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Question 1
A
	Wales Plc 

	

	Statement of Financial Position as on 31st Dec,2020

	Particulars
	Debit £
	Credit £

	Equity and Liabilities
	 
	 

	Shareholder's fund
	 
	 

	£1 ordinary shares
	 
	10,00,000

	10% £1 preference shares
	 
	4,00,000

	Retained profits on 1st January 2020
	132000
	 

	Add: Net Profit
	4330
	 

	 
	 
	136330

	Long-Term Liability
	 
	 

	4% Debentures
	 
	200000

	 
	 
	 

	Current liabilities
	 
	 

	Trade creditors
	 
	188625

	outstanding sales commission
	 
	3000

	Provision for corporate tax
	 
	100000

	                                                                                       Total
	 
	2027955

	 
	 
	 

	Assets
	 
	 

	Non-Current Assets
	 
	 

	Fixed Assets
	 
	 

	Plant and Equipment
	 
	12,50,000

	 
	 
	 

	Current Assets
	 
	 

	Debtors (170125 + 980) 
	171105
	 

	stock
	430600
	 

	Cash and Bank
	176250
	777955

	 
	 
	 

	                                                                                      Total
	 
	2027955




	
                                                             Wales Plc                                                                                         

	                   Profit and Loss Statement for the year ended 31st December 2020                                                                                                   

	PARTICULARS
	AMOUNT
	PARTICULARS
	AMOUNT

	To Cost of Sales
	578650
	Sales (800,000 + 980)
	800980

	To Interest Paid
	2000
	 
	 

	To Distribution Cost
	28000
	 
	 

	To Administrative Expenses
	30000
	 
	 

	To Sales Commission
	3000
	 
	 

	To Directors Remuneration
	5000
	 
	 

	To preference dividend paid 
	30000
	 
	 

	To ordinary dividends paid
	20,000
	 
	 

	To provision for corporate tax
	100000
	 
	 

	 
	 
	 
	 

	To Net Profit
	4330
	 
	 

	 
	 
	 
	 

	 
	800980
	 
	800980


B)
On the basis of the above calculations, it can be concluded that The Wales Plc company’s financial position is good and it is in a stable condition. The financial statements of the company reflect that the company’s performance is very good in the market. The balance sheet of the company shows that the business activities or the investments of the company are well managed it is allocated in the right field. Wales Plc company is capable to repay its loans or debts within the time duration. Other than this, the company has an adequate amount of assets. After considering all the necessary expenses of the company and incomes or revenues, the income statement of the company shows a net profit of £4330. The items on the debit side perfectly matched the credit side in the financial documents of the company. After analyzing the balance sheet and profit and loss statement of the company, it can be said that The Wales Plc company has a strong financial position is and able to survive and compete in the market (Fridson & Alvarez, 2022). 


Question 2
         Return on Capital Employed (ROCE)- It is calculated as:
                          Earnings before interest and tax/ Capital Employed × 100
(i) Earnings before Interest & Tax: -
	Particulars
	2021
	2020

	Profit before Taxation
	620
	539

	Add:- Interest Payable
	226
	181

	Earnings before interest & Tax
	846
	720


 (ii) Return on Capital Employed (ROCE) -
	Particulars
	2021
	2020

	Earnings before interest & Tax (A)
	846
	720

	Capital Employed (B)
	7,225
	7,041

	Return on Capital Employed (A÷B) × 100
	11.709%
	10.226%


(iii) Capital Employees :- Total Assets – Current Liabilities
	Particulars
	2021
	2020

	Total Assets
	9,736
	10,087

	Less :- Current liabilities
	2,511
	3,046

	Capital Employed
	7,225
	7,041



2. Return on Equity (ROE):- = ROE is calculated as 
                                   Net Income/Shareholder Equity
(i) Net Income = Bottom Line Profit before dividend
	Particulars
	2021
	2020

	Net Income
	431
	366


 
(ii) Shareholder Equity = It is calculated as (Heikal, et al., 2014).
                                Total Assets – Liabilities (or) Equity Balance
	Particulars
	2021
	2020

	Equity
	3,088
	2,912


 (iii) ROE
	Particulars
	2021
	2020

	Net Income (A)
	431
	366

	Equity (B)
	3,088
	2,912

	ROE (A÷B) ×100
	13.957%
	12.569%



3. Net Profit Margin = It is calculated as 
                           Net Profit ÷ Revenue × 100
(i) Net Profit
	Particulars
	2021
	2020

	Net Profit
	431
	366


 (ii) Revenue:-
	Particulars
	2021
	2020

	Revenue
	6,738
	6,441


 (iii) Net Profit Margin
	Particulars
	2021
	2020

	Net Profit (A)
	431
	366

	Revenue (B)
	6,738
	6,441

	Net Profit Margin (A÷ B) × 100
	6.40%
	5.682%


 4.  Earnings per share = It is calculated as
 Earnings attributable to equity shareholders ÷ Total No.   of Shares
(i) Earnings attributable to equity shareholders
	Particulars
	2021
	2020

	Net Income
	431
	366


 (ii) Total No. of Shares:-
	Particulars
	2021
	2020

	Ordinary Share Capital
	300
	300

	Price per share
	50p
	50p

	No. of Shares
	(300/.50) = 600
	(300/.50) = 600


 (iii) Earning per Share
	Particulars
	2021
	2020

	Net Income (A)
	431
	366

	No. of Shares (B)
	600
	600

	Earnings per share (A/B)
	0.7183
	0.61


5. Asset Turnover = Sales ÷ Total Asset
(i) Revenue:-
	Particulars
	2021
	2020

	Revenue
	6,738
	6,441


(ii) Total Assets
	Particulars
	2021
	2020

	Total Assets
	9,736
	10,087


 (iii) Asset Turnover
	Particulars
	2021
	2020

	Revenue (A)
	6,738
	6,441

	Total Assets (B)
	9,736
	10,087

	Asset Turnover (A/B)
	0.692 times
	0.639 times


6. Debtors Collection Period:- = Trade Receivables/Credit Sales ×365
(i) Trade Receivables:-
	Particulars
	2021
	2020

	Trade Receivables
	1,249
	1,287


 (ii)   Sales credit :-
	Particulars
	2021
	2020

	Sales
	6,738
	6,441


                
(iii) Debtor Collection Period
	Particulars
	2021
	2020

	Trade Receivables (A)
	1,249
	1,287

	Sales (B)
	6,738
	6,441

	Debtor Collection Period (A/B)× 365
	67.66 or 68 days
	72.93 or 73 days


7. Stock Holding Days = Inventory ÷ Cost of Sales × 365
(i) Inventory:-
	Particulars
	2021
	2020

	Inventory
	708
	659


 (ii) Cost of Sales:-
	Particulars
	2021
	2020

	Cost of Sales
	3,235
	3,096


             (iii) Stock Holding Days
	Particulars
	2021
	2020

	Inventory (A)
	708
	659

	Cost of Sales (B)
	3,235
	3,096

	Stock Holding Days (A÷B) ×365
	79.88 or 80 days
	77.69 or 78 days


            8. Gearing Ratio = Total Debt/Total Equity
(i) Debt
	Particulars
	2021
	2020

	Debt
	4,137
	4,129


 (ii) Equity:-
	Particulars
	2021
	2020

	Equity
	3,088
	2,912


               (iii) Current Ratio
	Particulars
	2021
	2020

	Debt (A)
	4,137
	4,129

	Equity (B)
	3,088
	2,912

	Gearing Ratio (A÷ B)
	1.340 times
	1.418 times


          9. Current Ratio = Current Assets/Current Liabilities
(i) Current Assets
	Particulars
	2021
	2020

	Current Assets
	2,303
	2,355


           (ii) Current Liabilities:-
	Particulars
	2021
	2020

	Current Liabilities
	2,511
	3,046


               (iii) Current Ratio
	Particulars
	2021
	2020

	Current Assets (A)
	2,303
	2,355

	Current Liabilities (B)
	2,511
	3,046

	Current Ratio (A÷ B)
	0.917 times
	0.773 times


10. Invertor Cover: It is calculated as
                       Earnings before Interest & Tax/Interest Expenses
(i) Earnings before Interest & Tax:-
	Particulars
	2021
	2020

	Profit before Taxation
	620
	539

	Add: Interest Payable
	226
	181

	Earning before interest & Tax
	846
	720


            (ii) Interest Expense:-
	Particulars
	2021
	2020

	Interest Payable
	226
	181



 (iii) Invertor Cover:-
	Particulars
	2021
	2020

	Earnings before interest & Tax (A)
	846
	720

	Interest Payable (B)
	226
	181

	Invertor Cover (A/B)
	3.743 times
	3.978 times



B) 
By considering the given financial data or financial documents of Sweet Plc Company, all the required financial ratios are computed. Financial ratios help the company to identify or analyze the current financial position, financial risk, liquidity, solvency, efficiency, and many more. It also helps the company to track its value over a period of time (Arkan, 2016).
For the financial analysis of the company, various financial ratios are calculated. After computing the Ratios, it can be said that Sweet Plc Company is performing well and it has a stable financial position. Two years of financial data are given about the company. it shows that the company’s performance increased in the year 2021. 
The return on Equity ratio and Return on Capital Employed are improved or risen from last year. 
The net profit of the company also shows an increment from the previous year. In 2021, the net profit of the company was 431, and in the year 2020, it was 366. Therefore, the net profit ratio of the company increased by 0.718% approximately. 
Furthermore, the earnings per share are also on a rising trend. Because of such a rising trend, a company is capable to offer a higher dividend of 225m as compared to the previous year (Ross, 2015).
There is a growing trend or it can be said that Sweet Plc Company has growing performance. The market price is also rising in the year 2021.
Overall, from the above financial data or calculations, it can be said that the financial performance of Sweet Plc company is improved as compared to the previous year.
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