Example

Calculate relevant ratio’s and interpret the results:


SUMMARISED BALANCE SHEET AT 31 DECEMBER 2016


	
	€000
	€000

	
Non Current Assets ( NBV.)

Current assets
Stocks
Debtors ( Receivables )
Balance at bank

Current Liabilities.
Trade creditors ( Payables )
                               
Net Current Assets (Working Capital)   
Total assets less current liabilities

Long term Liabilities
Long Term Bank Loans 
                                            NET ASSETS

Capital and reserves
Ordinary share capital (€1 shares)
Profit and loss account ( Reserves.)
	



600
900
   100
1,600
   
800

	
2,600









800
3,400


1,600
1,800


1,000
   800
1,800






















SUMMARISED PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 
 
                                            31 DECEMBER 2016

	
	€000

	
Sales or Turnover (credit )
Cost of sales (materials )

Gross profit
Administrative and distribution costs


Operating Profit  (Profit before interest and tax)
Bank Loan interest


Profit before tax after interest
Taxation


Profit after tax ( Profit available for ordinary shareholders)  

Ordinary dividend

Retained profit  
	
6,000
4,500

1,500
1,160


340
    74


266
  106


160
   
    20

  140




Using the ratio formula sheets provided, calculate the following ratio’s. 

1. Return on capital employed. (Capital Employed =Equity + Long Term Liabilities )

  2. Net Profit Margin. (Operating Profit or Profit before interest and tax ).

                                                                      Sales
2. Asset Turnover ( ie. Non Current Assets + Current Assets – Current Liabilities.)

  4. Gross Profit Margin.

  5. Return on owners equity = Profit after interest and tax.
                                                Ordinary shares + Reserves 

  6. Current Ratio.

  7. Acid Test.

  8. Debtors (Receivables) ratio

  9. Creditors (Payables) ratio

10. Stock Turnover

11. Earnings per Share.

12. Dividend Cover

13. Gearing

14. Interest Cover
