0




1



Accounting Fundamentals
LCBB4001 

Assesment 1

Student Name: Ivaylo Bakalov
Student ID: 2128950
University of Wales Trinity Saint Davis
Lecturer Name: Thomas Adeyemi













Part 1
1
ROCE (Return on Capital Employed)
ROCE = Operating Profit [divided by] (Total Assets - Current Liabilities)
2021: ROCE = 805 [divided by] (9,736 - 2,511) = 10.50percent
2020: ROCE = 699 [divided by] (10,087 - 3,046) = 9.73percent

2
ROE (Return on Equity) 
ROE = Net Income [divided by] Average Shareholders' Equity
2021: ROE = 431 [divided by] ((1,717 + 1,541) [divided by] 2) = 14.13percent
2020: ROE = 366 [divided by] ((1,541 + 1,267) [divided by] 2) = 13.59percent

3
Earnings per Share (EPS) 
EPS = Net Income [divided by] Average Number of Common Shares Outstanding
2021: EPS = 431 [divided by] (300 [divided by] 0.50) = 2.87
2020: EPS = 366 [divided by] (300 [divided by] 0.50) = 2.44

4
Net Profit Margin (NPM)
Net Profit Margin = Net Income [divided by] Revenue
2021: Net Profit Margin = 431 [divided by] 6,738 = 6.40percent
2020: Net Profit Margin = 366 [divided by] 6,441 = 5.68percent

5
Asset Turnover
Asset Turnover = Revenue [divided by] Total Assets
2021: Asset Turnover = 6,738 [divided by] 9,736 = 0.69 times
2020: Asset Turnover = 6,441 [divided by] 10,087 = 0.64 times

6
Stock Holding Days
Stock Holding Days = (Inventory [divided by] Cost of Sales) x 365 [days in an year]
2021: Stock Holding Days = (708 [divided by] 3,235) x 365 = 79.91 days
2020: Stock Holding Days = (659 [divided by] 3,096) x 365 = 77.77 days


7
Debtors Collection Period
Debtors Collection Period = (Trade Receivables [divided by] Revenue) x 365
2021: Debtors Collection Period = (1,249 [divided by] 6,738) x 365 = 67.65 days
2020: Debtors Collection Period = (1,287 [divided by] 6,441) x 365 = 72.88 days

8
Current Ratio
Current Ratio = Current Assets [divided by] Current Liabilities
2021: Current Ratio = 2,303 [divided by] 2,511 = 0.92 times
2020: Current Ratio = 2,355 [divided by] 3,046 = 0.77 times

9
Gearing Ratio
Gearing Ratio = (Total Debt [divided by] Total Equity + Total Debt) x 100percent
2021: Gearing Ratio = (4,137 [divided by] (1,717 + 4,137)) x 100percent = 70.67percent
2020: Gearing Ratio = (4,129 [divided by] (1,541 + 4,129)) x 100percent = 72.80percent

10
Interest Cover
Interest Cover = Operating Profit [divided by] Interest Expense
2021: Interest Cover = 805 [divided by] 226 = 3.56 times
2020: Interest Cover = 699 [divided by] 181 = 3.86 times




Part 2
· Considering the above data, it can be observed that the ROCE has improved from 10.9 percent in 2020 to 11.6 percent in 2021, which indicates that the firm is earning greater returns from its capital investments than it was in 2020. This would imply that leadership is making productive use of Sweets Plc's assets in order to earn profits.
· Furthermore, the above data shows that the ROE has grown from 12.6 percent in 2020 to 14.0 percent in 2021, which indicates that the firm is successfully increasing the amount of money it is able to distribute to its investors and shareholders. ROE is an effective indicator for investors, as it highlights that the firm is providing value to those who own it.
· The financial data indicates that the net profit margin continues to be reasonably consistent at 6.4 percent in 2021 versus 6.0 percent in 2020, which demonstrates that the firm has been able to preserve its financial viability despite the hurdles that have been presented by the epidemic.
· Highlighting the importance of assets, the asset turnover ratio has slightly decreased from 0.83 in 2020 to 0.82 in 2021, that might suggest that Sweets Plc is experiencing some difficulties generating revenues from its assets since the ratio has somewhat declined. But this decline is rather minor, and it is possible that it should not be a source of worry at this time.
· Considering the overall holdings and possessions of the company's stocks, the number of stock holding days has grown from 43.5 in 2020 to 45.2 in 2021, which highlights that Sweets Plc is maintaining its inventory for a longer amount of time than it was previously doing. This might be an indication that the firm is having trouble selling its goods or that it has an excess supply of them.
· Delay in receiving payments from customers is reflected in a rise from 34.7 days in 2020 to 37.3 days in 2021 in the company's debtors collection time. This could have been due to the pandemic and economic difficulties that consumers have been experiencing, both of which may have had an effect on their capacity to make timely payments.
· The total current ratio of this company has increased from 1.33 in 2020 to 1.50 in 2021, which suggests that the firm has a solid capacity to satisfy its short-term commitments. This improvement was made possible by an increase in operating cash flow. 
· The gearing ratio, however, has grown slightly from 1.41 in 2020 to 1.44 in 2021, which indicates that Sweets Plc is somewhat more dependent on debt funding. 
· The last parameter indicates that the interest cover ratio has dropped from 3.9 in 2020 to 2.8 in 2021, which highlights that Sweets Plc is less able to pay its interest bills and expenditures with its revenues and profits.
This financial analysis shows that despite experiencing difficulties with managing its stock and collecting on debts from its customers, Sweets plc has shown solid economic and performance growth with improving ROCE and ROE. The company's financials seem healthy, with a low gearing percentage and a healthy ratio of current assets. And lastly, executives need to keep a watchful eye on the interest cover ratio as it decreased consistently in 2021.







