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Introduction
A financial plan is a written document that helps business owners to maintain financial health in a business. To start of the paper, I will start by evaluating the current financial status of a virtual public company. I will later I will name it Company Y. I will later evaluate the status and determine whether things are progressing on well or otherwise. 
Current Situation
This is the determination of where the company current stands. To understand this, a number of statements have to be made. They have been demonstrated below. 
Cash flow
This includes the financial gains that the company have received in that respective month. In this case, the company only received finances from sales and other investments. 
	Source of income
	Amount ($) June
	Amount ($) May

	Sales
	52,000
	50,000

	Investments
	11,000
	16,000

	Total Income
	63,000
	66,000



Assets
These are the materials that are owned by the company with a monetary value. They range from vehicles and other machines to chairs and tables. 
	Asset
	Worth ($) June
	Worth ($) May

	Vehicles
	300,000
	293,800

	Land
	150,150
	150,150

	Machines
	403,580
	405,460

	Other assets
	61,200
	61,200

	Total
	914,930
	910,610



Expenses
This includes the things that demands to be paid for. They are deductions from what the company already owns. 
	Expenses
	Amount ($) June
	Amount ($) May

	Electricity
	1,250
	1,200

	Property Rented
	3,000
	3,000

	Salaries
	5,000
	5,100

	Transport
	950
	975

	Investment
	2,000
	1,650

	Loans Repayments
	1,000
	1,000

	Taxes
	700
	650

	Other expenses
	1,250
	1,350

	Total expenses
	15,150
	14,925



Net Worth
After all the business financial statements have been made, all gains are added together and all the deductions are removed from it. This is generally what the company is worth. 
	
	June ($)
	May($)

	Net Worth
	962,780
	961,685



RATIOS
For a business to prosper, there has to be an analysis of the financial reports that have been witnessed in the company. In this case, we use ratios such as liquidity, solvency and profitability. 
Liquidity ratios
These ratios examines the abilities of a company to pay their liabilities in case of an emergency such as making long-term liabilities short term and vice versa. There are various subgroups that that are under liquidity ratios. They are, quick ratio, acid test ratio, current ratio, working capital, working capital ratio and times interest earned ratio (Dan COSTEA, 2009). 
Quick Ratio
Quick Ratio is also referred to as acid test ratio. This came from the method used by gold miners in the old days to test for pure gold. If it passed the acid test, it was considered pure gold. In case of failure, it was considered a basic metal of no value. Likewise, if a business’ quick ratio is too low, the business stands a chance of failing to operate. This ratio tests the capability of a company to repay due debts or liabilities using quick assets. When I talk of quick assets, these are assets that can be converted to money within a short period of time of not more than 90 days. They include short term investments, cash, market securities and bonds. The formula for calculating this is shown below. 
Quick Ratio = Quick assets / Current liabilities
For company Y, quick ratio can be calculated as shown. 
Quick Ratio = (Cash + vehicles + other assets) / (Total Expenses) where total cash is the amount of money made minus all the expenses. 
Quick ratio June = (47850 + 300000 + 61200) / 15150 = 27
Quick Ratio May = (51075 + 293800 + 61200) / 14925 =27.2077
This means that the company can comfortably pay its liabilities even if an emergency happens. This is very good for any customer as even the debtors will be comfortable working with them. 
Current Ratio
Current Ratio can also be referred to as working capital ratio. This determines if the company is able to repay short-terms deductions with what it already possesses in terms of current assets. Is the company capable of raising money to repay the debts or expenses with what they currently possess? A ratio that is over one means that they can really sell their assets and fully settle these liabilities. The formula to arrive at this ratio is shown below. 
Current Ratio = Current Assets / Current Liabilities. 
Times Interest Earned Ratio.
Sometimes, interest rates do fluctuate based on a number of things. Some businesses might not be able to withstand this. To know whether a company can withstand it, we use times interest earned ratio which can also be referred to as interest coverage ratio. In a nutshell it determines how many times a company can pay for taxes. It can be calculated as shown. 
Times interest earned ratio = Income before interests taxes / Interest. 
Solvency Ratios
Solvency ratios are very common to liquidity ratios as they also measures the ability of a company to pay its obligations. However, the main difference is that liquidity ratios focusses on the short-term obligations while solvency ratios concentrates on long-term sustainability. This therefore means that it is the ability of a company pay its long-term liabilities. They can be subdivided into three groups. They are, debt to equity, equity ratio and debt ratio (Chapter six, n.d.). 

Debt to Equity Ratio
As the name suggests, this is calculated by dividing debt with equity in a company. In layman’s language, a debt to equity ratio determines whether money comes investors or creditors. A higher ratio indicates that a lot of money comes from debtors such as banks and a lower ratio shows that a lot of money comes from investors. This can be calculated as shown below.
Debt to Equity Ratio = Liabilities / Equity. 
Equity Ratio
This ratio determines the amount of money that have been contributed by the investors. The formula is as shown below. 
Equity ratio = Total Equity / total assets
Debt Ratio
This measures the ability of the company to settle all its liabilities using its assets. They can be calculated as shown. 
Debt ratio = Total liabilities / total assets. 
Profitability Ratios
These ratios basically shows how easy or uneasy a company can make profits. There are a number of such ratios. They include, gross margin ratio, profit margin, return on assets, return on assets, return on capital employed and return on equity (Profitability Ratio Analysis, n.d.). 
Gross Margin Ratio
This ratio determines how profitable selling a certain merchandise can be. Gross margin can also be referred to as gross profit thus profit margin ratio as well. The formula to arrive at this ratio is shown below. 
Gross margin ratio = gross profit / net sales. 
Return on Assets Ratio
This measures the total income that have been produced by all the assets with a certain timeframe. In simpler words, it measures how a company can produce profits using what they already possesses in a given time. The formula below shows how we can arrive at it. 
Return on assets ratio = net income / average total assets. 
Return on Capital Employed
Return on capital deployed simply determines how a company generates profit from its own investments. In other words, it measures how a company makes profits from invests from its profits. The formula below leads to this. 
Return on Capital employed = Net operating profit / Employed capital
Return on Equity Ratio
This is a ratio that determines how effectively a company can generate profits from the investments by its shareholders. To calculate this, the following formula is key.
Return on equity ratio = Net income / shareholder’s equity.
CONCLUSION
For a business firm to remain relevant in the market, they have to consider a number of things. Can the business stand in case of an emergency? How effectively can it generate money from various stakeholders? To answer this questions, we have to seek from mathematics. In that we use a number of ratios that helps us to determine them and decide on the way forward. Such ratios have been discussed in details. Generally, they are liquidity, profitability and solvency ratios. 
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