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Question 1 Answer:
A)

WALES PLC

INCOME STATEMENT
(PROFIT & LOSS STATEMENT)
FOR THE YEAR ENDED 31ST DECEMBER 2022


										£’000

REVENUE (£800,000 + 980)							800,980
Cost of sales	(578,650)
Gross profit 									222,330
Distribution costs 								(28,000)
Administrative expenses 							(30,000)
Sales Commission 								(3,000)
Directors’ remuneration 							(5,000)

	(66,000)

Operating profit 								156,330
Finance cost 
· Interest paid 								(2,000)

· Interest (2% debentures 200,000)					(4,000)
	
PROFIT/LOSS BEFORE TAX						150,330
TAXATION									(100,000)
	
PROFIT FOR THE PERIOD						50,330
Divident (20,000 + 30,000)							(50,000)

	     330
Retained profits at 1st January 2022						132,000

Retained profit at 31st December 2022					132,330 



	







WALES PLC

STATEMENT OF FINANCIAL POSITION AS AT 31ST DECEMBER 2022


ASSETS	
					£m					£m
NON-CURRENT ASSETS							1,250,000
Plant and equipment 			1,250,000

CURRENT ASSETS								777,955
Inventory 				       980
Trade receivable 			170,125
Stock at 31st December 2022		510,850
Cash and bank				  96,000

					777,955

TOTAL ASSETS								2,027,955


LIABILITIES

CURRENT LIABILITIES							295,625
Trade payable 				188,625
Outstanding sale commission 	    3,000
Accrued interest 			    4,000
Taxation				100,000

NON-CURRENT LIABILITIES 						200,000
2% Debentures 			200,000

TOTAL LIABILITES 							495,625

EQUITY 
Share capital (£1 ordinary shares)	900,000
Share premium 
(10% £1 preference shares)		500,000
Retained profits at 
31st December 2022			132,330

TOTAL EQUITY 							1,532,330


TOTAL LIABILITY + EQUITY					2,027,955


Question 1 Answer:
B)

By detailing the business's assets, liabilities, and owner capital, the Statement of Financial Position, also known as the Balance sheet, helps readers comprehend the company's financial situation at a certain point in time. (Srivastav, 2022)
The difference between a company's total assets and total liabilities, which is the entry for shareholders' equity, ensures that the balance sheet will always be in balance. Positive net equity results when a company's assets outweigh its liabilities. Shareholders' equity will be negative if liabilities exceed total net assets. (ESTEVEZ & LOGAN, 2023)




























Question 2 Answer:
A)

PROFITABILITY RATIOS:

1. ROCE (Return on capital employed)

                 PROFIT BEFORE INTEREST
ROCE = 	X 100%
                 CAPITAL EMPLOYED

Capital employed = total assets – current liabilities or
Equity + non-current liabilities 

	2020

Capital employed = 10,087 – 3,046 = 7,041
Profit before interest = 699 – 5 = 694 + 26 = 720


                     720
ROCE = 	= 0,1022 x 100% = 10,22%
                   7,041


	2021

Capital employed = 9,736 – 2,511 = 7,225
Profit before interest = 805 + 19 + 22 = 846


                     846
ROCE = 	= 0,1170 x 100% = 11,70%
                   7,225









2. ROE (Return on equity)

                            EARNINGS
ROE = 	X 100%
                              EQUITY

	2020
                     366
ROE = 	= 0,1256 x 100% = 12,56%
                   2,912

	2021
                     431
ROE = 	= 0,1395 x 100% = 13,95%
                   3,088


3. NET PROFIT MARGIN 

	Operating profit
NET PROFIT MARGIN = 	X 100%
	Sales


	2020

		366
NET PROFIT MARGIN =                                      = 0,0568 x 100% = 5,68%
		6,441



	2021

		431
NET PROFIT MARGIN =                                      = 0,0639 x 100% = 6,39%
		6,738







INVESTMENT RATIOS
	   Earnings
EPS (Earnings per share) = 	£
                                              Number of ordinary shares
	
Number of ordinary shares = 300 : 0,50 = 600

	2020

	366
EPS = 	= 0,61 (£0,61)
                  600

	2021


	431
EPS = 	= 0,71 (£0,71)
                  600



EFFICIENCY RATIOS

1. ASSET TURNOVER
	        REVENUE
ASSETS TURNOVER = 	(TIMES)
	CAPITAL EMPLOYED

	2020
	6,441
ASSETS TURNOVER = 	= 0,91 (TIMES)
	7,041

	2021

	6,738
ASSETS TURNOVER = 	= 0,93 (TIMES)
	7,225




2. STOCK HOLDING PERIOD 

	  INVENTORY
STOCK HOLDING PERIOD = 	X 365 (DAYS)
	COST OF SALES

	2020
                  659
SHP = 	X 365 = 77,69 = 78 DAYS
               3,096

 	 2021 
                708
SHP = 	X 365 = 79,88 = 80 DAYS
               3,235


3. DEBTORS’ COLLECTION PERIOD

                                  TRADE RECEIVABLES
DEBTORS’ COLLECTION PERIOD =                                                           X 365 DAYS
                                       CREDIT SALES (OR REVENUE)


	2020

                1,287
DCP = 	X 365 = 72,93 = 73 DAYS
               6,441

	2021

                1,249
DCP = 	X 365 = 67,65 = 68 DAYS
               6,738


LIQUIDITY RATIOS
                                      CURRENT ASSETS
CURRENT RATIO = 	(X:1)
                                      CURRENT LIABILITIES


	2020
	2,355
CURRENT RATIO = 	= 0,77
	3,046

	2021
	2,303
CURRENT RATIO = 	= 0,91
	2,511


FINANCING STRUCTURE
1. GEARING RATIO
	Long term debt
GEARING RATIO = 	X 100%
	Long term debt + Equity


2020
	4,129
GEARING RATIO = 	                              X 100% = 0,5864 = 59%
                                    4,129 + 2,912

2021

	4,137
GEARING RATIO = 	                              X 100% = 0,5725 = 57%
                                    4,137 + 3,088


2. INTEREST COVER 
	Profit before interest
INTEREST COVER = 	(times)
	Interest charges


2020
	720
INTEREST COVER = 	                          = 3,74 TIMES
	181



2021
	846
INTEREST COVER = 	                          = 3,97 TIMES
	226


QUESTION 2 Answer:
B)

This demonstrates that Sweets PLC is a growing business. The outcome is that in 2021, its market price has also increased. However, the ratio of assets turned over shows little change in the present year; nonetheless, it is a sufficient change. Considering the aforementioned ratios and accounting numbers, it is reasonable to assume that the business's representation has improved from the prior year. When compared to the previous year, it demonstrates an increasing design.  The ratio of return on equity and payback (return) on capital employed has increased during the previous year. In addition, in 2021, the net benefit has also increased. By comparing the above ratios and numbers from the financial reports to the prior year, it is very likely that the company's presentation is improving. Additionally, when compared to the previous year, it demonstrates the expanding pattern.
Additionally, up-to-date relation needs to improve. The part needs more improvement since it is being worked on compared to the year 2020. Since the previous year, the product's interest cost has increased. The corporation used to be able to pay off its debts in 73 days, but these days it only needs a period of 68 days to do so in actual money. Therefore, even though it has advanced since last year, the company still needs to make further advancements in the collection of its receivables. The premium inclusion percentage has, however, decreased. Additionally, this is a result of the element's broadened obligation. In general, it is assumed that the organization's financial representation has improved when compared to last year.
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