
 ‘Business name’ 

Balance sheet 

As at (date/month/year) 

Assets Individual amount ($) Total ($) 

Current assets 
(these are highly liquid) 

Bank 
Accounts Receivable 

Inventory 

 
 

X 
X 
X 

 

Total current assets  X 

Non-current assets 
(these are less liquid and often require 

revaluation) 
PPE (Property/Plant/Equipment) 

 

X 
X 
x 

 

Total non-current assets  X 

Total Assets  Z 

Liabilities   

Current liabilities  
(these are due within the reporting period) 

-Bank overdraft 
-Accounts payable 

-Accrued wages 

 
 

X 
X 
X 

 

Total current liabilities  X 

Non-Current liabilities 
Long term and not due within the reporting 

period 
-Bank loan  

-Accrued unpaid long service leave 

 
 

X 
X 
X 

 

Total Non-current liabilities  X 



Total liabilities  Y 

Net Assets (A-L)  Z-Y 

Equity (Net assets always = Equity) 
Reserves 

Retained earnings 
Share capital  

 
X 
X 
X 

 

Total equity  X 

 

Company name 

Income statement 

For the 12 months year ended XXXX 

Income $ Total $ 

Income (Service rev & rent rev) x  

Total income  Z 

Expenses   

(INSERT EXPENSES eg: supplies, rent) x  

Total expenses  Y 

NP (net profit)  Z-Y 

 

Company name 

Statement of changes in Equity 

For y/e ending xx/x/xxxx 

 (requires NP from income statement) 

 $ $ 



Opening R/E at date X  

Net profit or loss (a.k.a retain profit) Y or (Y) for loss  

Dividends (Public companies only PTY) (D) always negative  

R/E (retained earnings) at current date  X+Y+(D) 

 

Company name 

Statement of cash Flow 

For the year ending xx/xx/xxxx 

 $ $ 

Cash from operating activities   

Recepts for customers x  

Payment to suppliers and employees 
*Note sometimes this information will be given 
separately, if so do 2 separate rows because we 

never add rows. 

(x) always negative  

Interest received x  

Interest paid (x) always negative  

Income tax (x) always negative  

Net cash from operating activities   X It’s a good sign if it’s positive  

Cash from investing activities   

Payment for equipment (x) always negative  

Proceeds from sale of land X (positive)  

Net cash from investing activities  (X) it’s a good sign if its negative!  This shows 
they are expanding 

Cash from financing activities   

Proceeds from share issue (x) always negative  

Proceeds form borrowing X positive  

Proceeds from repayments (X) negative  

Distribution paid (equity drawings) (x) always negative  



Net Cash from financing activities  (x) It’s okay if this is negative because it shows 
the business is making money and the owner is 

able to take money out. 

Net increase / decrease in cash for the year  This should be positive 

Cash at the beginning of the year  X 

Cash at the end reporting period  Net increase/decrease for the year + Cash at 
beginning of the year 

 

General analysis Trend analysis 5 Ratio anaylsis 

• provides general observations 
and identification of early 
warning signals 

-Cash received is less than cash paid  
-Net cash from operating activities is 
lower than profit after tax.  
-Proceeds of share capital are used to 
finance operating activities.  
-Inflows from investing activities are 
inconsistent.  
-Proceeds from borrowing are 
continually much greater than the 
repayment of borrowings.  
 

Compares information about an 
entity over a period of time 
 
Requires 3 years of data 
Vertical analysis: 
Everything is relative to total 
revenue of the 1st year 
Horizotanl analysis: 
Everything in the first year is set 
at 100% and all susquent year 
are expressed as a % of the 1st 
year. 

Assess the health of an entity by helping the user interpret key items 
in the financial reports 
-Done by examining changes, movements and patterns in data over a 
number of time periods.  

 
𝐶𝑎𝑠ℎ 𝑎𝑞𝑒𝑞𝑢𝑎𝑐𝑦 𝑟𝑎𝑡𝑖𝑜

=
𝑜𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑎𝑐𝑡𝑖𝑣𝑒𝑟𝑡𝑖𝑒𝑠 (𝑖𝑛𝑐𝑜𝑚𝑒)

𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑥𝑝𝑒𝑛𝑑𝑖𝑡𝑢𝑟𝑒 + 𝑑𝑖𝑣𝑖𝑑𝑒𝑛𝑑𝑠 𝑝𝑎𝑖𝑑
 

This shows a firms ability to re-invest and pay shareholders.  The 
overall answer needs to be greater than 1 for it to be alright. 
 

𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤 𝑅𝑎𝑡𝑖𝑜 =
𝑜𝑝𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑎𝑐𝑡𝑖𝑣𝑖𝑡𝑖𝑒𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑡𝑒𝑠
 

Used to asses liquidity of entity. (Cover short term debts) 
 

𝐷𝑒𝑏𝑡 𝐶𝑜𝑣𝑒𝑟𝑎𝑔𝑒 𝑟𝑎𝑡𝑖𝑜 =
𝑁𝑜𝑛 𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑖𝑙𝑖𝑡𝑖𝑒𝑠

 𝑜𝑝𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑎𝑐𝑡𝑖𝑒𝑟𝑡𝑖𝑒𝑠
 

Measures firms ability to survive in the long term and remain 
solvent. 
 

𝐶𝑎𝑠ℎ 𝐹𝑙𝑜𝑤𝑠 𝑡𝑜 𝑆𝑎𝑙𝑒𝑠 𝑟𝑎𝑡𝑖𝑜 =
𝑂𝑝𝑝𝑒𝑟𝑎𝑡𝑖𝑛𝑔 𝑎𝑐𝑡𝑖𝑣𝑒𝑟𝑡𝑖𝑒𝑠

𝑆𝑎𝑙𝑒𝑠
 x 100 

 



This tells the amount of cash flow generated per sales dollar  
tells if a firm is profitable. 
Free cash flow = opperating acctiverties – investments 
(prop/plant/equip)  
This represents free cash an entity has to pay debts, dividends & 
expand 

 

 

WHATS EBIT??  Earnings before interest & Tax 

 



 

 
- Tell you what % of the sale is profit 
-Both the numerator and denominator in profit margin ratio are sourced from 
the income statement.   
There is no ideal gross profit margin ratio because expensive items produced 
in low quantities will have a larger profit margin where as cheap mass 
production items will have a low profit margin. 

Profit margin Measure of profitability calculated as profit divided by 
sales revenue. 
Shows what % of sales revenue dollars results in earnings before 
interest and tax. 
Expense ratio A measure of profitability calculated as expenses 
divided by sales revenue. (opposite of profit margin) 
 
Cash flow to sales ratio  
This ratio measures the relative amount of cash flow generated by 
each sales revenue dollar.  
It is useful to compare this ratio with the equivalent accrual-based 
ratio –  the profit margin. 



 Before expansion After expansion 

ROA ratio 𝟕𝟒𝟎, 𝟎𝟎𝟎 (𝒑𝒓𝒐𝒇𝒊𝒕 𝒃𝒆𝒇𝒐𝒓𝒆 𝒊𝒏𝒄𝒐𝒎𝒆 𝒕𝒂𝒙) + 𝟔𝟎, 𝟎𝟎𝟎 (𝒊𝒏𝒕𝒓𝒆𝒔𝒕 𝒆𝒙𝒑𝒆𝒏𝒔𝒆)

𝟑, 𝟎𝟎𝟎, 𝟎𝟎𝟎
 

× 𝟏𝟎𝟎 = 𝟐𝟔. 𝟕% 

𝟕𝟓𝟎, 𝟎𝟎𝟎 + 𝟖𝟎, 𝟎𝟎𝟎

𝟑, 𝟔𝟎𝟎, 𝟎𝟎𝟎
 × 𝟏𝟎𝟎

= 𝟐𝟑. 𝟏% 

ROE ratio = profit aft tax/av.tot.SE 𝟓𝟏𝟖, 𝟎𝟎𝟎

𝟐, 𝟐𝟎𝟎, 𝟎𝟎𝟎
 𝑿 𝟏𝟎𝟎 = 𝟐𝟑. 𝟓% 

 

𝟓𝟐𝟓, 𝟎𝟎𝟎

𝟐, 𝟏𝟎𝟎, 𝟎𝟎𝟎
 𝑿 𝟏𝟎𝟎 = 𝟐𝟓% 

Debt to total asset ratio 𝟖𝟎𝟎, 𝟎𝟎𝟎

𝟑, 𝟎𝟎𝟎, 𝟎𝟎𝟎
 × 𝟏𝟎𝟎 = 𝟐𝟔. 𝟕% 

𝟏, 𝟒𝟎𝟎, 𝟎𝟎𝟎

𝟑, 𝟔𝟎𝟎, 𝟎𝟎𝟎
 × 𝟏𝟎𝟎 = 𝟑𝟖. 𝟗% 

Times interest earned ratio 
See page 361 
Measure no. of times an entities 
current EBIT (profit) covers the 
entities net financing. 

740k + 60k/60k = 13.3 times 
 
Total liabilities/EBIT x100 
 
EBIT/net finance costs (interest expense) = the no. times 

 

 

1st CVP analysis is the Break even analysis 

Break even is when: Revenue = Fixed cost + variable costs  resulting in zero profit. 

Break even analysis involves the ‘contribution margin analysis’  Contribution margin (CM) = Revenue – Variable cost 

To work out the:         no. units to break even =
VC

CM per unit
 

To work out the:  no. units to reach expected profit boefore tax =
FC+Expected profit

CM per unit
 

Now if an entity expresses its target profit as ‘After tax’ then the final figure needs to be converted back to ‘pre-tax’ in order to perform the CVP 

calculations. 

Pre tax =
After tax

1 − tax rate
 



 

Assets turnover ratio: Assess the efficiency of an entity at turning its assets into dollars = 
𝑆𝑎𝑙𝑒𝑠 𝑟𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑣𝑒 𝑡𝑜𝑡𝑎𝑙 𝑎𝑠𝑠𝑒𝑡𝑠
= 𝑥 𝑡𝑖𝑚𝑒𝑠 

 

 

𝑫𝒂𝒚𝒔 𝒊𝒏𝒗𝒆𝒏𝒕𝒐𝒓𝒚: 
𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

𝑐𝑜𝑠𝑡 𝑜𝑓 𝑠𝑎𝑙𝑒𝑠
 × 365 =   𝑥 𝑑𝑎𝑦𝑠 𝑖𝑡 𝑡𝑎𝑘𝑒𝑠 𝑡𝑜 𝑓𝑜𝑟 𝑎𝑙𝑙 𝑡ℎ𝑒 𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑖𝑛𝑣𝑒𝑜𝑟𝑡𝑦 𝑡𝑜 𝑏𝑒 𝑠𝑜𝑙𝑑 𝑜𝑟 ′𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟′ 

  𝑻𝒊𝒎𝒆𝒔  𝒊𝒏𝒗𝒆𝒏𝒕𝒐𝒓𝒚 𝒕′ 𝒖𝒓𝒏𝒐𝒗𝒆𝒓′ 𝐽𝑢𝑠𝑡 𝑡ℎ𝑖𝑛𝑘 𝑓𝑙𝑖𝑝𝑒𝑑 𝑑𝑎𝑦𝑠 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑤𝑖𝑡ℎ 𝑛𝑜 365′ =  𝑛𝑜. 𝑡𝑖𝑚𝑒𝑠 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 𝑡𝑢𝑟𝑛𝑠 𝑜𝑣𝑒𝑟 𝑖𝑛 𝑎 𝑦𝑒𝑎𝑟

=
𝐶𝑜𝑠𝑡 𝑜𝑓 𝑠𝑎𝑙𝑒𝑠

𝐴𝑣𝑒𝑟𝑎𝑔𝑒 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦 
 

Eg: 

Average inventory = $37,500 Cost of sales = $325,000 

325000

37500
= 8.67 𝑡𝑖𝑚𝑒𝑠 𝑎 𝑦𝑒𝑎𝑟 →

8.67

365
= 42 𝑑𝑎𝑦𝑠 𝑝𝑒𝑟 𝑡𝑢𝑟𝑛𝑜𝑣𝑒𝑟 𝑝𝑒𝑟𝑖𝑜𝑑 

Days Debtors: Shouldn’t be greater than 60days and should be compared to the previous period to assess credit managers’ performance. 

𝐴𝑐𝑐𝑜𝑢𝑛𝑡𝑠 𝑟𝑒𝑐𝑖𝑣𝑎𝑏𝑙𝑒 𝑎. 𝑘. 𝑎 𝑎𝑣𝑒𝑟𝑎𝑔𝑒 𝑡𝑟𝑎𝑑𝑒 𝑑𝑒𝑏𝑡𝑜𝑟𝑠 𝑡𝑜 𝑏𝑒 𝑚𝑜𝑟𝑒 𝑠𝑝𝑒𝑐𝑖𝑓𝑖𝑐

𝑆𝑎𝑙𝑒𝑠 𝑅𝑒𝑣𝑒𝑛𝑢𝑒
 × 365 = 𝑛𝑜. 𝑑𝑎𝑦𝑠 𝑖𝑡 𝑡𝑎𝑘𝑒𝑠 𝑓𝑜𝑟 𝑐𝑜𝑚𝑎𝑝𝑛𝑦 𝑡𝑜 𝑐𝑜𝑙𝑙𝑒𝑐𝑡 𝑡ℎ𝑒𝑖𝑟 𝑑𝑒𝑏𝑡𝑠 

Times debtors turnover : No. times debtors collect the debt turnover per year = 
𝑠𝑎𝑙𝑒𝑠 𝑟𝑒𝑣𝑒𝑛𝑢𝑒

𝐴𝑣𝑒 𝑡𝑟𝑎𝑑𝑒 𝑑𝑒𝑏𝑡𝑜𝑟𝑠
 

Current ratio: Needs to be above 1.5 

𝑁𝑜. 𝑡𝑖𝑚𝑒𝑠 𝑎 𝑐𝑜𝑚𝑎𝑝𝑛𝑦 𝑐𝑎𝑛 𝑝𝑎𝑦 𝑡ℎ𝑒𝑖𝑟 𝑑𝑒𝑏𝑡𝑠 (𝑐𝑢𝑟𝑟𝑒𝑛𝑡 𝑟𝑎𝑡𝑖𝑜) =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑙𝑖𝑡𝑖𝑒𝑠
 



Quick ratio = this is a more accurate test of the current ratio, it is identical just minus the inventory because  the inventory is not that current.  This should 

be above 0.8  

𝑁𝑜. 𝑡𝑖𝑚𝑒𝑠 𝑎 𝑐𝑜𝑚𝑎𝑝𝑛𝑦 𝑐𝑎𝑛 𝑝𝑎𝑦 𝑡ℎ𝑒𝑖𝑟 𝑑𝑒𝑏𝑡𝑠 𝑖𝑛 𝑡ℎ𝑒 𝑠ℎ𝑜𝑟𝑡 𝑡𝑒𝑟𝑚 =
𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑎𝑠𝑠𝑒𝑡𝑠 − 𝑖𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑦

𝐶𝑢𝑟𝑟𝑒𝑛𝑡 𝑙𝑖𝑎𝑏𝑖𝑙𝑖𝑒𝑡𝑠 
 

Other important non-financial ratios: 

-The number of times a customer has been turned down due to insufficient stock 

-Staff turnover ratio & absentee ratio (tells you if the pace is an enjoyable environment) 

-Product return ratio (tells you about the quality and satisfaction of your products) 

See page 400 for a summary of all ratios!! 

 

 



 

Working out: 

September receipts = 30% of July / 50% August / 20% September 

$33,300 + $47,500 + $19400 = $100,200 

October receipts = 30% August / 50% September / 20% October 

$28,500 + $48,500 + $21,000 = $98,000 

November receipts = 30% September / 50% October / 20% November 

 29,100 + 52500 + 19,000 = $100,600 

 

 



 

 

 

 

 

 

 

 

 

 

 



 

Monthly Cash Budget 



 


