Week six session one tutorial question case Answer
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The gearing ratio is calculated as follows
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Either figure, $6,080,000 or $5,700,000, could be used. If gearing is calculated with capital employed in
the denominator, and capital employed is net non-current assets plus net current assets, it would seem
more reasonable to exclude short-term interest bearing debt from prior charge capital. This is because
short-term debt is set off against current assets in arriving at the figure for net current assets.

Equity =1,500 + 760 + 1,200 + 2,810 = $6,270,000
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