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Understanding Attaché ClearView
Financial Ratios

Overview
Access to timely and relevant business intelligence is one of the key drivers for
businesses adopting higher level accounting software. In the main, managers are
eager to have instant access to key performance indicators (KPIs) which give a
snapshot of the business performance at a given point in time.

While this instant feedback is not a substitute for detailed financial reports, it is
an important indicator of trends and general business health and can point to
future problems long before the official financial statements are prepared and
presented to management.

With the Attaché ClearView visual dashboard, managers and business owners
can quickly scan a number of key gauges to instantly read the health of the
business and initiate appropriate remedial measures to correct the problem
before it becomes critical.

Setting up financial ratio sets in Attaché
As the Attaché ClearView financial ratios gadgets draw information directly
from the Attaché Accounts General Ledger masterfiles, you need to create
financial ratio sets within Attaché to tell ClearView where to find the data.

You must set up at least one default financial ratio set to allow ClearView users
to access general ledger data. However, if you have structured your chart to
reflect different responsibilities or different cost centres, you can establish
separate financial ratio sets for each department or cost centre.

To set up financial ratio sets in Attaché:

1 Choose Setups | General Ledger | Financial Ratio Sets | Maintain.

2 Enter a financial ratio set code. The code can be up to 3 characters in length
and should be designed to help you readily identify the purpose of the set
being created.

3 Give your financial ratio set a name which will assist users in identifying the
part of the general ledger chart which is reported in this set.

4 Complete the Profit & Loss Accounts mapping by identifying which general
ledger account codes from your chart store the information required for the
various ratios. For example, enter the code for the Profit and Loss account
used to record the total cost of acquiring goods and services for sale, beside
the Cost of Sales (COGS) label.
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5 Complete the Balance Sheet Accounts mapping by identifying which general
ledger account codes from your chart store the information required in the
various ratios. For example, enter the code for the Balance Sheet account
used to record the value of stock on hand, beside the Stock label.

6 Page Down to enter your desired Key Performance Indicators (KPIs) for each
of the four operating ratios – Debtors Days, Creditor Days, Stock Turn Days
and Operating Cycle Days. These values are entered in days. In most cases
the lower the number of days the more efficiently you are processing debtors,
creditors and stock.

You might find the following explanations helpful in creating your financial
ratio sets:

Total Operating Revenue (Sales)
This is also known as net sales and is made up of normal sales + other sales less
expenses incurred in obtaining those sales (for example, discount given, freight
or handling charges).

Credit Sales / Sales

This is usually a total of credit sales less cash sales, but can be simply sales
excluding other non-normal sales.

Credit Purchases / Purchases
This is usually the total of all credit purchases excluding cash purchases and
reflects all dealings with creditors.

Total Revenue
This is gross profit plus other income.

This sample financial ratio set uses the Chart of Accounts from the Attaché [SAMPLE
DATA] company.

Note
For definitions of the
standard accounting ratios
displayed via the ClearView
general ledger dashboard,
and details of how each
ratio is calculated, see
pages 6 — 11.
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Setting up Attaché ClearView user options
You also need to set up user options in Attaché to tell ClearView which
financial ratio set each user wishes to display.

To set up ClearView user options:

1 Choose Setups | Company | Options | User Options.

2 Type the user name or choose Find (F2) to locate the required user.

3 Tick Launch ClearView on open if the user wishes ClearView to launch
when this company is opened.

4 In the Primary FR Set Code field, choose a financial ratio set from the list
created in Financial Ratio Set Maintenance. This set of general ledger codes
will be used to populate the gadgets on the ClearView General Ledger
pages.

Repeat these steps for each user, in each ClearView company.

Note
Leave Comparative FR Set Code blank. This feature is for a future
enhancement to ClearView dashboards.
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Attaché ClearView general ledger
dashboard
The Attaché ClearView general ledger dashboard provides users with controlled
access to general ledger and Accounts details in an easy-to-see graphical format.
The dashboard consists of six pages with up to six gadgets on each page.

The Overview page which is displayed on start-up presents a quick business
health check in one easy-to-read screen. As you click through the pages you will
see that your general ledger is analysed using a series of 15 standard accounting
ratios designed to give you a clearer view of your current financial situation.
Each of the ratios is displayed under an appropriate heading, such as Operating
Ratios, Profitability Ratios, Liquidity Ratios and Efficiency Ratios. See below
for more information on these ratios and how they are calculated.

Operating ratios

Trade Debtors Days
This ratio indicates your level of outstanding accounts receivable and measures
how quickly you are collecting outstanding debts from customers. There is
general agreement among financial advisors that the faster a company collects
its receivables, the better. The sooner customers pay their bills, the sooner a
company can put the cash in the bank, pay down debt, or start making new
products. There is also a smaller chance of losing money to delinquent accounts.

Formula:
Trade Debtors (Days) = Debtors / (Credit Sales/365)
Trade Debtors Ratio = Credit Sales / Debtors

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Credit Sales / Sales 11125 $35,109.50 $46,420.50 $186,591.00 $463,487.00 $44,200.00
Annual Credit Sales /
Sales

11125 $35,109.50 x12 $46,420.50 x12 $186,591.00 $463,487.00 $44,200.00 x12

Average Debtors 84100 $100,880.31 $98,510.67 $98,510.67 $9,738.69 $0.00
Trade Debtors (Days) 87.40 64.55 7.67
Trade Debtors Ratio 4.18 5.65 47.59

Trade Creditors Days
Similarly, this ratio measures how quickly you are paying your accounts. If this
ratio, measured in days, is high it could lead to a breach of your suppliers ‘trade
terms’.

Formula:
Trade Creditors (Days) = Average Creditors / (Annual Credit Purchases/365)
Trade Creditors Ratio = Annual Credit Purchases / Average Creditors

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Credit Purchases / 12200 $22,140.86 $27,895.71 $99,876.00 $301,867.58 $0.00
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Purchases
Annual Credit Purchases 12200 $22,140.86 x12 $27,895.71 x12 $99,876.00 $301,867.58 $0.00
Average Creditors 85300 $47,454.73 $84,115.10 $84,115.10 $17,723.03 $0.00
Trade Creditors (Days) 65.19 91.72 21.43
Trade Creditors Ratio 5.60 3.98 17.03

Stock Turn (Days)
This is a very important ratio and shows how quickly you are converting stock
into sales. Most financial advisors would suggest that a good stock turn ratio is 4
(turning over stock every 3 months) but averages vary depending on the
industry. Stock turn, measured in days, will be high if you are carrying excess
stock or redundant stock.

Formula:
Stock Turn Days = Average Stock / (Annual Cost of Sales/365)
Stock Turn Ratio = Annual Cost of Sales / Average Stock

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Cost of Sales 12999 $22,141.23 $26,922.33 $98,902.69 $301,883.15 $24,000.00
Annual Cost of Sales 12999 $22,141.23 x12 $26,922.33 x12 $98,902.69 $301,883.15 $24,000.00
Average Stock 84200 $35,417.29 $30,907.10 $30,907.10 $23,070.33 $0.00
Stock Turn (Days) 48.65 34.92 27.89
Stock Turn Ratio 7.50 10.45 13.09

Operating Cycle (Days)
This ratio shows how efficiently you are converting stock purchases into sales
through to trade debtors then to cash in the bank and finally pay creditors. The
quicker the turn-around, the more efficiently you are converting stock into cash-
flow. A short operating cycle is optimal for cash flow and profitability as there is
less chance of obsolescent and slow moving stock accumulating and similarly
fewer bad debts, resulting in funds being more readily available to deposit and
pay trade creditors. The ratio is determined by the number of days that stock is
held plus the number of days required to collect the debt.

Formula:
Operating Cycle (Days) = Stock/(Cost of Sales/365) + Debtors/(Credit Sales/365)

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Cost of Sales 12999 $22,141.23 $26,922.33 $98,902.69 $301,883.15 $24,000.00
Annual Cost of Sales 12999 $22,141.23 x12 $26,922.33 x12 $98,902.69 $301,883.15 $24,000.00 x12
Average Stock 84200 $35,417.29 $30,907.10 $30,907.10 $23,070.33 $0.00
Credit Sales / Sales 11125 $35,109.50 $46,420.50 $186,591.00 $463,487.00 $44,200.00
Annual Credit Sales /
Sales

11125 $35,109.50 x12 $46,420.50 x12 $186,591.00 $463,487.00 $44,200.00 x12

Debtors 84100 $100,880.31 $98,510.67 $98,510.67 $9,738.69 $0.00
Operating Cycle (Days) 136.05 99.47 35.56

Sample calculation
Average Stock — $35,417.29
Annual Cost of Sales — $22,141.23 * 12
Average Debtors — $100,880.31
Annual Credit Sales — $35,109.50 * 12
Calculation — $35,417.29/($265,694.76/365) +$100,880.31/($421,314/365)
Days — 48.65 + 87.40
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Profitability ratios

Gross Profit Margin (%)
Your Gross Profit Margin measures your trading profit before expenses are paid
and indicates whether your mark-up is adequate. This ratio, in most businesses,
is greater than 33%. Each industry has averages which can be used as a
benchmark.

Formula:
Gross Profit Margin (%) = Gross Profit / Total Operating Revenue x 100
Gross Profit Ratio = Gross Profit / Total Operating Revenue

Example:
Variable Acc. Previous 1-Current 2-YTD 3-Last Year Budget
Total Operating Revenue 11999 $35,109.50 $46,420.50 $186,591.00 $463,487.00 $44,200.00
Cost of Sales (COGS) 12999 $22,141.23 $26,922.33 $98,902.69 $301,883.15 $24,000.00
Gross Profit $12,968.27 $19,498.17 $87,688.31 $161,603.85
Gross Profit Margin (%) 42.00% 46.99% 34.87%
Gross Profit Ratio 0.42 0.47 0.35

Sample calculation (Current Period):
Gross Profit – $19,498.17
Total Operating Revenue – $46,420.50
Calculation – $19,498.17/$46,420.50 x 100
Margin – 42.00%

Sample calculation (Current Period):
Gross Profit – $19,498.17
Total Operating Revenue – $46,420.50
Calculation – $19,498.17/$46,420.50
Ratio – .42:1

Operating Profit Margin (%)
This ratio measures your net trading profit. For a small business this percentage
should always be more than 10% which means that after expenses, the profit
should be more than ten cents from each dollar of sales.

Formula:
Operating Profit Margin (%) = Operating Profit / Total Operating Revenue x 100
Operating Profit Ratio = Gross Profit / Total Operating Revenue

Example:
Variable Acc. Previous 1-Current 2-YTD 3-Last Year Budget
Total Operating Revenue 11999 $35,109.50 $46,420.50 $186,591.00 $463,487.00 $44,200.00
Cost of Sales (COGS) 12999 $22,141.23 $26,922.33 $98,902.69 $301,883.15 $24,000.00
Gross Profit $12,968.27 $19,498.17 $87,688.31 $161,603.85 $20,200.00
Operating Expenses 17999 $100.00 $100.00 $200.00 $45,680.00 $0.00
Operating Profit $12,868.27 $19,398.17 $87,488.31 $115,923.85 $20,200.00
Operating Profit Mar. (%) 36.65% 41.79% 46.89% 25.01% 45.70%
Operating Profit Ratio 0.37 0.42 0.47 0.25 0.46

Net Profit Margin (%)
This ratio shows your net profit margin prior to deducting interest on borrowings
and income tax.
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Formula:
Net Profit (%) = Net Profit / Total Revenue x 100
Net Profit Ratio = Net Profit / Total Revenue

Example:
Variable Acc. Previous 1-Current 2-YTD 3-Last Year Budget
Operating Profit $12,868.27 $19,398.17 $87,488.31 $115,923.85 $20,200.00
Other Income 14600 $11,702.21 $555.12 $6,784.38 $15,898.53 $14,000.00
Net Profit $24,570.48 $19,953.29 $94,272.69 $131,822.38 $34,200.00
Net Profit Margin (%) 42.48% 48.75% 27.50%
Net Profit Ratio 0.42 0.49 0.27

Liquidity ratios

Current Ratio
Current assets should be twice the value of current liabilities, hence the ratio
should be greater than 2, for the business to be in a good liquid position and able
to meet all future commitments.

Formula:
Current Ratio = Current Assets / Current Liabilities

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Current Assets 84900 $450,150.84 $517,133.83 $517,133.83 $178,952.09 $0.00
Current Liabilities 85900 $232,601.54 $280,929.42 $280,929.42 $24,732.06 $0.00
Current Ratio 1.94 1.84 1.84 7.24

Acid Test (Quick Test)
As it compares current assets less stock to current liabilities, if this ratio is
greater than 1, it indicates that the business is in a good position. By excluding
inventories it concentrates on the really liquid assets, with value that is fairly
certain. It helps answer the question: “If all sales revenues should disappear,
could my business meet its current obligations with the readily convertible
‘quick’ funds on hand?”.

Formula:
Acid Test = (Current Assets – Stock) / Current Liabilities

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Current Assets 84900 $450,150.84 $517,133.83 $517,133.83 $178,952.09 $0.00
Stock 84200 $35,417.29 $30,907.10 $30,907.10 $23,070.33 $0.00
Current Liabilities 85900 $232,601.54 $280,929.42 $280,929.42 $24,732.06 $0.00
Current Ratio 1.78 1.73 1.73 6.30

Gearing Ratio
This accounting management ratio measures your longer-term borrowings as
against the equity in your business. Your equity should be greater than these
borrowings. Borrowings may increase, depending on your circumstances, but
they need to be managed very carefully to ensure that repayments can be made
on due dates or renegotiated on favourable terms.

Formula:
Gearing Ratio = Long Term Liabilities / Owners Equity



Understanding Attaché ClearView Financial Ratios 10
A001004.02 April 2013

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Long Term Liabilities 86200 $80,000.00 $80,000.00 $80,000.00 $80,000.00 $0.00
Owners Equity 87900 $346,236.06 $364,891.18 $364,891.18 $282,906.80 $0.00
Gearing Ratio 0.23 0.22 0.22 0.28

Debt to Equity Ratio
The debt ratio gives an indication of the level of debt to equity. The right level
of debt for a business depends on many factors.

Formula:
Debt to Equity = Total Liabilities / Owners Equity

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Total Liabilities 86999 $312,601.54 $360,929.42 $360,929.42 $104,732.06 $0.00
Owners Equity 87900 $346,236.06 $364,891.18 $364,891.18 $282,906.80 $0.00
Debt to Equity Ratio 0.99 0.99 0.99 0.37

Efficiency ratios

Asset Turnover Ratio
This accounting management ratio shows how efficiently your total assets are
being utilised by the business. If the ratio is less than 1, you will need to analyse
your assets to ensure that you have not invested too heavily in non-productive
assets.

Formula:
Asset Turnover = Annual Revenue / Total Assets

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Total Revenue 14999 $11,702.21 $18,555.12 $81,784.38 $150,898.53 $44,200.00
Annual Revenue 14999 $11,702.21 x12 $18,555.12 x12 $81,784.38 $150,898.53 $44,200.00
Total Assets 84999 $658,837.60 $725,820.60 $725,820.60 $387,638.86 $0.00
Asset Turnover Ratio 0.21 0.31 0.11 0.39

Return on Asset Ratio
The return on assets ratio indicates how effectively the assets of your business
are working to generate profit.

Formula:
Return on Assets = Net Profit / Total Assets

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Net Profit $24,570.48 $19,953.29 $94,272.69 $223,182.38 $58,200.00
Annual Net Profit $24,570.48 x12 $19,953.29 x12 $94,272.69 $223,182.38 $58,200.00
Total Assets 84999 $658,837.60 $725,820.60 $725,820.60 $387,638.86 $0.00
Return on Assets
Ratio

0.45 0.33 0.13 0.58

Return on Equity (ROE)
The most common measure of profitability is Return on Equity (ROE). The
ROE looks at net profit/total equity as a measure of the financial return being
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generated by a company’s assets. Generally, a target ROE is set based on a risk
adjusted target rate of return, set using a capital asset pricing model, or similar.

Formula:
ROE = Net Profit / Owners Equity

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Net Profit $24,570.48 $19,953.29 $94,272.69 $223,182.38 $58,200.00
Annual Net Profit $24,570.48 x 12 $19,953.29 x 12 $94,272.69 $223,182.38 $58,200.00
Owners Equity 87900 $346,236.06 $364,891.18 $364,891.18 $282,906.80 $0.00
Return on Equity
Ratio (ROE)

0.85 0.66 0.26 0.79

Working Capital per Dollar of Sales
To find the approximate amount of working capital a company should have, you
should look at "working capital per dollar of sales."  In other words, you are
going to have to compare the amount of working capital on the balance sheet to
the total sales.

Formula:
Working Capital / Dollar of Sales = Working Capital / Total Operating Revenue

Example:
Variable Acc. 1-Previous Current YTD 2-Last Year Budget
Current Assets 84900 $450,150.84 $517,133.83 $517,133.83 $178,952.09 $0.00
Current Liabilities 85900 $232,601.54 $280,929.42 $280,929.42 $24,732.06 $0.00
Working Capital $217,549.29 $236,204.41 $236,204.41 $154,220.03
Total Revenue 14999 $11,702.21 $18,555.12 $81,784.38 $150,898.53 $44,200.00
Annual Revenue $11,702.21 x12 $18,555.12 x12 $81,784.38 $150,898.53 $44,200.00
Working Capital per
Dollar of  Sales

1.55 1.06 2.89 1.02


