Running Head: Unit 1 Individual Project		1

Unit 1 Individual Project		2






[bookmark: _GoBack]Unit 1 Individual Project
Kristin Holland
Colorado Technical University










	

	



	The year-end statements have been prepared and analyzed by using profitability, liquid, and solvency ratios.  Profitability ratios help measure the bottom line and the return to its investors (Peavler, 2017).  Below you will find the calculations for profit margin, return on assets and earnings per share which will allow you to see a quick overview of the company’s performance this past fiscal year.
Profit Margin (Net Income/ Revenue) 
130,740/215,800 = 60%
Return on Assets (Net Income/Assets /2). 
130,740/ (300,000/2) = 0.87
Earnings per Share (Net Income/Outstanding Shares)
130,740/400,000 = 0.32 
Liquid Ratios measure the ability of a company to pay its debt obligations.  The three margins prepared below are the quick ratio, current ratio and interest ratio.  All of these help to provide an overview of the ability the company has to pay its debt.  
Acid Test Quick Ratio ((Cash – Inventory and Pre-paid) / Current Liabilities 
(358,931 + 60,500) /223,591 = 1.87
Quick Ratio (Cash+ Marketable Securities + A/R/ Current Liabilities)
(358,931 + 60,500) /223,591 = 1.87

Current Ratio (Current Assets/Current Liabilities)
455,331/223,591 = 2.04
	Solvency ratios measure the company’s ability to meet its long-term obligations (Peavler, 2017).  Below are two solvency ratios that help to evaluate a company’s ability to meet their long-term obligations.
Debt to Equity Ratio (Total Liabilities / Shareholders Equity)
223,591 / 526,740 = 0.42
Debt Ratio (Total Liabilities / Total Assets)
223,591 / 455,331 = 0.49
	Based on these results we are able to see that the company is currently running efficiently based on the profitability ratios and a high profit margin.  The liquid ratios indicate that since the ratios are higher than 1 the results are positive (Acid Test Ratios, 2017).  The findings of our solvency ratios are also an indicator of being ok.  Debt to equity should be .4 or lower (Jan R. Williams, 2008) and the results indicate a .4 for this closing year.  Debt to equity and the company’s solvency should be a focus on the next year to ensure we do not exceed the .4 and work to decrease it.
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