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Finance questions 
Question 6
Using the financial statements in the 2018 Annual Report, calculate and report the ratios set out in the table below for 2017 and 2018 financial years. 
I. Net profit = net profit after tax/sales
2017      = N.p = 20,868
                   Sales= 40200 
                   20 868/40200= 0.529
                     = 5.29%
                    
2018      = N.p= 24 233
                   Sales= 55 446
                   24 233/55 446= 0.437
                      = 4.37%

II. Return On Equity (ROE) = net profit after tax/total equity
2017      = N. p= 20 868
                  T. e= 97156
                 20 868/97 156= 0.215
                      = 21.5%

2018      = N. p = 24 233
                   T. e= 102 947
                 24 233/102 947= 0.235
                      = 23.5% 

III. Return On Assets = net profit before tax/total assets
2017    = N. p = 132 631
                 T. a = 126 181
                132631/126181= 0.1051
                    = 10.51%

2018      N. p = 181 779
                 T. a = 170111
                 181779/170111= 0.1069
                     = 10.69%

IV. Current Ratio  =   Current Assets/ current liabilities
2017    = C. A = 68228
                C. L = 26 431
                68228/26421= 2.58
                   = 2.58%

2018     = C. A = 82 851
                 C. L = 58 672
                 82851/58672= 1.412
                    = 1.412%

V. Debt Asset Ratio = Total liabilities/ Total assets
2017     T. L = 29 025
               T. A = 126 181
                29025/126181= 0.23
                  = 2.3%

2018       T.L = 67 164
                T. A = 170 111
                67164/170111= 0.395
                   = 3.95% 

Summary of the trend that emerged in Scott Technologies financial performance in 2017 and 2018. 
Net profit is among the best indicators of a company's financial position. The net profit of this company decreased from 2017 to 2018. This means that the company was not able to generate enough profit, and it had substantial operational cost as well as overhead cost and huge expenses. It also means that the current practices implemented by the company to increase its level of production and sales are not, and they need improvements.

It is used to measure how management is effective in using a company’s assets to collect profits. For a company to have a standard return on equity, it should have a ratio of less than 10% in the utility sector. However, in this case, Scott Technologies is a company with a small balance sheet account that is relative to the net income that makes it achieve a return on equity of over 18% in both the two years. Therefore, the (ROE) in the year 2018 is above of the previous year, meaning that Scott Technologies management is above at using the company's assets to create profit.
Return on assets is used to measure how efficient is the management of a company in generating income by the use of their assets displayed on the balance sheet. A higher value means that the company's management is at a position of making enough profit by managing its balance sheet. For the case of Scott Technologies, the (ROA) was almost the same for the two years. This indicates that its management is not more active in using its assets to generate income in the company because the results are almost the same.

The current ratio usually provides an overview to both the investors and creditors of the company to get the idea about the liquidity of a company as well as its ability to pay off its current liabilities. A high current ratio is preferred to a lower current ratio because it indicates the strength of the company to repay its current debt either earlier or not. In this case, Scott Technologies decreased its current ratio in the year 2018 meaning that it is at risk and it cannot be easily financed by banks to run its operations just because its current ratio is decreasing, but it is at least stable to get access to loans. 
Lastly, on the side of the debt asset ratio, it is used to show clearly the part of a company's assets that are financially supported through debt. If the company's ratio is below 0.5, this means that a large part of the assets in that company is financed through equity. But if the ratio is more than 0.5, then, most of the assets in the company are financed through debt. In this case, it is clearly shown that Scott Technologies assets are funded through debt in both two years but highly in 2018.
  
Question 8
a) Calculate the contribution margin per robot.
Contribution margin = revenue – variables 
Revenue – ($ 65, 000) cost of each robot
Variables - raw materials- $ 25, 000
· Labor - $ 12 000
· (25 000+12000)
= $ 37 000
                             (65 000-37 000)
                                 = $ 28 000 contribution margin per both
b) Calculate the number of robots they have to make and sell to reach break-even point per month.
Break even quantity = fixed cost/contribution margin 
              = fixed cost- Direct consumables- $ 8 000
                                     Rent - $ 45 000
          (8000+45 000)
                   = $ 53 000
            = 53 000/28 000= 2
               They have to make at least two robots per month. 

c) Calculate the break-even point per month in dollars ($) sales.
Break-even points in dollars ($) = sales price per Unit x break-even point in units
                                                        = $ 65 000 x 2
                                                        = $ 130 000

d) Calculate the monthly sales volume (number of robots) required to make a monthly profit of $200,000.
                                 = (65 000-28 000)
                                 = $ 37 000
                       200 000/37 000
                                = 5 robots

e) Calculate the total monthly sales ($s) required to make a monthly profit of $200,000. 
Number of robots = 5
Sales per robot = $ 65 000 
Total sales = 65 000 x 5 
                    = $ 325 000

f) Calculate the total profit generated in the first three months from these new robots if Scott Technology sells $3,900,000 of these new robots during that period. 
Total profit= 325 000 x 5 = 1 625 000
                     = 3 900 000- 1 625 000
                          = $ 2 275 000/3
                          = $ 758 333.33 
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