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1. Test a company by calculating key liquidity, safety, 

leverage, and efficiency ratios.

2. Analyze the results and learn to interpret what the 

ratios financial impact means in your business.

3. Diagnose the causes for any financial or 

management problems that results are pointing 

to.

4. Build solutions to improve your company’s health 

based on what you find.

5. Build a financial dashboard you can use in your 

company with CashFlowTool.



Copyright © 2019 Finagraph – All Rights Reserved

60-year old Paint Manufacturing Company

Spectrum

Manufacturing
Need a Line of Credit

3002575100125145175200285225K$
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Initial

Financial

Indicators

(IFI)

Balance Sheet Income Statement
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1 Trends
Initial

Financial

Indicators

(IFI)
SALES

GROSS PROFIT

OPERATING EXPENSE

NET PROFIT

Year x1 Year x2 Year x3 Year x4 Year x5

$8,100 $7,500 $7,600 $6,800 $7,100

$2,632 $2,430 $2,348 $2,142 $2,180

$2,390 $2,221 $2,151 $2,008 $2,040

$126 $47 $42 $3 $11
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2 Expense Control
Initial

Financial

Indicators

(IFI)

Sales

Gross 

Profit

In Operating Expense $ In Gross Profit $

Operating Expenses

$450K$350K

$
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3 Debt to Equity
Initial

Financial

Indicators

(IFI)

0

1

2

3

4

5

6

7

Low Risk Sweet Spot Sweet Spot Sweet Spot High Risk

Debt to Equity Ratio

Debt to Equity Ratio

80 4
20

Target should 

be 2.5 or less



Copyright © 2019 Finagraph – All Rights Reserved

3 Debt to Equity
Initial

Financial

Indicators

(IFI)

1465

2118

0

2

4

6

8

Debt to Equity Ratio

1.45
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4 EBITDA
Initial

Financial

Indicators

(IFI)

Earnings (Net Profit After Tax)

Before

Interest Paid

Taxes paid

Depreciation Paid

Amortization Paid

$9

+

$129

$2

$183

$0

EBITDA =  $323

$969

X 3LTD Capacity

- $599LTD on B/S

$370New LTD Capacity

20min

$323
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Ratio

Analysis

Worksheet

Industry

SOLVENCY RATIOS Formula Calculations Company (Target)

1. Current Current Assets

=Current Liabilities

2. Quick Cash + Accts Receivable

=Current Liabilities

SAFETY RATIO

3. Debt to Equity Total Liabilities

=Equity

2049
1.91.35

2118

739

1519 0.49 1.1

1519

1465 1.45 1.3
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Ratio

Analysis

Worksheet

Industry

PROFITABILITY RATIOS Formula Calculations Company (Target)

4. Gross Profit Margin Gross Profit 

=Sales % %

5. Net Profit Margin Net Profit Before Tax

=Sales % %

6. Return on Assets  Net Profit Before Tax

=(ROA) Total Assets % %

7. Return on Investment Net Profit Before Tax

=(ROI) Equity % %

2180

3.1

30.7 32.2

11

7100 0.15

7100

11

3592 0.31 8.1

11

1465 0.75 16.4
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Ratio

Analysis

Worksheet

Industry

ASSET MANAGEMENT RATIOS Formula Calculations Company (Target)

8. Sales to Assets Sales

=Total Assets

9. Inventory Turnover (x) Cost of Goods Sold

= X XInventory

10. Inventory (Days) 365 days 365 Days

=Inventory Turnover Days Days

7100

3592 1.98 2.3

4920

1217 4.04 5.5

4.04 90 66
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Ratio

Analysis

Worksheet

Industry

ASSET MANAGEMENT RATIOS Formula Calculations Company (Target)

11. A/R Turnover (x) Sales

=Accounts Receivable X X

12. Collection Period 365 Days 365 Days

=(Days) A/R Turnover Days Days

13. A/P Turnover (x) Cost of Goods Sold

=Accounts Payable X X

14. A/P (days) 365 days 365 Days = Days Days

Accounts Payable Turnover

7100

654 10.8 8.3

10.8 34 44

4920

750 6.56 10.8

6.56

56 34


