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Wales Plc
Income Statement
For the Year Ended 31st December 2022

	
	£
	£
	£

	Sales
	
	800,000
	

	Add:Unrecorded sales
	
	980
	

	
	
	
	    800,980

	Cost of Sales
	
	
	   (578,650)

	Gross Profit
	
	
	      222,330

	Other Expenses:
	
	
	

	Administrative Expense
	
	30,000
	

	Interest Expense
	2,000
	
	

	Add:Due
	2,000
	
	

	
	
	4,000
	

	Director’s remuneration
	
	5,000
	

	Distribution Cost
	
	28,000
	

	Commission
	
	3,000
	

	
	
	
	(70,000)

	Profit before Tax
	
	
	    152,330

	Taxation
	
	
	(100,000)

	Profit
	
	
	      52,330







Wales Plc
Statement of Financial Position
31st December 2022
	
	£
	£
	£

	ASSETS
	
	
	

	Non-current assets
	
	
	

	Plant and Equipment
	
	
	1,250,000

	Current assets
	
	
	

	Stock at 31st December 2022
	
	510,850
	

	Trade receivables
	170,125
	
	

	Add:Unrecorded
	980
	
	

	
	
	171,105
	

	Cash and Bank
	
	96,000
	

	
	
	
	777,955

	Total assets
	
	
	2,027,955

	
	
	
	

	EQUITY AND LIABILITIES
	
	
	

	Equity
	
	
	

	Ordinary shares
	
	
	900,000

	Preference shares
	
	
	500,000

	Retained earnings
	
	
	114,330

	
	
	
	1,514,330

	Non-current liabilities
	
	
	

	Debentures
	
	
	200,000

	Current liabilities
	
	
	

	Trade Payable 
	
	188,625
	

	Commission Payable
	
	3,000
	

	Interest Payable
	
	2,000
	

	Dividends Payable
	
	20,000
	

	Taxation
	
	100,000
	

	
	
	
	313625

	Total equity and liabilities
	
	
	2,027,955

	
	
	
	



Workings:
Wales Plc
Retained Earnings Statement
For the Year Ended 31st December 2022
	
	£

	At 1st January 2022
	         132,000

	Ordinary dividend paid
	(20,000)

	Preference dividend paid
	(50,000)

	Profit for the year
	           52,330

	At 31st December 2022
	         114,330
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The statement of financial position balance due to double entry systems. 
The purpose of a statement of financial position is not only to illustrate our finances to investors. It additionally guarantees that financial transactions are documented correctly. The financial position sheet reveals our debits and credits for the entire accounting period. When these items balance each other out, it means the information is correct. An imbalance suggests that one should go back and inspect the figures for incorrect information.
In the statement of financial position, every transaction should at all times be balanced because it impacts both sides( Gibson and Boyer).What the money is for and where it came from.If the double-entry accounting method is conducted correctly, the result will always be the same.If your balance sheet isn't balancing, the only explanation is that a mistake has slipped in somewhere along the road( Stynik ,2014).
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Calculating the required ratios:
1. ROCE(2020) = EBIT/Capital Employed
      	= 720/(10,087-3046)
	= 0.10226
ROCE (2021) = EBIT/Capital Employed
	= 846/(9,736-2511)
	= 0.11709
2. ROE(2020) = Net income/Shareholder’s Equity
                   = 366/2,912
                   = 0.12568
ROE(2021) = Net income/Shareholder’s Equity
                   = 431/3,088
                   = 0.13957
3. Earning Per Share(2020) = Net income/Outstanding Commonstock
	= 366/300
	= £m 1.22
Earning Per Share(2021) = Net income/Outstanding Commonstock
	= 431/300
	= £m 1.44
4. Net Profit Margin(2020) = Net Income/Sales
	= 366/6441
	= 0.057
Net Profit Margin(2021) = Net Income/Sales
	= 431/6738
	= 0.064
5. Asset Turnover(2020) = Sales/Assets
                                     = 6441/10087
                                     = 0.639 times
Asset Turnover(2021) = Sales/Assets
                                     = 6738/9736
                                     = 0.692 times
6. Stock Holding Days(2020) = (Average Inventory/COGS)*365
                                            = (329.5/6441)*365
                                            = 18.67 days
Stock Holding Days(2021) = (Average Inventory/COGS)*365
                                            = (354/6738)*365
                                            = 19.18 days
7. Debtors Collection Period(2020) = (Trade receivables/Sales)*365
                                                     = (1287/6441)*365
                                                     = 72.93 days
Debtors Collection Period(2021) = (Trade receivables/Sales)*365
                                                     = (1249/6738)*365
                                                     = 67.66 days
8. Current Ratio(2020) = Current Assets/Current Liabilities
                                 = 2355/3046
                                 = 0.77:1
Current Ratio(2021) = Current Assets/Current Liabilities
                                 = 2303/2511
                                 = 0.92:1
9. Gearing Ratio(2020) = Total Debt/Total Equity
                                  = 7175/2912
                                  = 2.46:1

Gearing Ratio(2021) = Total Debt/Total Equity
                                  = 6648/3088
                                  = 2.15:1
10. Interest Cover Ratio(2020) = EBIT/Interest expense
                                            = 720/181
                                            = 3.98
Interest Cover Ratio(2021) = EBIT/Interest expense
                                            = 846/226
                                            = 3.74
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The first four ratio basically indicate that the profitability of a company. From this perspective, the profitability of Sweets plc is increasing from 2020 to 2021. That is a good sign for Sweets plc. 
Again, the next three (Asset turnover, Stock holding days, Debtor’s collection period) indicate the asset utilization of a company. From the perspective of asset turnover, time is increased from 2020 to 2021. It is both good and bad for a company (NGUUEN et al., 2022). It indicates that goods are sold so first and that is good. But at the same time, it creates the probability of stockout and that is a bad side for a company. From the perspective of stock holding days, time is increased from 2020 to 2021. That indicates that Sweets plc may spend more carrying cost. But debtor’s collection period is decreasing. This a bad sign for Sweets plc( Robinson, 2020).
Further, current ratio indicates the short-term solvency of a company. Here this ratio is increased from 2020 to 2021. That is a good indication for Sweets plc.
[bookmark: _GoBack]Finally, gearing ratio and interest cover ratio indicate the long-term solvency of a company. Here those ratios are decreased from 2020 to 2021. That means that Sweets plc should take assets for facing long term financing (Ardila et al., 2019).
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