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The company Sweets plc. has had a decent and steady improvement from 2020 to 2021, regarding all of the following ratios. Beginning with the investment ratios, the company has had a higher amount of earnings compared to previous year, and has managed to increase their earnings per share from £0,61 to £0,72. After that, looking at the profitability ratios, we can see that there is an increase in percentages of all ROCE, ROE and Net Profit of margin. It is evident that the increase involves all aspects such as: profit before interest, earnings, operating profit, etc., which on its hand leads to higher overall percentages compared to previous year.
By examining the efficiency ratios, we can see that, again, in one year of time, there has been a raise in the frequency of the assets turnover, and the time of the stock holding days. Only the debtors’ collection period in 2021 is less than the one in 2020. The liquidity ratios have increased with 0,1 from the previous year due to lower current assets and liabilities in 2021 compared to 2020. Finally, the financing structure in long-term debt has lowered in percentages from 37% to 34%, and the profit before investment has raised with 0,1 times.
Overall, by taking into consideration all the information from all ratios we can conclude than in a period of one year the company has managed to improve in regards to profitability, investment and financing and has set a better position for future development and growth.
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Revenue £800,000

COGS profit £578,650

Gross profit £222,330

Other income 

Expenses

Distribution costs £28,000

Administrative expenses £30,000

Operating profit £164,330

Finance costs £6,000

Profit/loss before taxation £158,330

Taxation £100,000

Profit for the period £58,330

Profit and Loss Statement
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Non-current assets

Property, plant and equipment

£1,250,000

Intangible assets

£1,250,000

Current assets

Inventory

£510,850

Trade receivables

£170,125

Cash and cash equivalents (w1)

£96,980 (w1): £96,000

£777,955 £980

TOTAL ASSETS

£2,027,955 £96,000

Curent liabilities

Trade payables

£188,625

Short-term borrowings

£2,000

Current tax payable

£100,000

0

£290,625

Non-current liabilities

Long-term borrowings

£200,000

Long-term provisions

£3,000

£203,000

TOTAL LIABILITIES

£493,625

NET ASSETS

£1,534,330

Equity

Share capital

£1,400,000 (w2): 900,000

Share premium

500,000

Retained earnings

£132,000 1,400,000

Drawings

TOTAL EQUITY

£1,532,000

TOTAL LIABILITIES AND EQUITY

£2,025,625

Statement of Financial Position
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INVESTMENT RATIOS

Earnings per share Earnings £ 431 0,72 366 0,61

Number of ordinary shares 600 600

PROFITABILITY RATIOS

Return on capital employed Profit before interest X 100% 19           0.26% 5 0,07%

Capital employed 7,225 7,041

Return on equity  Earnings X 100% 431 13,96% 366 12,57%

Equity 3,088 2,912

Net profit margin Operating profit X 100% 805 11,95% 699 10,85%

Sales 6,738 6,441

EFFICIENCY RATIOS

Assets turnover Revenue (times) 6,738 0,93 6,441 0,91

Capital employed 7,225 7,041

Stock holding days Inventory X 1 year 708 80 days 659 78 days

Cost of sales 3,235 3,096

Debtors' collection period Trade receivables X 1 year 1,249 68 days 1,287 73 days

Credit sales 6,738 6,441

LIQUIDITY RATIOS

Current ratio Current assets (x:1) 2,303 0,9 2,355 0,8

Current liabilities 2,511 3,046

FINANCING STRUCTURE

Gearing ratio Long-term debt X 100% 1,595 34% 1,696 37%

Long-term debt and equity 4,683 4,608

Interest cover Profit before interest (times) 19 0,1 5 0,0

Interest charges 226,000 181

2021 2020


