
 

 

 

 

TONGA SCHOOL CERTIFICATE 

ACCOUNTING  

    

    FORMULAE FOR RATIO ANALYSIS 

   Formulae for Analysis of Financial Information 

 Mark Up Percentage     
Gross Profit

Cost of Sales
  x  

100

1
 

 

 Gross Profit Percentage    
Gross Profit

Net Sales
  x  

100

1
 

 

 Expenses Percentage     
Expenses

Net Sales
  x  

100

1
 

 

 Net Profit Percentage     
Net Profit

Net Sales
  x  

100

1
 

 

 Return on Owners Equity    
Net Profit

Average Owners Equity
  x  

100

1
 

 

 Return on Average Total Assets   
Net Profit

Average Total Assets
  x  

100

1
 

 

 Working Capital Amount    Current Assets  -  Current Liabilities 

 

 Current Ratio      
Current Assets

Current Liabilities
  

 

 Liquid Ratio      

Current Assets−
(𝐼𝑛𝑣𝑒𝑛𝑡𝑜𝑟𝑖𝑒𝑠  𝑃𝑟𝑒𝑝𝑎𝑦𝑚𝑒𝑛𝑡𝑠)

Current Liabilities−
(𝑆𝑒𝑐𝑢𝑟𝑒𝑑 𝐵𝑎𝑛𝑘 𝑂𝑣𝑒𝑟𝑑𝑟𝑎𝑓𝑡)

  

 

 Equity Ratio      
Owners Equity

Total Assets
   

 

 Debt Ratio      
Total Liabilities

Total Assets
   

 

 Inventory Turnover     
Cost of Goods Sold

Average Inventories
   

 

 Accounts Receivable Collection Period  
Average Accounts Receivable

Net Credit Sales
     x      

365

1
 

 


