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~ Question#1 MQPJ23 asemAEOR

A company has a profit margin of 20% and asset turnover of 3 times. What is the
company's return on investment? How will this return on investment vary if:

(i) Profit margin is increased by 5%%
(ii) Profit margin is decreased by 5% and asset turnover is increase to 4 times?2

If value of fixed assets as on 31-3-2022 amounted to ¥ 26 lakhs, prepare a balance
sheet of the company for the year ended 31-3-2023.

~ Question#2  MQPD23

From the following Balance Sheet and additional information, you are required to

calculate:

(i) Return on Total Resources

(ii) Return on Capital Employed

(iii) Return on Shareholders' Fund
Particulars g Particulars (4
Share Capital (Z 10) 8,00,000 | Fixed Assets 10,00,000
Reserves 2,00,000 | Current Assets 3,60,000
8% Debentures 2,00,000
Creditors 1,60,000

13,60,000 13,460,000
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Net operating profit before tax is ¥ 2,80,000. Assume tax rate at 50%. Dividend
declared amounts to Z 1,20,000/-

MQP J23 ars: [apERE eSS

Using the following data, find as many items as possible to prepare the Balance Sheet
as at the end of the year:

Gross profits Z 5,40,000
Shareholders’ Funds Z 40,00,000
Gross Profit Margin 30%

Credit Sales to Total Sales 80%

Total Assets Turnover Ratio (based on Sales Value) 0.3 times
Inventory Turnover Ratio (Based on cost) 4 times
Average collection period (360 days in a year) 20 days
Current ratio 1.8
Long-term Debt to Equity 40%

" Question#4  MQPD23 ansapsTolaltnieso0

From the following details, prepare statement of proprietary Funds with as many
details as possible:

Stock velocity 6
Capital Turnover ratio (on cost of sales) 2

Fixed Assets Turnover rafio (on cost of sales) 4
Debtor’s velocity 2 months
Gross profit turnover ratio 20%
Creditors velocity 73days

The gross profit was  60,000. Reserves and surplus amounts to  20,000. Closing stock
was Z 5,000 in excess of opening stock.

U Guesion#s | Mapoz G

Following are the ratios to the trading activities of National Traders Ltd:

Debtors velocity 3 months
Stock velocity 8 months
Creditors velocity 2 months
Gross profit ratio 25%

Gross profit for a year ended 31st December, 2022 amounts to % 4,00,000
Closing stock of the year is ¥ 10,000 above the opening stock.
Bills receivable amount to ¥ 25,000 and Bills payable to % 10,000.

Compute:
(A) Sales
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(B) Sundry Debtors
(C) Closing stock &
(D) Sundry creditor

~ Quesfion#6  MQPD24 ans:

The following accounting information and financial ratios of Star Sunshine Lid. relate
to the year ended 31-03-2024:

i) Accounting information:

Direct wages 10% of works cost
Stock of raw material 3 months' usage
Stock of finished goods 6% of works cost
Raw material consumed 20% of works cost
Debt collection period 60 days

Gross profit 15% of sales

Net profit 8% of sales

All sales are on credit

(ii) Ratios

Fixed asset to sales 153
Fixed assets to current assets 13:1'
Current ratios 2
2:1
1:4

Long term loan to current liability
Capital to reserve and surplus

If value of fixed assets as on 31-3-2024 amounted to ¥26 lakhs, prepare a balance
sheet of the company for the year ended 31-3-2024.

~ Quesfion#7  PTPJ17/D17; MGP J24 e | WSeitSso0

From the following information, prepare a summarized Statement of Assets and
Liabilities as on 31st March, 2017:

Working Capital ~ #1,20,000
Reserves & Surplus ¥ 80,000
Bank Overdraft ¥ 20,000
Proprietary Ratio  0.75
Current Ratio 2.50
Liguid Ratio 1.50

Your workings should form a part of your answer.

"~ Quesfion#8 PP J18; MQP D24 ans: | BsliEMUTE

The following is the summary of Financial Ratios and form of a TEXTILE COMPANY
having a sale of ¥ 32 lakh.
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Sales to net worth (times) 23
Current debt to net worth (%) 42
Total debt to net worth (%) 75
Current ratio (times) 29
Net sales to inventory (times) 4.7
Fixed assets to net worth (%) 53.2

Proforma Balance Sheet

( FINANCIAL MANAGEMENT

Net worth - Fixed assets -—-

Long-term debt e Cash -

Current debt -—- Stock
Sundry debtors 5,68,889

You are required to Complete the Proforma Balance Sheet.

PTP D18

s

Complete the Balance Sheet in the table below for TANISH LTD. using the following

financial data:

(i)
(ii)
(i)
(iv)

Total Debt to Net Worth = 1:2

Total Assets Turnover = 2

Gross Profit on Sales = 30%

Average Collection Period (Assume 360 days in a year) = 40 days

(v) Inventory Turnover Ratio on COGs and year-end inventory = 3
(vi) Acid Test Ratio = 0.75
Balance Sheet as on 31st March 2018
Liabilities g Assets g
Equity Share Capital 4,00,000 | Plant & Machinery & -
Reserves and Surplus 6,00,000 | Other Fixed Assets
Total Debt: Current Assets:
Current Liabilites = -- Inventery e
Debtors e
Cash e

Assume that there is no Bank OD in this Balance Sheet format

PTP J19

an [Amose

The Balance Sheet of VASUDHA LTD. as on March 31, 2019 is as given below:

Equity and Liabilities Z Lakhs | Assets Z Lakhs
Equity Share Capital 250 Fixed Assets 400
General Reserve 280 Investment 50
Profit & Loss a/c (Current Yr.) 30 Stock 460
Secured Loans - Long Term 300 Debtors 460
Secured Loans - Short Term 360 Cash and cash equivalents 10
Creditors 150 Miscellaneous Expenditure 20
Other Liabilities 30 (not Written off)
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Additional information:

(i) Fromthe P&L A/c, ¥ 90 Lakhs was transferred to General Reserve during the
year
(ii) Interest Cost amounted to ¥ 120 lakhs

(iii) Taxation @ 40%
You are required to calculate:

(i) Current Ratio
(ii) Debt-Equity Ratio

~ Question#11  PIPDI9

s

With the help of the following information, complete the Balance Sheet of MENWOOD

LTD. as at 31st March, 2019.

Equity share capital

The relevant ratios of the company are as follows:
Cumrent debt to total delbt

Total debt to owner's equity (Equity Shares Capital)
Fixed assets to owner's equity (Equity Shares Capital)
Total assets turnover

Inventory turnover

© Question#12  PIPD22

VRP provides you with the following information:

Operating Profit (before tax) Ratio 50%
Capital Turnover Ratio 2 times
15% Debt-Shareholders’ Funds Ratio 2:1
Capital Gearing Ratio 3

18% Preference Share Capital 2

Tax Rate 30%

Calculate Return on Equity Shareholders' Funds.

Z 1,00,000

0.40
0.60
0.60
2 Times
8 Times

e

o s

The following Financial Parameters are extracted from the records of VOTEX Ltd. for

the year ended March 31, 2023

Working Capital ¥ 3,00,000
Fixed Assets to Net worth 0.75
Other Equity (Reserves & Surplus) % 2,00,000
Bank overdraft Z 60,000
Trade Payables 2

Current Ratio 2.50
Quick Ratio 1.80
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Required:
(i) Assess the amount of Trade payables.
(ii) Assess the value of Equity Share Capital.

( FINANCIAL MANAGEMENT

(iii) The value of Fixed Assets would be how much?
(iv) Analyze the value of Inventories of VOTEX Ltd.

U uesion#ia | preizs

10% Debt-Equity Ratio

Net Profit (after Tax) Ratio
Operating Profit Ratio
Operating Expenses Ratio
Inventory Velocity

Tax Rate

Land & building

Plant & Machinery

Capital Work-in-Progress
Inventory: Finished Goods
Inventory: Raw Materials
Inventory: Work-in-Progress
Inventory: Stores & Spares
Trade Receivables
Provision for doubtful debts

2:1,

16.8%
30%

10%

1 month
30%

Z 6,75,000
¥ 6,00,000
Z 3,00,000
Z 1,00,000
Z 15,000
¥ 20,000
Z 5,000

Z 2,20,000
¥ 20,000

Credit Sales are ¥ 2,00,000 more than Cash Sales.

Calculate: Interest Coverage Ratio, Trade Receivables Turnover Ratio & ROL.

~ Question#15 PP )23

e

Current Ratio 8:5, Quick Ratio 6:5, Inventory Velocity 4 months, Gross Profit @ 33.33%
on Cost was # 10,00,000, Inventory at the end was 3 times more than that in the

beginning.

Calculate: Working Capital Turnover Ratio.

~ Quesfion#16 PP D23

M Ltd. provides you the following information:

Current Ratio
Liguid Ratio

Proprietary Ratio (Fixed Assets/Proprietors’ Funds)

Working Capital
Reserves and Surplus
Bank Overdraft

2.5
15
0.75
Z 60,000
7 40,000
Z 10,000
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There is no long-term loan or fictitious assets. Similarly, there is no prepaid expenses
and bank overdraft. Calculate Current Assets, Current Liabilities and value of Stock.

U Gueson#i7 | pre 124

o

The following ratio and information relate to the business of ABC Lid.:

Credit period allowed to Debtors

Inventories Turnover ratio

Lag in payment to suppliers

Gross Profit ratio

Opening inventories

Gross Profit for the year ended 31st March, 2024 amounted to

2 months;
8 times;
1 month;

25%;

Z1,05,000;

¥ 3,00,000

Assume that all purchases and sales are on credit and closing values of debtors and

creditors are not different from their opening values.
Calculate

(a) Sales;

(b) Sundry Debtors;

(c) Closing Inventories;

(d) Sundry Creditors.

The following information is available about Boxa Company:

Accounts payable Z 100 lakhs
Accounts receivable Z 50.48 lakhs
Average inventory Z 300 lakhs
Buildings and land 2

Cash Z 50 lakhs
Cost of goods sold Z 800 lakhs
EBIT Z 180 lakhs

Long-term bonds
Price per share

Z 250 lakhs with 10% interest rate
272

Price/Earnings ratio 18
Shareholders' equity 2

Total assets Z 1,000 lakhs
Total sales Z 1,250 lakhs
Cash sales Z 100 lakhs

You are required to calculate the following:

(i) Days sales outstanding
(ii) Interest coverage ratio
(iii) Debt ratio

(iv) Inventory turnover ratio
(v) Earnings per share



%

D) ¢dutors
Evolve, Enrich & Empower GOURAV KABRA



RATIO ANAUISIS

a1

(a)

Net profit ratio
Assets turnover ratio

=20% (given)
= 3 times (given)
Returmn on Investment (ROI)

= Net Profit ratio x Assets turnover ratio
= 20% x 3 times = 60%
(i) If net profit ratio is increased by 5%:

Then Revised Net Profit Ratio = 20 + 5 = 25%
Asset Turnover Ratio (as before) = 3 times
~ ROI=25%x 3 times = 75%

(iii) If net profit ratio falls by 5% and assets turnover ratio raises to 4 times:
Then Revised NP Ratio =20-5=15%

Revised Asset Turnover Ratio = 4 fimes
~ ROl =15% x 4 = 60%

(1) Return on Total resources=Profit after Tax/Total Assetsx100
=X140000/ 1360000100
=10.29%

(11) Return on Capital Employed=Profit before Tax and Interest/Capital
Employed

=X (280000+16000)/% (12,00,000) x100
=%296000/1200000%100
=24.7%

(1i1)Return on Shareholders” Fund= Profit after Tax/Shareholders’ Fund

=X140000/1000000x100
=14%

s 7596941141
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a3

Working notes:
1.  Total Sales:
GP Margin = 30%
GP =% 5,40,000
Sales = 5.40,000/30% = X18,00,000
2.  Credit Sales:
Credit sales = 80% of total sales = 18,00,000 X 80% =314.40,000
3.  Total Assets:
Total Assets Turnover = Sales/ Total Assets =0.3times
Total Assets = 18,00,000/0.3 = 360,00,000
4. Inventory:

Inventory Turnover = Cost of Goods Sold / Inventory X 100
= 18,00,000 — 5,40,000 / Inventory
Inventory = 12,60,000 / 4 =%3,15,000

5.  Debtors:
Debtors = Credit Sales X 20 days / 360 days
= 14,40,000 X 20/360 days
=3 80,000

6. Long Term Debt and Current Liabilities
Total Assets = 60,00,000
Total of Balance Sheet = 60,00,000
Now, Long Term Debt
Long Terim Debt / Equity = 40%
Long Term Debt = 40% of Equity = 40,00,000 X 40% = ¥ 16,00,000
Current Liabilities = 60,00,000 (Total Assets) —40,00,000 (Equity) —
16,00,000 (Long Term Debt) =X 4,00,000
7.  Cash and Bank:
Current ratio = Current Assets / Current Liabilities
1.8 = (Debtors + Inventory + Cash and Bank)/ Current Liabilities
1.8 = 80,000 + 3,15,000 + Cash and Bank / 4,00,000
7.20,000 = 3,95,000 + Cash and Bank
Cash and Bank = ¥ 3,25,000
8.  Fixed Assets
Total Assets — Current Assets =3 60,00,000 — (3,15,000 + 80,000 + 3,25,000)

=% 52.80,000
Ralance Cheet
Sh fundu Lo,00,000 | Canh 3,2¢,600
L-T- Labs 16,00,600 | Debhont &o, 6vo
Cuwent Lighe §,00,000 | fixed Arceks £2,%,5%
Q"“'dm\l 3I,15,66©
60,650,000 o, 00

() 7596941141 GOURAV
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al.' (a)  Given Gross Profit = 60,000
G.P. Ratio = 20%

100
Sales = 60,000 x " 3,00,000

Cost of Sales = Sales — Gross Profit
= 3,00,000 — 60,000
= 2.40,000

Stock turnover given =6
Costof Sales
Average Stock
2.40.000
6
= 40,000
Average Stock = 40,000
Let x be the opening stock, then the closing stock will be x + 5000
x + (x + 5000)
Then, Average Stock = ————
40.000 = x + 2500
x =37500
Opening Stock =x = 37500
Closing Stock = x + 5000 = 37500 + 5000 = 42500
Debtors Velocity (Given) = 2 months
Sales x Debtors collection period

2
Debtors = = 3.00,000 = — = 50,000
12 (No.of Months) 12

Purchases + Opening Stock — Closing Stock = Cost of Sales
Purchases + 37500 — 42500 = 2,40,000

Purchases — 5000 = 2,40,000

Purchase = 2.45,000

Creditors Velocity (given) = 73 days

73
Creditors amount = 2,45,000 x E =49 000

FA Turnover given on Cost of Sales = 4
Cos

FA

2.40,000
i

FA
2.,40,000
As ————

FA = 60,000

Capital Turnover (Given) =2
Cos

Capital

2,40,000
Capital

=2

~2.40,000
Capital = ———

Capital = 1,20,000

Balance Sheet
Liabilities T Assets ¢
Capital 1.20,000 | Fixed Assets 60,000
Reserves & Surplus 20,000 | Current Assets:
Creditors 49,000 | Stores 42,500
Debtors 50,000
Cash (Bank B/F) 36,500
1,89,000 1,89,000

7596941141
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(a)

(D)

Computation of Sales, Sundry Debtors, Closing Stock and Sundry creditors:

Given Gross Profit ration = 25%
Gross Profit amount = T 4,00,000
100
(A) Sales= G.P. amount x
GP%
100
=% 4,00,000 x —
25
=% 16.00,000
3 3
Debtors = Sales x H=? 16.00,000 E =T 4,00,000
Bills Receivable = ¥ 25,000
(B)  Sundry debtors = Total debtors — Bills Receivable = ¥ 4,00,000 - ¥ 25,000 =¥ 3,75.000
(C)  Stock Velocity given = 8 months
Cost of Goods Sold (COGS) = Sales ~GP =% 16,00,000 - ¥ 4,00,000 =¥ 12,00,00
Let *x” be the opening stock, then the closing stock = x +10,000
x+(x+10,000) 2x+10,000
=  Average stock = =
2 2
=  Average Stock = x+ 5000
COGS
—— = InventoryTurnover
AvgStock
s . 12 months
* Inventory Holding period (or) stock = =8
InventoryTurnover
12 3
Inventory Turnover = — = E =15
12,00,000
Avg. Stock= ——
155
Avg. Sock =% 8,00,000
Avg. Stock = x+5000
=  X=795000

Opening Stock =¥ 7,95,000
Closing Stock = x+10000 =X 7,95,000 + X 10,000 =X 8,05,000

Sundry creditors:

Opening Stock + Purchase — Closing Stock = COGS
7,95,000 + Purchase — 8,05,000 = 12,00,000
Purchases = 12.10,000

Creditors Velocity = 2 Months

2
Creditors = 12,10,000 x E =2,01,667

(-) Bill payable = 10,000
Sundry Creditors = = 1,91,667

) 7596941141
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(a) Working Notes:
Q. Q (1) Calculation of Sales

Fixed asset to sales = 1.3 (given)
= sales/fixed assets =3
= sales/26,00,000 =3
Sales = 3% 26,00,000
= 278,00,000
(2) Calculation of Current Assets
Fixed asset to sales = 13:11 (given)
Current assets = fixed assets x 11/13
= 26,00,000= 11/13

= %22,00,000
(3) Calculation of raw material consumption 2
Sales 78,00,000
Less: Gross profit (78,00,000x0.15) 11,70.,000
Works cost 66,30,000
Raw material consumption (20% of works cost ) (given) 13.26,000
Direct wages (10% of works cost ) (given) 6,63,000

(4) Calculation of stock of raw materials:
Stock of raw material = 3 months usage
= 13,26,000x 3/12
=33,31,500
(5) Calculation of stock of finished goods
Stock of finished goods = 6% of works cost (given)
= 66,30,000 x6/100
=33,97,800
(6) Calculation current liabilities:
Current ratio =2
= current asset/current liability = 2
=22.00,000/current liabilities = 2
Current habilities = 11,00,000
(7) Caleulation of Debtors
Average collection period = 60 days
Debtors/ Credit salesx365 = 60 days
Debtors/78.00,000x365 = (78,00,000x60)/365
=12,82.000

(8) Calculation of Long term loan:
Long term loan to current liabilities = 2:1
Long- term loan/Current liabilities = 2
Long- term loan/11,00,000 = 2
Long term loan = 2%11,00,000 = ¥22,00,000

(9) Calculation of Cash Balance 3z
Current assets 22,00,000
Less: debtors 12,82.000
Raw material 3.31.500
Finished goods stock 3.97.,800 (20.11,300)
Cash balance 1.88.700

(10) Calculation of Net worth 3
Fixed assets 26,00,000
Current assets 22,00,000
Total assets 48,00,000
Less: long term loan 22.,00,000
Current liabilities 11,00,000 33,00,000
Net worth 15,00,000

Net worth = share capital + reserves

Capital to Reserves and surplus = 1:4

Share capital = 15,00,000 *1/5 = ¥3,00,000
Reserve & surplus = 15,00,000 x4/5 = ¥12,00,000

Balance Sheet of Star Sunshine Ltd. as at 31-3-2024

Liabilities (S Assets 2
Share capital 3,00,000 | Fixed assets 26,00,000
Reserves & surplus 12,00,000 | Current assets
Long term loans 22,00,000 | Stock of raw material 3,31,500
Current liabilities 11,00,000 | Stock of finished goods 3.97.800

Debtors 12.82.000
Cash 1.88.700
48,00,000 48,00,000




Working Notes:
(i) Cumrent Rafio= Current Asseis (CA)/Cumrent Liabilities(CL) = 2.50i.e., 2.5:1.0
Working Capital =¥ 1,20,000
Current Assets / Current Liabilities = 2.5
CA=25CL
CA-CL=1,20,000
25CL-CL=1,20,000
1.5 CL=1,20,000
CL = 1,20,000
1.5
=3 80,000
CA=25CL
= 2.5 x 80,000
=¥ 2,00,000

Note:

Bank Overdraft =¥ 20,000

Other CL =T 60,000 (balancing figure)
CL =% 80,000

(i) Liquid Rafio= Quick Assets/CL (Excluding Overdraft) = 1.50i.e., 1.50:1.00
1.0 - T 60,000
1.5- 2
(1.5/1.00) = 60,000 = ¥ 90,000 (Quick Assets)
Stock = CA - Quick Assets
= 2,00,000 - 90.000 =¥ 1,10,000

(iii) Proprietary Ratio = (Fixed Assets/ Proprietary Funds) =0.75

i.e., Working capital/ Proprietary Funds  =0.25

Proprietary Funds = (1/0.25) = 1,20,000 =3 4,80,000
Less: Reserves & Surplus =% 80,000
Share Capital = ¥ 4,00,000

(iv) Fixed Assets = 4,80,000 x 0.75 = ¥ 3,60,000.

Summarized Statement of Assets and Liabilities as on 31t March, 2017

Liabilities T Assets T
Share capital 4,00,000 |Fixed Assets 3.60.000
Reserves & Surplus 80,000|Current Assets :
Current Liabilities: Stock 1,10,000
Bank Overdraft 20,000 Quick Assets 90.000 2,00,000
OtherC.L 60.000 80.000
Total 5,60,000 Total 5.60.000
Proforma Balance Sheet of the Textile Company as on ........covevveeun...
Liabilities Amount (%) Assets Amount (%)
Net Worth 13.91,304 | Fixed Assets 7,40,173
Long-Term debt 4,59.130 | Cash 4,44,869
Current debt 5,84,348 | Stock 6.80,851
Sundry Debtors 5,68,889
24,34,782 24,34,782

Working Notes:

ek it ol ol e

Q

7596941141
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Net worth =¥ 32,00,000 + 2.3=% 13,791,304

Current debt = (¥ 13,91,304/100) x 42 =% 5,84,348

Total debt = (¥ 13,91,304/100) x 75 =% 10,43,478
Long-term debt =3 10,43,478 - ¥ 5,84,348 =T 4,59,130
Fixed assets = (¥ 13,91,304/1,000) x 532 =% 7,40,173
Current assets =% 5,84,348 x 2.9 =% 16,94,609

Inventory =¥ 32,00,000 + 4.7 =¥ 6.80,851

Cash =7 16,94,609 - (X 680,851 +3 5,68,889) =T 4,44,869

GOURAV
KABRA




Working Notes and Calculations

1. Net worth = Equity Share Capital + Reserves + Surplus
= Rs.4,00,000 + Rs.6,00,000 = Rs.10,00,000
2. Total Debt/Net worth = 1% or Total Debt/Rs.10,00,000 = 4 or Total Debt = Rs.10,00,000/2
= Rs.5.00.000
3. Total of Balance Sheet (on Liabilities) = Rs.15.00.000 (after updating Working Note 2)
Therefore Total Assets = Rs.15,00,000
4. Total Assets Turn—over = Turn—over/Total Assets = Turmover/Rs.15,00,000 = 2
Or turnaver (i.e. Sales) = Rs.15,00,000 x 2 = Rs.30,00.000
5. Cost of Goods Sole [COGS) = Sales less Gross Prefit = Rs.30,00,000 less 30% thereon
= Rs.21,00.000
4. Debtors = Sales x (40/340) = Rs.30,00,000 = (40/360) = Rs.3,33,333
7. COGS/Closing Inventory = Rs.21,00,000/Closing Inventory = 3 times
= Closing Inventory = Rs.21,00,000/3 = Rs.7,00,000
8. Acid Test Ratio = Quick Assets/Quick Liabilities = (debtors + Cash)]/Current Liability
= {Rs.3.33,333 + Cash)/ Rs.5,00,000 = 0.75
. Cash =Rs. 41,667
Since there is no Bank OD in the Balance Sheet format, Quick Liabilities = Current Liabilities

Balance Sheet as on 31% March 2018
Liabilities Rs. Assets Rs.
Equity Share Capital 4,00,000 | Plant & Machinery & other Fixed Assefs 4,25,000
Reserves and Surplus 6,00,000
Total Debt: Current Assets:
Cumrent Liabilities 5,00,000 | Inventory 7,00,000
Debtors 3,33,333
Cash 41,667
Total 15,00,000 | Total 15,00.000

(i)  Current Ratio = Current Assets /Current Liabilities
=3930 lakhs /540 lakhs
=1.72
(i) Debt-Equity Ratio = Debt /Equity
=3 300 lakhs/X560 lakhs

=0.54
Working Notes:
Current Assets :
Stock =% 460 lakhs
Debtors =% 460 lakhs
Cash and Cash Equivalent = ¥ 10lgkhs

=3930 lakhs

Current Liabilities :
Short term loans =T 340 lakhs
Trade Creditors =T 150 lakhs

7596941141 GOURAV
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Other Liabilities =% 30lakhs

T 540 lakhs
Debt :
Term loan =3 300 lakhs
Equity :
Capital =% 250 lakhs
Reserves =% 280 lakhs
P&L A/c =% 30 lakhs
T 560 lakhs

Alternatively, Debt-Equity Ratio may be calculated as under:

Debt-Equity Ratio = ¥ 300 lakhs / T 540 lakhs = 0.56

Debt

Term Loan =< 300 lakhs

Equity

Capital T 250 lakhs

Reserves T 280 lakhs

P&LA/ T 30lakhs
T 560 lakhs

Less: Misc. Exp. T 20 Ickhs
T 540 lakhs

Balance Sheet As at 31st March 2019

Liabilifies Amount(T) Assets Amount(Z)
Equity Share Capital 1,00,000 | Fixed Assets 60,000
Current debt 24,000 | Cash 60,000
Long-Term Debt 36,000 | Inventory 40,000
1,60,000 1,60,000

Working Notes:
1. Total debt = 0.60 x Equity Shares = 0.40 x ¥1,00,000= ¥460,000

Current debt to total debt = 0.40, hence current debt = 0.40 x T60,000 = 324,000
2. Fixed assets = 0.60 x Equity Shares = 0.40 x Z1,00,000 = ¥ 60,000

3. Total Liabilities = Total debt + Equity Shares Capital = T60,000 + ¥1,00,000 =%1,40,000
(Assets= Liabilities+ Equity Share Capital).
Since fixed assets are 40,000, hence, current assets should be 1,00,000.

4. Total assets to turnover = 2 times: inventory turnover = 8 fimes
Hence, inventory/total assets =2/8 =1/4,

Total assets =X 1,460,000

Therefore, inventory=%1,60,000/4 =240,000,
Balance on Asset side is Cash = %1,00,000 ¥40,000 = 40,000
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