Ratio analysis questions: Tutorial 3 
Question: Ratio analysis Laurel Ltd and Hardy Ltd
Summarised below are the financial statements for two similar companies, Laurel Ltd and Hardy Ltd, operating retail stores selling skateboards in the Cardiff area:
Statement of profit or loss for the year ended 30 June 2015
				Laurel Ltd			Hardy Ltd
				£	£			£	£
Sales					80,000				120,000
Cost of sales				60,000				 96,000
Gross profit				20,000				 24,000
Depreciation			1,000				3,000
Other expenses			9,000				6,000
					10,000				9,000
Operating profit			10,000				15,000



Statement of financial position as at 30 June 2015
Laurel Ltd			Hardy Ltd
				£	£			£	£
Non-current assets			2,000				14,000

Current assets
Inventories			15,000				17,500
Trade receivables		25,000				20,000
Cash				 5,000				 2,500 

					45,000				40,000
Total assets				47,000				54,000

Current liabilities
Trade payables			5,000				10,000	
		 
Total liabilities				5,000				10,000	

Net assets				42,000				44,000

Equity
Ordinary £1 shares			25,000				20,000
Share premium				 5,000				 8,000
Retained profits				12,000				16,000
					42,000				44,000


Required
a) Calculate the following ratios:
i. Return on capital employed;
ii. Gross profit margin;
iii. Operating profit margin;
iv. Acid test ratio;
v. Inventory days;
vi. Receivable days;
vii. Payable days.


b) Comment on the above ratios that you have computed for Laurel Ltd and Hardy Ltd under the headings of profitability, liquidity and efficiency management.
