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[bookmark: _Toc98713190]Question 1

[bookmark: _Toc98713191]Income statement for Wales plc

	Revenue 
	800,000

	Cost of sales      
	578,650

	Gross profit                   
	221350

	Administrative expenses 
	30,000

	Interest paid
	2,000

	Directors’ remuneration
	5,000

	Distribution costs
	28,000

	Operating profit 
	132000

	Profit before tax 
	353350

	Taxation 
	100000

	Profit for the period
	253350



[bookmark: _Toc98713192]Statement of financial position for Wales plc for the year ended 31st December 2021
Salesmen are owed commission of £3,000 will be considered in the statement of financial position
Goods valued at £980 were sent to customers on 31st December 2021 and this will be considered in the statement of financial position.
	Assets
	

	Noncurrent assets
	

	Property and equipment
	632,730

	Current assets
	

	Inventories 
	330,600

	Debtors 
	171105

	Cash and bank 
	76,250

	Total assets 
	1,210,685

	Liabilities
	

	Current liabilities
	

	Trade payable
	171,355

	Ordinary dividend paid 
	20000

	Preference dividends paid 
	30000

	Commission owed 
	3000

	Non-current liabilities
	

	4% Debentures
	32,980

	Total liabilities
	257,335

	Equity
	

	Ordinary shares 
	400,000

	Preference shares 
	300000

	Retained earnings 
	253350

	Total equity 
	953,350

	Total equity and liability 
	1,210,685




[bookmark: _Toc98713193]Why does the statement of financial position balance?
When a company's assets are valued, the value of those assets, liabilities, and equity are all recorded on its statement of financial position. The asset is a representation of resources under the control of an organization that has the potential to provide future economic benefits to the organization. Existing assets are classified as either current or noncurrent, with the latter being characterized by the amount of time they have remained in use over their economic life. Existing assets, such as inventory and accounts receivable, may often be converted into cash within a year of being acquired (Investopedia, n.d.). Assets are the first of three key groupings on a balance sheet, and they represent the majority of the total (WallStreetMojo, 2020). As the name implies, current assets are defined as the value of all assets that are reasonably anticipated to be converted into cash within a year and that are utilized to fund ongoing activities and pay current expenses. Generally speaking, liabilities are obligations owing by a corporation as a result of a past transaction, and the payment of which results in a loss of economic value for the organization. Furthermore, liabilities may be separated into two types: current liabilities and noncurrent obligations. One example of a company's current liabilities is accounts payable, which is a short-term debt owed to suppliers. Non-current liabilities are also included in the total amount of obligations owed by a corporation on its balance sheet. Noncurrent liabilities, as contrast to current liabilities, are long-term obligations or commitments that are not anticipated to be repaid within a year of the date of the obligation. The accounting concept of double entry is responsible for the fact that the statement of financial position has a positive balance in the first place, and the owners keep good records of the cash and invoice entries, that can be consistent with the statement of financial position. (WallStreetMojo, 2020). The financial position statement also helps the firm keep on top of its finances, which is especially important in terms of its relationships with customers and suppliers. In order to be accessible for its intended audience, the position statement must be balanced in line with the double-entry accounting principle (Investopedia, n.d.).
[bookmark: _Toc98713194]Question 2
[bookmark: _Toc98713195]Calculate the following

1- [bookmark: _Toc98713196]ROCE 
Total assets-current liabilities
[bookmark: _Hlk98711825][bookmark: _Hlk98713038]Year. 2021 
805/9736−2303 = =0.108 
Year. 2020 : =0.090
[bookmark: _Toc98713197]2- ROE 
Net Income/ Equity
Year. 2021 :
431/3088 =0.1396 
Year 2020: 
366/2912=0.126
[bookmark: _Toc98713198]3- Earnings per share 
Net income−preferred dividend/ number of common shares outstanding
Year. 2021 
431−255/300 =0.587 
Year. 2020
366−242/300 =0.41133
[bookmark: _Toc98713199]4- Net profit margin 
Revenue−cost/ Revenue
Year. 2021 
6738−2698/6738 =0.5995 
Year. 2020
6441−2646/6441 =0.5891
[bookmark: _Toc98713200]5- Asset turnover 
Revenue/ Total assets
Year. 2021 
6738/9736=0.692
Year 2020
6441/10087=0.639
[bookmark: _Toc98713201]6- Stock holding days 
Inventory/Cost of goods sold  x 365
Year. 2021 
708 x365/3235=80 days
Year. 2020
659 x 365/3097
=78 days
[bookmark: _Toc98713202]7- Debtors collection period 
Debtors x 365/Sales turnover
Year. 2021 
1249 x365/6738=68 Days
Year. 2020
1287 x 365/ 6441 73 days
[bookmark: _Toc98713203]8- Current ratio 
Current assets/ Current liabilities
Year. 2021 
Year. 2020
2303/2511==0.917
2355/3046 =0.773
[bookmark: _Toc98713204]9- Gearing ratio 
Debt/ Debt+ Equity
6648/6648+9736=0.4156
7175/7175+10087=0.406
[bookmark: _Toc98713205]10- Interest cover 
current assets−current liabilities/ inventories
Year. 2021 
2303−2511/708 =-0.2937
Year. 2020
2355−3046/659 =-1.05
[bookmark: _Toc98713206]B) Financial performance and position of Sweets plc.
It is clear from the financial statement that Sweets PLC Company continues to conduct its business in the market with a high degree of financial flexibility. In 2021, liquidity will be at a higher level than it was in the previous year. This demonstrates that the firm's profitability is improving over time. In ratio analysis, a company's equity or capital is compared to its debt in the form of gearing ratios, which measure the relationship between the two. The business has a high degree of gearing, which indicates that it is well-positioned to meet its obligations. The gross profit margin ratio is often used by organizations to measure their profitability since it shows how much money they generate over and above what they spend on production (cost of goods sold). Additionally, return on equity (ROE) is a key indicator for measuring how effectively a company's financial management team is managing the company's money and assets. It is certain that the company's growth rate has increased between 2020 and 2021. The company's financial position is improving. The interest cover is also much greater in 2021 than in 2020.
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