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Question 1
Question 1(a) Prepared Income Statement and Statement of financial position for Wales PLC for 31 December 2021.
 Wales PLC Income Statement for the year ended 31 December 2021
  
                                                                                                             2021
                                                                                                                  £
Revenue                                                                                         800,000
Cost of sales                                                                                  (578,650)
Gross profit                                                                                     221,350

Distribution Cost                                                                             (28,000)
Commission salesman                                                                     ( 3,000)
Administrative expenses                                                                ( 30,000)
                                                                                                          61,000
Operating profit                                                                            160,350
Financial cost/loan interest                                                                 2,000

Profit before tax                                                                            158,350
Directors’ remuneration                                                                      5,000
Tax on profit on ordinary activities                                              ( 100,000)

Profit for the financial year                                                            53,350

Statement of changes in Equity 

Retained earnings
Balance on 1st of January                                                                  132,000  
Profit for the year                                                                                53,350 
                                                                                                           185,350   
Dividend paid                                                                                      50,000
Balance on 31st December 2021                                                       135, 350   

Note:
Dividend paid calculations (Ordinary and preference dividend) 20,000+30,000=50,000
Balance on 31st December £135,350 should go to SFP revenue reserves.
                                            
Salesman Commission                                                                Goods valued

Debit                 Credit                                                 Debit                Credit
	Distribution cost
£3,000
	Accrued/ 
Trade payables
£3,000
	                                                               Trade receivable                                                                                                                                           £980 
	        Inventory closing
                  £980




WALES PLC STATEMENT OF FINANCIAL POSITION AS AT 
31 DECEMBER 2021
                                                                                                              
ASSETS
Property, plant & equipment                                                      650,000
CURRENT ASSETS
Inventories (closing stock)                                                         329,620
Trade and other receivable                                                         171,105                                                    
Cash/Bank                                                                                    76,000
                                                                                                    576,975
TOTAL ASSETS                                                                   1,226,975
LIABILITIES
Non-current liabilities                          
Debtors 4%                                                                                   100,000
Current liabilities
Trade and other payables                                                               191,625 
Corporation tax                                                                             100,000
TOTAL LIABILITIES                                                               391,625
EQUITY
Issued share capital
Ordinary share Capital £1                                                              500,000

Capital reserves
Preference shares 10% £1                                                              200,000
Revenue reserves                                                                           135, 350
TOTAL EQUITY                                                                         835,350

TOTAL EQUITY AND LIABILITIES                                    1,226,975
                                                                          
NOTES
Inventory/closing stock have been calculated as 330,600-980=329,620
Trade receivables have been calculated as 170,125+980=171,105
Trade and other payables have been calculated as 188,625+3000=191,625
 Accounting Equation - Asset=Liabilities + Equity 
1,226,975= 391,25+835,975=1,226,975
 
Question 1(b) Why does the statement of financial position balance?
The statement of financial position balance, because of the double-entry accounting. Therefore Stuff, the business owns=Stuff the business owes. Double-entry accounting ensures that all transactions have been recorded at two accounts and are always balanced. This is a form of the accounting equation. The additional information added as Salesman commission of £3000 and Goods valued of £980 is necessary and added into the SPF statement. It is entered if an invoice has been issued and accounted for but not paid on the date. 
Assets=Liabilities + Equity. 
Question 2 (a)
[bookmark: _Hlk113050852]Calculate the following ratios for Sweets PLC for 2021 and 2020, showing the formulas and working.

1. ROCE (2021)=                       ROCE(2021)=

2. ROCE (2021)=                ROCE(2021)= = 0, 1170   

          ROCE(2020)= =6,93%

          ROCE(2020)=                                         ROCE(2020)=

3. ROE(2021)= ×100%           ROE(2021)= ×100%=13,96%   

ROE( 2020)= ×100%=0,12×100=12,56%

4. EPS(2021)=                                                  EPS(2021)==1,43
EPS(2020)==1,22
5. NPM(2021)=×100=0,06×100=6,39%
NPM(2020)=×100=0,05×100=5,68%
6. Asset turnover(2021)===0,93              Asset turnover(2021)==0,69
Asset Turnover(2020)==0,91                                    Asset turnover(2020)==0,64

7. Stock holding days(2021)=×365     Stock holding days(2021)=×365=79.88 
                                                                                                                               More days is bad.
            Stock holding(2020)=×365=77.96
8. Debt collection period(2021)=×365                                                             Debt collection period(2021)=×365=365
Debt collectors period(2020)=×365=365
9. Current ratio(2021)=             Current Ratio(2021)==0,92 good
Current ratio(2020)==0,77
10. Gearing Ratio(2021)=×100                                                                            Gearing Ratio(2021)=×100=57,26       Gearing ratio(2021)=×100=68,28
Gearing ratio(2020)=×100=×100=58,64    Gearing ratio(2020)==71,13
Debt is low and it is good.

11. Interest cover(2021)=       Interest cover(2021)==3,56
Interest cover(2020)==3,86
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