firm w1th the relevant ratios.

(Kakatlya, November, 1991) 4

Solution :
1. The ratios are to be calculated for analysing the short-term solvency..

” ; _ Current assets
Current ratio = Current Liabilities
1st year = fg'gge = 1.55: 1
2nd Year = 550 = 1.38 : 1

; . Quick assets
~«Quick ratlo = Fuirent Liabilities

ls'tyeal—.%g'%g_l%-l | ‘ - ;

2nd year = j? 333 =0.96 : 1 » |
The firms’ liquidity position during the two years is satlsfaetory But the liquidity of &
the firm declining during second year over the first year. This is mainly due to increasing;

the stock. s
2 The ratios are to be calculated for analysmg the long-term solvency.
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ek o o Total debts
Debt-equity ratio areholders funds

. — 40,000 _ p
1st Year = 72000 = 1.82: 1
— 47,000 _ .
2nd Year = 18000 = 261:1 _
Shareholders funds = Assets - Liabilities.
RN . - _ Proprietor’s funds -
Proprietory ratio = Tofl Assei
22,000 _ . !
52000 = 0.35.1
soooe = 0.28:1
The long-term financial position of the firm is not satisfactory. The shareholders
share in the total assets of the firm is less than half. The debt-equity ratio is above the

standard normal 2:1 and hence the creditors may relectant to give more funds.

; INlu.18 : From the following information calculate 1) Current ratio 2) Quick ratio
- 3) Fixed assets ratio 4) Debt-equity ratio, 5) Proprietory ratio

Balance Sheet of Pallavi Limited as on 31st December, 2001

Liabilities iR Rs. | . Assets | Rs.

Equity Share capital -1,00,000 | Cash in hand : 2,000
6% Preference share capital 1,00,000 Cash at Bank © 10,000
7% Debentures 40,000 Bills receivable i 30,000
8% Govt. Loan 20,000 Investments 20,000.
Bank Overdraft 40,000 Debtors 70,000
Creditors 67,000 | Stock T 40,000
Proposed dividends 10,000 | Furniture , 30,000

- Reserves ' 1,50,000 ‘ Land, Buildings ' 2,20,000
Provitionfor tax 20,000 Machinery 1,00,000

~ Profit and Loss a/c 20,000 | Goodwill _ ' 85,000
Preliminary expenses 10,000

5,67,000 ' 5,67,000

Solution : & -
. £ ratin = current Assets
L. Current ratio = 5 2 F TiabTities '

Current Assets = 2,000 + 10,000 + 30,000 + 20,000 + 70,000 + 40,000
Current Liabilities = 40,000 + 67,000 + 10,000 + 20,000

= L72,000 _ 172 _ 125 - 1.95:1 W '
1,37,000 137 1

Notes : Provision for tax and proposed dividend also current liabilities. The
investments are treated as short-term.

2 O ; uick assets -
| Quick ratio = oo atiltes
- Quick Assets = Current assets (Q jm)
= 2,000 + 10,000 + 30,000 + 20,000 + 70,000 = Rs.1,32,000

Current Liabilities = 1,37,000
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- %%% = 132 = 000 = 0.96:1
8. Fixed assets ratio = Fixed assets
Capital employed

Fixed assets = Furniture, Machinery, Land,
= 80,000+ 1,00,000+2,20,000+35,000= 3,85, 000 .
Capital employed = (Equity share capital + preference share capital +Reserves+Profit
and loss a/c+Debentures, Govt. Loan) - Preliminary expenses. R
= (1,00,000+1,00,000+ 1,50,000+20,000+40,000+ 20, OOO) 10,000 = 4,20, 000
= 385,000 = 0916 = (,916:1 o
Note : Goodwill is a fictitious asset. Further, the purchase price of goodwill is nof
. given. Hence this is not included in the fixed assets. ' b

Long-term loans
/ Debt-Equity ratio = gpareholder’s equity |

Long-term Liabilities = 7% Debentures + 8% Govt.. Loan

= 40,000+ 20,000 = Rs.60,000 :
Shareholders equity = [Pxeference share capital + Equity share capltal + Reserves
+ Profit and Loss a/c + Proposed dividend] - Preliminary expenses

= [1,00,000+ 1,00, 000+ 1,50,000+ 20,000+ 10, OOO] 10, 000
= 3,80,000 - 10000-Rs370000 - :
= 3-6—;’5‘%36 0.16:1 "+~ OB
Total Liabilities

/Debt -Equity ratio = Shareholders equity < |
Total Liabilities = Long-term Liabilities + Short-term Liabilities

= 40,000+ 20,000+40, 000+ 67, 000+20 OOO Rs.1,87,000

1,87,000 187
- 2l = ]
.3,70,000 370 0.50:1

Buildings + Goodwill

> ; Shareholders (Eqmty) Funds
5. Proprietory Ratlo = ~Total Assets

Shareholders funds = Rs.3,70,000 i
Total Assets = Fixed assets + Cuuent Assets = 5,57, OOO (All assets except prehmm Iy
expenses) . : ! 7

Shareholders equity = Rs. 3 70,000

3,70,000
= SpiEia =
= . 5,57,000 0661

Calculate the followmg ratlos from the flnanclal statements of X1 f-

Iu.19 :
(1) Current ratio, (2) L1qu1d ratio, (3) Stock Turnmrer rat,m (4) Debt

Company:
turnover ratio (5) Creditors turnover ratio
______._——————‘_-—'_ ; - L & : v
« R B I e8] : Rs' | i : " ‘ ‘ A e/ I

Oponing Stock | 47,000 | Debtors | 42,006
Closing Bt«Ock AN ‘ 53,000 Cash e : 10,0 1
Sales _ 2,60,000 | Bank - BRI 5,008
Provision for doubtﬁll debts 2,000 Bills Recelvable 15,008

32,000 Provision for tax 15,000

P

Creditors
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2[\ 28
Loose Tools - - | 4,000 | Bills payable 29,000 *
Purchases 1,80,000 Marketable securities 3’000_

(Osmania, April .199_8)

ISolu_tion : _
a) Current ratio = ~current Assets ;
: urrent Liabilities
Current Assets Cash + Bank + Malketable Securities + Bills Recelvable + Debt01s
¥ Closmg Stock

= Rs.10,000 + 8,000 + 8,000 + 15,000 + 42,000 + 53,000 = Rs.1,36,000

Curlent Liabilities = Creditors + Bills payable + provision for tax + Provision for
... doubtful debts , ) ¥
= Rs.32,000 + 29,000 + 15,000 + 2,000 = Rs.78,000

. g atin — 1,36,000 4
Cunen!: ratio = F8.000° = 1.794::1

Liquid assets
Current Liabilities

- Liquid Assets = Current Assets - Stock
= 1,36,000 - 53,000 = Rs.83,000
Liquid Ratio = 23033 = 1.06

) Stock Turnover ratio = Cﬁ;faggogtso fﬁld

Cost of goods sold = (Opening Stock + Pulchases) Closmg stock
= (47,000 + 1,80,000) - 53,000 = Rs.1,74,000
Average Stock = 1 (Opening Stock + Closing stock)
1 (47,000 + 53,000) = Rs.50,000
Stock Turnover ratio = 1‘5—%@5%%9 = 348 -

d) Debtors Turnover ratio = Ou tstaggliisg TGS

Outstanding debts = Bills Receivable + Debtors

= 15,000 + 42,000 = Rs.57,000

| . _ 2,50,000
Debtors Turnover ratio = 3745 = 4.39

| Note : Total sales assumed as crean:) sale;
K . urchases
e) Creditors Turnover ratio = m

Debts.unpaid = Creditors + Bills payable
= 82,000 + 29,000 = Rs.61,000
Creditors Turnover ratio = 1;5—1'95%%—0 2.95

| Note : Total Purchased assumed as Credit purchases : .
fit and loss a/c and balance sheet calculate

. b) Liquid ratio =

114,20 ;: From the beldw Pro
a. Current Ratio

'b. Operating Ratio
C. Stock Turnover ratio



Solution :

s Current ratio =

b. Operating ratic =

Current Asseis

Ratio Analysis
, 20.29
" d. Retwrn on equity capital
L. Profit and Loss a/c Cr,
I |  Rs.| | |  Rs.
k Opening Stock 99,500 [By Sales 8,79,000
Purchases 5,40,000 By Closing Stock 1,20,000
To m@s 19,500
To Gross Profiy 3,40,600
9,99,000 9,99,000
To Operating Expenses : By Gross Profit 3,40,000
Selling Expenes 30,000 By Non-operating
Administration Expenses| 1,55,000 Income :
Financial expenses 8,000 Interest | 3,000
; 5 1,93,000 Profit on sale
To Non-operationg expenses of Investments| 6,000
Loss on sale of 9,000
Assets 6,000 .
Net Profit 1,50,000 | '
[3,49,000 3,49,000 '
‘ Balance Sheet
Liabilities ‘| Rs | Assets "Rs.
Equity capital x Land and Buildings 1,80,000
(2,000 shares @ Rs.100) | 2,00,000 Plant and Machinery 79,000
Reserves 80,000 Stock i | 1,20,000
Profit and Loss a/c 70,000 Debtor;s ' 75,000
Current Liabilities 1,30,000 Less ;: Bad debts reserve 5,000
: 70,000
Cash 31,000
4,80,000 4,80,000

(Nagarjuna, April, 1896)

. 2,26,000 w1 5 1

Current Liabilities  1.35,000

(Cost of goods sold + Operating Iixpenses,

x 100

S'a,! es

© Cost of goods sold = Sales - Gross profi.
8,79,000 - 3!40’000 = RS5,39,00{:
Operating expenses = Rs.1,93,000

Operating ratio =

5,39,0004-1,93,000

8,7u,000

x 100 = 83.28%
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¢) Stock turnover ratio = Cost of goods sold
Average stock

Opening stock + Closing Stock
— B

Average stock =

_ 99,500+1,20,000 _ o) 49 750

2
= 59,000, 4.91 times
1,09,750 |
. Return on equity capital = Sharehols faas (Equrey) X 100
;—’,g—g:—g—g—g x 100 = 42.86%

I1lu.21 : From the following financial information determine : (a) Current ratio
(b) Quick Ratio (c¢) Stock Turnover ratio (d) Operating ratio (e) Rate of Return on
equity capital.

Balance Sheet as at D-ecember 31, 2002

Liabilities ] Rs. | Assets | Rs. | Rs.

- Equity share capital Plant, Machinery : e ' 6,40,000

(Rs.100 each) 10,00,000 | Land, Buildings ' 80,000

Profit and Loss a/c 3,68,000 | Cash : : 1,60,000
Creditors 1,04,000 | Debtors 3,60,000
Bills payable 2,00,000 | Less : Provision for bad debts | 40,000

Other Current . 3,20,000

Liabilities 20,000 | Stock 4,80,000

Prepaid Insurance ‘ 12,000

16,92,000 16,92,000

Statement of the Profit for the year ended December 31st, 2002

RS.

Sales ‘ 40,00,000
Less : Cost of goods sold 30,80,000
9,20,000

Less : Operating expenses 6,80,000
Net Profit 2,40,000
Less : Taxes at 50% 1,20,000
1,20,000

Net Profit after taxes

——
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Sundry debtors and stock at the beginning of the year were Rs.3,00,000 ay,

Rs.4,00,000 respectively,

(Nagarjuna October, 19

Solution :

0 = Current AéSEtS 10,12,000 _ . 1
I’ = - = i ‘
1) Cu I‘ent l‘at]o - : : . _’1_,1_.. , 2 78 1

. io = . Quick assets - i
2) Quick ratio Current Liabilitics

Quick Assets = Current assets - (Closing Stock + Prepaid Expenses)

= 10,12,000 - (4,80,000 + 12,000) = Rs.5,20,000

5,20, 000
= —143:1
3,64, 000

Turnaver watin . Cost of goods sold
3) Stock Turnover ratio = Average stock

Cost of goods sold = 30,80,000 ‘ .
Opening Stock + Closing Stock.
Average stock = —PENNg 7 £

4,00, 000 + 4,80,000 ~ 8,80,000
i i O

= Rs.4,40,000

30,80,000 __ .

4) Operating ratio = ( Cost of goods sold + Operating expenses ) i

- Net sales

30,80, 000 + 6, 80, 000
40, 00, 000

x 100 = 94%

. T Net profit
9) Return on Equity capital = Shareholders funds (Networth)

1,20, 000

S0 %100 = 8,
13, 68,000 < 100 =8:8%

IlIw.22 : Current ratio = 2.5; Quick ratio = 1.5; Operating capital = Rs.30,000,

Calculate the stock value.

Solution :

. io = _Current Assets
1. Current Ratio = Current Liabilities
| . _ Current Assets-Stock

2. Quick ratio = urrent Liabilities

Operating capital = Current assets - Current Liabilities,

L, AR 30,000
2.5 ? 30,000 x 25
B 30,000

Tt ™ ? 30,000 x -

20.51

100

(Osmania March, 2001)

Rs.50,000

" Rs.20,000
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Stock = 50,000 - 30,000 = Rs.20,000

Ilu.23 : Calculate current assets of a company from the following :

oo Fp

Stock turnover : 5 times -

Stock at the end : Rs.5,000 more than stock in the begmnlng
Sales (all credit) Rs.2,00,000

Gross profit ratio : 20%

Current liabilities Rs.60,000

Quick Ratio 0.75

Solution :

Gross Profit = 2,00,000 x fé:] Rs 40,000
Cost of goods sold = 2,00,000 - 40,000 = Rs.1,60, OOO

Stock Turnover = 1,60,000
~ Average stoc

L.60.000

~ Average stock
8 Average stock = Rs.1,60,000

Average stock = 180000 _ pg o0 00

= x + (x.+ 5,000) = 20,000 = 2x + 5,000 = 40000
= 40,000 - 5,000 ;

2x = 35,000, x =17,500;
2x = 17,500 + 5,000 =" 22,500, 5
~ Opening Stock = Rs.17,500; Closing Stock Rs. 29 ,500 e
§ i 60,000 ! :
g 24 7 60,000 x#  Rs.45,000

Illu

.24 : The following are Ratios Extracted from Balance Sheet of a Company as

on 31-12-1998. Draw up theyear 1998 Balance Sheet of the Company :

Current Liabilities 1.0
Current Assets L 2.5
Working Capital Rs.3,00,000
Quick (Liquid) Ratio i : 1.5
Stock Turnover Ratio 6 times
Gross profit as percentage of}sales : 20%
Debt Colleciton period ' 2 months

. “Shareholders Capital Rs.5,00,000
‘Reserves and Surplus : . Rs.2,50,000
Fiked Assets Turnover ’ i : 2 times

. Solution :

Current Assets :

2 B e

i 18 o ~ Rs3,00,000

2 . Rs.3,00,000 x %2 Rs.5,00,000

? Rs,3,00,000 x 7' Rs.2,00,000
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Liquid Assets :

1 Rs.2,00,000 -
LB E Rs.2,00,000 x L2 Rs.3,00,000

«  Stock = 5,00,000 - 3,00,000 = Rs.2,00,000
Cost of goods sold = 6 = £ost of goodssold _ g 19 50 00o

& : 2.00,000
3,00,000 Gross Profit = 15,00,000 x 2%
80 -. 12,00,000 :
10057 - ? 12,00,000 x %0 Rs.15,00,000
. L, Gl 15.00.000  _ '
Fixed assets = 2= Vied ancots Rs.7,60,000 ;
Debtors = %g‘gﬁx 2= %= Debtors - 12 Debtors = Rs.30,00,000
Debtors = B&O’SM = Rs.2,50,000

~ Cash = 5,00,000 - (2,50,000 + 2,00,000) = Rs. 50,000
: Balance Sheet as on 31-12-2000

Liabilities Jo2tts Rs.” .| « ' -Assets [ Rs.]
Capital ot | 0 5,00,000 - Cash 5 o 50,000

. Reserves, Surplus 2,50,000 Debtors ; : 2,50,000
Current Liabilities . ~2,00,000 | . Stock ; 2,00,000
Long-term Liabilities 3,00,000 |  Fixed assets 7,50,000

(bal_ancing figure)

12,50,000 ' 12,50,000

¢

IMlu.25 : From the following detalls, prepare statement of Proprietor’s Fund:

(a) Stock velocity 6 times

(b) Debtor’s velocity 2 months

(c) Capital turnover 2 times
(d) Creditor’s velocity 73 days

(e) Fixed Assets Turnover 4 times
(f) Gross Profit Ratio 20%.

Gross profit was Rs.60,000. Reserves and suplus amounted to Rs.20,000. Closing
stock was Rs.5, 000 1n excess of opening stock. F

Solution : » L
_ Gross Profit 20 _ 60,000
a) Gross Profit ratio = “Wet Sales X 1008 = = ot sales

© 20 Sales = 60,000 x 100 = 20 Sales = Rs.60, 00,000
Sales = 200000 _ Rg 3,00,000
Cost of goods sold = Sales - Gross Profit.
3,00,000 - 60,000 = Rs.2,40,000

; ; Cost of goods sold
'b) Stock- Turnover ratio = Averaggeosto?:k
. T 2.40,000

6 = Average stock

= Average stock = 24000 _ pq 49 ggq
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Average Stradlle'ss Opening Stock + Closing Stock

- ' 2 y

: 40. 000 = Opening Stock + Closing Stock

] } 'L 2

; 40,000 x 2 = Opening stock + Closing Stock.
: 80,000 = Opening Stock + Closing Stock.
Closing stock = Opening Stock + 5,000
80,000 = Opening Stock + (Opening Stock + 5,000)
. 80,000 = 2 Opening Stock + 5,000
2 Opening Stock = 80,000 - 5,000
Opening Stock = B2% = Rs.37,600
_ Closing Stock = 37, 500 + 5,000 = Rs.42,500
. ©) . Debtors Turnover = Dgbtors . 19 1 onths = 2 months = 2ebtors x 12 months

ales 3,00,000 .
Debtors = 200.000x2 _ pg 50 000

- d) Creditors Turnover = P(ﬁ—ﬁéiﬁ%% x 365 days

Credit Purchases = Cost of goods sold + Increase in closmg stock
= 2,40,000 + 5,000 = Rs.2,45,000

73 days = gﬁ—%’ﬁlﬁ X 365 = _ Creditors

366 — T 2,45,000
365 Creditors 355 X 2 45 ,000

Creditors = T2x%45.000 _ pg 49 (00

¢ Cost of goods sold
| e) Capital Turnover ratio = Capital

. '2.40,000
2 = 22

Capital
- Capital = 248999 - Rs1,20,000

| : Cost of goods sold
f) Fixed assets turnover ratio = ——— TR

2,40,000
4 =

" ﬁEeH assets

fixed assets = 3@10—0—9 R§.60,000

~ Proprietory Statement

Current assets : ; : ‘

Cash in hand (Balancing ﬁgu1'e) ‘ 16,500

Debtors : 50,000

Stock . _ . - 42,500 ,

i ' 1,09,000

Less : Current Liabilities : ; ‘

Creditors 49,000
Working capita] 60,000

Add: Fixed assets 60,000
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35 5 |
|
Total capital employed 1,20,000 |
Net worth : | |
Share capital \ 1,00,000 |
Reserves, Surplus _ 20,000 |

Capital employed ' _ g 1,20,000

IlIu.26 : With the help of the following ratios regarding Sarath & Co. draw the !
Balance Sheet of the company for the year 2002.

Current ratio , 2.5
Liquidity ratio - 1.5
Net working capital " Rs.3,00,000
Stock turnover ratio ' 6 times
Gross Profit ratio ' 20%
Fixed assets turnover ratio ' 2 times
Debt collection period - 2 months
Fixed assets to shareholders net worth ; 0.80
Reserves and surplus to capital ' 0.50

(Nagarjuna March, 1996; March, 2002)

Solution :

a. Current ratio = ~courrent assets

Current liabilities

9.5 = ,Current assets
" Current liabilities

Current assets = 2.5 Current liabilities.

b) Working capital = Current Assets - Current liabilities.
3,00,000 = 2.5 Current Liabilities - Current assets.
3,00,000 = 1.5 Current Liabilities

Current liabilities = %2:2% = Rs.2,00,000

Liquid assets

c¢) Liquid ratio = morerrTbilites

Liquid assets
1.8 = qz,oo,ooo

Liquid assets = 1.5 x 2,00,000 = Rs.3,00,000
Liquid Assets = Current Assets - Closing Stock
Rs.3,00,000 = (2.5 x 2,00,000) - Closing stock
Closing Stock = 5,00,000 - 3,00,000 = Rs.2,00,000
1 Cost of goods sold J
d) Stock Turnover ratio = closing stock

_ Cost of goods sold L

6 = 7,00,000
Cost of goods sold = 6 x 2,00,000 = Rs.12,00,000

; Gross profit
e) Gross Profit ratio = 'Tet—sgl_eﬁ‘x 100
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Gross profit'on sales 20%

1d
Sales Rs.100; Gross Profit Rs.20; Cost of goods sold Rs.80. When cost of goods 5a
is Rs.12,00,000 then sales .....2

S&les = L12.00.000x 100

A(

......

X100~ Rs.15,00,000

i i 1d .
f) Fixed assets turnover ratio = Cost of goods so

9 = 12.00,000

Fixed assets

Fixed assets

'Fixed assets =

g) Debt collection period = Debtorsx12 months

| Debtors = 2x!
h) Fixed assets to sha
0.80 =

u.m;.ouu Rs.6,00,000
~ 15.00,000
Ji{l().t)oo = Rs.2,50,000

Fixed assets

reholders net worth ratio =
(,00,000

/

shareholders networth : _
- Shareholders networth = & 000 = Rs.7,50,000

i) Reserves and surplus to capital r ity = . Reserves and Surplus

Capital.

0.5 — Reserves, Surplus

Capital
Reserves and Surplus = 0.5 Capital. -

- Shareholders networth = ‘Capital + Reserves, Surplus
7,560,000 = Capital + 0.5 capital
0.5 capital = 7,50,000

Capital = = ’(‘,' 000 _ Rs 5,00,000 _

Reserves, Surplus = (0.5 x 5,00,000) = Rs.2,50,000
i) Liquid Assets = Debtors + Cash in hand

3,00,000 = 2,50,000 + Cash inhand

Cash in hand = 3,00,000 - 2,50, 000 = - Rs.50,000

Balance Sheet as on 31st December 2002

- shareholders networth

[

Liabilities ] | s | Rs |  Assets Rs.
Capital _ ‘ 5,00,000  |.  Cashin hand . 50,000
Reserves, Surplus ~2,50,000 ‘Debtors 2,50,000
Current liabilities 2,00,000 - Closing stock 2,00,000
Long-term liabilties g Eixbd ameld 6,00,000
(Balancing figure) - ¥ 1’50’009

11,00,000 11,00,000

I1u.27 : For the following data, prepare balance 'sheet :
Gross Profit (20% of sales) Rs.60,000

Equity share ¢

apital Rs.50, 000

Credit sales to total sales ratio 80%

_—

vy *
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Total assets turnover 8 times
Stock turnover 8 times

20.37

Average collection period 18 days (360 days a year)

Current ratio 1.6:1
Long-tem debt to equity 40%

Solution :

1. Calculation of Sales :
Gross Profit Rs.60,000. It is 20% sales.

20% 60,000
W% - ?

Sales = Rs.3,00,000
2. Calculation of Credit Sales :

Credit sales 80% of total sales
Total sales Rs.8,00,000; in that 80% credit sales.

3,00,000 XTSO% = Rs.2,40,000
Credit sales Rs.2,40,000

60,000 x 100

3. Calculation of cost of goods sold :
Gross Profit = Sales - Gross Profit
3‘,00,000 - 60,000 = Rs.2,40,000

4. Calculation of Total Assets -

. - ratin = COst of 'goods sold
Total Assets turnover ratio = TMotal hancic

8 = Total aseis = 3 Total assets = 2,40,000
Total assets = 249,000 _ p. 20 000

: - ratio = C0St of goods sold
Stock turnover 1_“.-11:10 = m;fm

8 = 2,40,000
Average stock

8 Average stock = Rs.2,40,000 .
- Average stock = 240000 _ p_ g4 000

Credit Salesy18 days
360 days E

Calculation of Book debts =
Book debts Rs.5,333,

5. Calculation of Long-term loan :
Long term loan is 40% of equity
Equity = Rs.50,000; .
\ ’40% eCIIIity 2 50,000 X T%% = R5-20,000
6. Calculation of Current Liabilitjeg :
Current Liabilities =

Total Assets - '(Equity + Long-

(Andhra March, 2001)

Rs.3,00,000
SRS - Re 5,333
term loan)
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80,000 - (50,000 + 20,000) = 80,000 - 70,000 = Rs.10,000
Current’,liabili@ies = Rs.10,000

7. Calculation of Current asséts '
Current ratio = 1.6:1; Current assets = 1. 6; Current hab1]1tles =1

s ‘o Rs.10,000 . W
1.6 ? 10, 000 x 16 Rs.16,000

Other current assets = Total Current assets Debtors
= Rs.16,000 - 5,333 = Rs.10, 667

Balance sheét-sis An'.-."....-., i |
. Ligbilities . | .. Re. . .k ... . Assets g A0 s
Current liabilities 10,000 | Debtors dadin ' 5,333
Long-term liabilities 20,000- . * | ‘# 'Other current assets 10,667
Equity 50,000 |  Fixed assets . | . 64,000
80,000 ' etk Lk, 6 B0,000

Illu.28 Flll the sample balance sheet ofX Engmeermg company from the follow1ng
partlculars when it sales are Rs.16,00,000.
*  Net worth to sales = 2.3 times,
Net worth to current liabilities = 42%
Net worth to total liabilities = - 75%
Current ratio = 2.9 times. '
Closing stock to sales = 4.5 times
Average collectxon period = 64 days.

. Sample Balance Sheet

Liabilities Rs. | Assets .- | - Rs. -
Net worth e b | Fixed assets %
Long-term liabilities Fe 2 ~Cash 9
Current Liabilities R s sl s Stogk 2

! ol \. Debtors 9

Calculations are to be nearest to the rupee.
Bolution .
&0 '16,00,000
o e?av{%rt e ey 16,00,000 _ po
2.3 Net worth = 16,00,000 = Net worth = —+— = Rs.6,95,652

S, Current Liabilities
429 — Currﬁggv{;;ablhtle 499 = it Lia
2 ' Current L1ab111t1es = 100 Current Liabilities = 42 x 6,95,652
100 = 6,95,652



Ratio Analysis 20.39

Current Liabilities = 42x695:652 - Rs2,92,174
Calculation of Long-tefm Liabilities :

Networth to total Habilities= 75%

75 _ Total Liabilities. 75 . Total Liabilities
100 =~ Networth ’100 . 695602

100 Total Liabilities = 75 x 6,95,6562 .

y 6,95, 652 |
Totay Caalilities = 125 D Rs.5,21,739

Long-term Liabilities = Total Liabilities - Current Liabilities

5,21,739 — 2,92, 174 = Rs.2,29,565

2.9 — Current Assets . 2.0 = Current Assets
> = Current Liabilities’ “* 2,92,174

2.9 x 2,92,174 = Current assets; Current assets = Rs.8,47,305

Sales . 16,00,000
45 = Stock’ e Stock

4.5 Stock = 16,00,000; Stock = 18922 = Rs.3,55,555
64 = DEDIOTS 365 64 = NS x 365
g4 — Deblors — 365 Debtors = 16,00,000 x 64

365 ,00U,

0
Debtors = i 00'3?350 e = Rs.2,80,548

Cash = Current Assets - Stock - Debtors
= 8,47,305 - 3,55,655 - 2,80,548

Cash = Rs.2,11,202

Balance Sheet as on ....... ‘
Liabilities | Rs. | Assets | Rs.

Net worth  6,95,652 | Fixed assets (Balancmg figure) | *  38,70,086
Long-term Liabilities 12,29,565 | Debtors - 2,80,548
Current Liabilities 2,92,174 | Stock : 8,55,555
- ' Cash 178:79,11,202
12,17,391 i ' L~ 12,17,391

I11u.29 : With the help of following ratios and further information, complete the
Trading and P & L A/c and Balance Sheet:- ‘

Gross Profit Ratio o 259%
Net Profit Ratio - 20%
Sales/Inventory Ratio e 8



R i ce
reis ‘ Accounting and Finar

Fixed Assets/Current Assets =
Fixed Assets/Total Capital LE

Capital/Total outside liabilities 1 = ' ,
Fixed Assests _ = Rs.15,00,000

Closing Stock = porky - Rs.2,00,000

IR 1100 afw

Tradingand P& LA/c <Ay

e Rs. |

\ To Cost ofsales | ... B By Sales .= ' _ A
To Gross profit | ... ; ‘

“ssssses sssnsven

To Expenses ! e | .. By Gross profit ‘ _ ceeeanes
To Net profit - o, { vife.: .o 20 i ; s ;

; Balance Sheet ; !

| | Rs. | 777 Rs..| CYormai ~Rs. | Rs.
Capital | : ' |Fixed Assets
Balance Current Assets

Add : N.P. 1 o o |Stock i " i
: Other current Assets | o

Other liabilities : | e, 3tk

------

-------
------

Selution :

Calculation of Séles :

Sales _ g - Sales
Taventory 2,00,000

8 x 2,00,000 = Sales;
Sales = Rs.16,00,000
Caleulation of Gross Profit :
Gross Profit = 25% on sales = 16,00,000 x &5

= 4,00,000

Calt’ulation of Cost of goods sold : ;
Cost of goods sold = Sales - G.P. = 16,00,000 - 4,00,000 = 12,00,000.

cal"“lation of Net Profit : 20% on Sales’



Ratio Analysis

Net Profit = 16, 00,000 x -20 100 = 3,20,000

Calculation of Current Assets :

3

S - Fixed Assets .

urrent Assets’ 3
3 Current Assets = 60,00,000

Current Assets =

Calculation of Teotal Capital :

3 _ Fixed Assets. _ 3
2 0 api

60,02,000 1o

il

15,00,000
Current Assets

20,00,000.

15,00,000

2 = Total daplEI

3 Total Capital = 30,00,000

Total Capital = 2203000

= 10,00,000.

Calculation of Outsiders liability :

i Capital . _
5 = Outsiders Liability” ~

2 _ 10,00,000
Out51ders Llablllty

L] ]

2 Outsiders Liability = 50,00,000

20.41

Outsiders Liability = 22399 ="25,00,000.
Dr. Trading and Profit and Loss a/c Cr.
| 1 . | Rs.
To-Cost of sales - 12,00,000 . By Sales 16,00,000
To Gross Profit 4,00,000 : ;
16,00,000 [ 16,00,000
.To Expenses (B.F.) ., 80,000 By Gross Profit 4,00,000
To Net Profit 3,20,000
4,00,000 4,00,000
Balance Sheet as on..........
| Rs. | Rs.
Capital : Fixed Assets 15,00,000
Balance 6,80,000 . /| Current Assets : ; |
Add : net profit - 3,20,000 Stock 2,00,000 |
10,00,000 | Other current 18,00,000
Others -25,00,000 assets ' 20,00,000
(Outsiders liability) ‘ .
85,00,000 | - 35,00,000
e Saad
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