Problem no.03.
Following is the Trading and Profit & Loss Account of Sagar co.Ltd. for the year ended 31st March 2021 and Balance Sheet as on the date.

Balance Sheet as on 31st March 2021

	Liabilities
	Rs.
	Assets
	Rs.

	200000 Equity  share of Rs.5 each.
	1000000
	Land & Building
	700000

	General Reserve
	400000
	Plant & Machinery
	500000

	Profit & Loss A/C
	400000
	Stock
	600000

	8% Debenture
	200000
	Sundry Debtors
	400000

	Sundry Creditors
	400000
	Cash at Bank
	200000

	
	
	
	

	
	2400000
	
	2400000




Trading and Profit & Loss Account for the year ended 31st March 2021

	Particulars
	Rs
	Particulars
	Rs

	To Opening Stock 
	200000
	By Sales 
	3200000

	To Purchases 
	1600000
	By Closing Stock 
	400000

	
	
	
	

	To Gross Profit
	1800000
	
	

	
	3600000
	
	3600000

	To Office and Administrative expenses 
	400000
	By Gross Profit b/d
	1800000

	To Selling and Distribution                    expenses
	200000
	By Profit on sales of assets 
	50000

	To Other expenses
	50000
	
	

	To Net Profit
	1200000
	
	

	Total
	1850000
	Total
	1850000



         Calculate the following Ratios 
        i) Current Ratio   ii) Liquid Ratio   iii) Debt-Equity Ratio  iv ) Operating Ratio  









 Solution:-
                                     Current   Assets 
I ) Current Ratio   =   ----------------   
                                   Current  Liabilities

                                    1200000 
      Current Ratio   =   -----------  = 3:1 
                                  400000 
      Current   Assets = Stock + Sundry Debtors + Cash at Bank
                               = 600000+ 400000+200000 =1200000
      Current  Liabilities = Sundry Creditors = 400000


                                  Liquid  Assets 
II ) Liquid Ratio   =   ----------------   
                                  Liquid Liabilities


                                  Current   Assets - Stock
      Liquid Ratio   =   ----------------------------   
                                Current Liabilities-Bank overdraft 

                                  600000
      Liquid Ratio   =   ------------ = 1.5:1 
                                400000




                                               Total Debt 
III) Debt-Equity Ratio =       ----------------   
                                               Net Worth 


                                                200000
        Debt-Equity Ratio =       -------------   = 1:9
                                               1800000

Total Debt = 8% Debenture = 200000

Net Worth = Equity share Capital + General Reserve + Profit & Loss A/C
                  = 1000000+400000+400000= 1800000

                                      Cost of goods sold + Operating expenses
IV) Operating Ratio   =   ----------------   X 100
                                           Net Sales 


                                      1400000 +  650000
       Operating Ratio   =   ----------------   X 100 = 41.64% 
                                           3200000


Cost of goods sold = Opening Stock +  Purchases - Closing Stock
                              = 200000+1600000-400000= 1400000

Operating expenses = Office and Administrative expenses + Selling and Distribution                                 expenses + Other expenses
                                 = 400000+200000+50000=650000




Problem no.04


Following is the  Balance Sheet of Mahindra Ltd. as on 31st March 2021 .

	Liabilities
	Rs.
	Assets
	Rs.

	Equity  share capital
	1000000
	Plant & Machinery
	500000

	General Reserve
	400000
	Furniture
	700000

	Profit & Loss A/C
	400000
	Stock
	600000

	10% Debenture
	200000
	Sundry Debtors
	200000

	Bank Overdraft
	75000
	Bills Receivables 
	200000

	Bills Payable
	25000
	Cash at Bank
	200000

	Sundry Creditors
	150000
	
	

	Provision for tax 
	150000
	
	

	
	2400000
	
	2400000



 Sales for the years Rs. 32,00000, Average Stock in hand Rs. 3,00000,Gross profit Rs. 18,00000
Compute the following accounting Ratios:-
i) Current Ratio   ii) Liquid Ratio   iii) Proprietary Ratio   iv) Stock Turnover  Ratio

                                  




                                   Current   Assets 
I ) Current Ratio   =   ---------------------   
                                   Current  Liabilities

                                     1200000 Current   Assets 
    Current Ratio   =   -----------------------                     = 3 : 1 
                                   400000 Current  Liabilities



                                    Current   Assets - Stock
II) Liquid Ratio   =   ------------------------------   
                                   Current  Liabilities- Bank Overdraft

                                    600000
        Liquid Ratio   =   ------------- = 1.84 :1 
                                   325000



                                             Proprietary  Fund 
III ) Proprietary Ratio   =     ----------------   
                                              Total  Assets


                                            1800000
       Proprietary Ratio   =     ----------------   3:4
                                              2400000

Proprietary  Fund = Equity  share capital+ General Reserve+ Profit & Loss A/C
                              = 1000000+400000+400000=1800000

                                               Cost of goods sold 
IV) Stock Turnover Ratio =     ----------------          
                                                Average Inventory 

                                                1400000 
      Stock Turnover Ratio =     ----------- = 4.66    
                                                300000

      Cost of goods sold = Sales - Gross Profit
                                     = 3200000-1800000 = 1400000
