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Questions 1
(a) Profit and loss:

Sales                                             £826.650
Cost of sales                                £578.650
Grass Profit                                 £248.000


Distribution Cost                          ( £280.000)
Administrativ Expenses              ( £30.000)
Director Remuneration               ( £5.000)
Operating Profit                              £ 185.000
Interest paid                                    £ 2.000
Profit and loss before taxation    £ 183.000
Taxation                                            £ 36.600
Profit for the year                           £ 146.400



Questions 2
(a)
1.ROCE - Return on capital employed
ROCE = Earnings Before Interest and Taxes (EBIT) / Capital employed​ 
Capital employed =Total assets−Current liabilities = Equity + Noncurrent liabilities​

2020   ROCE = 805 / (3088+4137) = 0.1114; ROCE = 11.14%
2019  ROCE = 699 / (2912+4129) = 0.9993; ROCE = 9.93%

Interpretare – procentul a crescut in 2020 fata de 2019 cu 1.21%

Return on Capital Employed (ROCE)
Capital employed is primarily used by analysts to determine the return on capital employed (ROCE). Like return on assets (ROA), investors use ROCE to get an approximation for what their return might be in the future. Return on capital employed (ROCE) is thought of as a profitability ratio. It compares net operating profit to capital employed and tells investors how much each dollar of earnings is generated with each dollar of capital employed.
Some analysts prefer return on capital employed over return on equity and return on assets since it takes long-term financing into consideration, and is a better gauge for the performance or profitability of the company over a longer period of time.
A higher return on capital employed suggests a more efficient company, at least in terms of capital employment. A higher number may also be indicative of a company with a lot of cash on hand since cash is included in total assets. As a result, high levels of cash can sometimes skew this metric.
Return on capital employed is calculated by dividing net operating profit, or earnings before interest and taxes (EBIT), by employed capital. Another way to calculate it is by dividing earnings before interest and taxes by the difference between total assets and current liabilities.




2.ROE – Return on Equity

ROE is considered a measure of a corporation's profitability in relation to stockholders’ equity.
ROE = Net Income / Average shareholders' equity
Net income is calculated before dividends paid to common shareholders and after dividends to preferred shareholders and interest to lenders.
Net income is the amount of income, net expenses, and taxes that a company generates for a given period. Average shareholders' equity is calculated by adding equity at the beginning of the period. The beginning and end of the period should coincide with the period during which the net income is earned.
2020  ROE = (805-189) / (3088+255) = 616/3343= 0.1843; ROE = 18.43%
2019 E = (699-173) / (2912+242) = 526/3154= 0.1668; ROE = 16.68%


3.Earnings per share (EPS)
ESP = Net Income − Preferred Dividends / End-of-Period Common Shares Outstanding 
Earnings per share value is calculated as net income (also known as profits or earnings) divided by available shares. A more refined calculation adjusts the numerator and denominator for shares that could be created through options, convertible debt, or warrants. The numerator of the equation is also more relevant if it is adjusted for continuing operations.
To calculate a company's EPS, the balance sheet and income statement are used to find the period-end number of common shares, dividends paid on preferred stock (if any), and the net income or earnings. It is more accurate to use a weighted average number of common shares over the reporting term because the number of shares can change over time.
2020  ESP = 431 / (1071+300) = 431/1371= 0.3144; ESP = 31.44%
2019 P = 366 / (1071+300) = 366/1371= 0.2670; ESP = 26.70%






4.Net profit margin
Net profit margin = (R−COGS−E−I−T) / R * 100
Net profit margin = Net income/ R * 100
where: R – Revenue; COGS - The cost of goods sold; E - Operating and other expenses; I – Interest; T-Taxes​
2020  Net profit margin = 431/ 6738 * 100 = 6.40 %
2019  Net profit margin = 366/ 6441 * 100 = 5.68 %
Net profit margin is one of the most important indicators of a company's financial health. By tracking increases and decreases in its net profit margin, a company can assess whether current practices are working and forecast profits based on revenues. Because companies express net profit margin as a percentage rather than a dollar amount, it is possible to compare the profitability of two or more businesses regardless of size.
Investors can assess if a company's management is generating enough profit from its sales and whether operating costs and overhead costs are being contained. For example, a company can have growing revenue, but if its operating costs are increasing at a faster rate than revenue, its net profit margin will shrink. Ideally, investors want to see a track record of expanding margins, meaning that the net profit margin is rising over time.

5.Asset turnover
Asset turnover = Total Sales / ((Beginning Assets+Ending Assets)/2)
 ​where:
Total Sales=Annual sales total;
Beginning Assets=Assets at start of year;
Ending Assets=Assets at end of year​

The asset turnover ratio measures the value of a company's sales or revenues relative to the value of its assets. The asset turnover ratio can be used as an indicator of the efficiency with which a company is using its assets to generate revenue.
The higher the asset turnover ratio, the more efficient a company is at generating revenue from its assets. Conversely, if a company has a low asset turnover ratio, it indicates it is not efficiently using its assets to generate sales.
2020 Asset turnover = 6738 / ((10087+9736)/2) = 6738/9912 = 0.6798
6. Stock holding days
 
The inventory holding period shows the number of days on average that a business holds inventory. To calculate the inventory holding period we divide inventory by cost of sales and multiply the answer by 365 for the holding period in days, or by 12 for the holding period in months.

1. Stock holding days = 708/3235 *365 = 80
1. Stock holding days = 659/3096 *365 = 78


7.Debtors collection period
 The period, on average, that a business takes to collect the money owed to it by its trade debtors. ... The debtor collection period ratio is calculated by dividing the amount owed by trade debtors by the annual sales on credit and multiplying by 365.
1. Debtors collection period= 583/1249 *365 = 170
2019         Debtors collection period = 655/1287 *365 = 186

8.Current ratio
The current ratio is a liquidity ratio that measures a company's ability to pay short-term obligations or those due within one year. It tells investors and analysts how a company can maximize the current assets on its balance sheet to satisfy its current debt and other payables.
Current Ratio = Current assets / Current liabilities ​​
2020 Current Ratio = 2303 / 2511 = 0.92
2019 Current Ratio = 2355 / 3046 = 0.77
 Interpreting the Current Ratio
A ratio under 1.00 indicates that the company’s debts due in a year or less are greater than its assets—cash or other short-term assets expected to be converted to cash within a year or less.











9.Gearing ratio
 Gearing ratios are financial ratios that compare some form of owner's equity (or capital) to debt, or funds borrowed by the company. Gearing is a measurement of the entity’s financial leverage, which demonstrates the degree to which a firm's activities are funded by shareholders' funds versus creditors' funds.

Debt-to-Equity Ratio= Total Debt​​/Total Equity 
Times Interest Earned*= EBIT /Total Interest ​
 Equity Ratio= Equity /Assets 
  Debt Ratio= Total Debt/​​/Total Assets 










10.Invertor cover

The Interest Coverage Ratio (ICR) is a financial ratio that is used to determine how well a company can pay the interest on its outstanding debts. 
The ICR is commonly used by lenders, creditors, and investors to determine the riskiness of lending capital to a company. The interest coverage ratio is also called the “times interest earned” ratio.

 Formula:
Interest coverage ratio   =   Earnings before interest and taxes
                                                                                         Interest expenses

                                                         2020                 2019
                                                          6768________  6441___
                                                                  226                    181
                                                          29,81                35,58

