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CHAPTER

In order to complete this chapter, you should already:
 ✔ be able to complete subsidiary journals and General Ledger accounts
 ✔ prepare the Financial Statements: Income Statement, Balance Sheet and Cash 

Flow Statement
 ✔ understand IFRS and GAAP
 ✔ understand corporate governance, auditing, control and ethics of companies.

This chapter covers

On completion of this chapter, you should be able to:
 ✔ define and calculate the financial indicators pertaining to companies
 ✔ analyse and interpret the financial indicators
 ✔ apply IFRS and GAAP
 ✔ analyse published Financial Statements.

This chapter coversThis chapter covers

Revision of � nancial indicators
• Gross pro� t on sales
• Gross pro� t on cost of sales
• Net pro� t on sales
• Operating expenses on sales
• Operating pro� t on sales
• Current ratio
• Acid test ratio
• Stock turnover rate
• Stock holding period
• Average debtors collection period
• Average creditors payment period
• Solvency ratio

Introduction and coverage of 
� nancial indicators
• Debt-equity ratio
• Return on shareholders’ equity
• Return on total capital employed
• Net asset value per share
• Dividends per share
• Earnings per share
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