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Question 1
a) Income statement for the year ended 31st December 2021 for Wales plc and a statement of financial position.
Table 1
	Wales Plc

	Profit & Loss Statement

	(For the year ended 2021)

	Particulars
	 
	2022

	Revenue
	800,000
	 

	Credit sale
	+980,00
	 

	Total Revenue
	 
	800,980

	Cost of sales
	 
	-578,650

	Gross Profit
	 
	222,330

	 
	 
	 

	Expenses
	 
	 

	Administrative expenses
	30,000
	 

	Distribution cost
	+28,000
	 

	Director's Remuneration
	+5,000
	 

	Accrued Expense: Sales commission
	+3,000
	 

	 
	 
	-66,000

	 
	 
	 

	Earnings before interest and tax
	 
	156,330

	Interest
	-2,000
	 

	 
	 
	 

	Earnings before tax
	 
	154,330

	Less: Tax
	-100,0000
	 

	 
	 
	 

	Profit After Tax
	 
	54,330








Table 2
	Wales Plc

	Statement of Financial Position

	For the year ended 2021

	 
	 
	 Amount  

	 
	 
	 

	Assets
	 
	 

	Current Assets
	 
	 

	Inventories
	430,600
	 

	Trade receivables
	+171,105
	 

	Bank
	+176,250
	 

	
Total Current Assets
	 
	777,955

	 
	 
	 

	Non-Current Assets
	 
	 

	Plant and equipment
	1.250,000
	 

	Total non-current assets
	 
	+1.250,000

	
	 
	 

	Total Assets
	 
	2.027,955

	 
	 
	 

	Liabilities
	 
	 

	Current Liabilities
	 
	 

	Trade Payables
	188,625
	 

	Accrued commission
	+3,000
	 

	Corporation Tax 
	+100,000
	

	Current Liabilities
	 
	291,625

	 
	 
	 

	Non-current liabilities
	 
	 

	4% of Debentures
	+200,000
	 

	 
	 
	

	Total Liabilities
	 
	+491,625

	 
	 
	 

	Shareholder's Capital
	 
	 

	Issued Capital
	 
	 

	Ordinary shares
	1,000.000
	 

	Preference shares
	+400,000
	 

	Retained Earnings
	+136,330
	 

	Total Equity  
	 
	1.536,350

	Total Shareholder's Liabilities and Equity
	 
	2.027,975



Working Note:
	Wales Plc

	Statement Retained Earning

	For the year ended 2021

	 
	Amount 
	Total

	 
	 
	 

	Retained Earnings at 1st Jan 2021
	132,000
	

	Add: Net Income
	+54,330
	 

	Total
	186,330
	 

	Less: Dividend paid on ordinary stock
	20,000
	 

	Dividend paid on preference stock
	30,000
	 

	Retained Earnings at 31st Dec 2021
	 
	136,330











B. 
The Statement of Financial position's objective is to give accurate information about the company's assets, liabilities, and equity. It assists in revealing the company's financial situation as of a specific date.

The accounting equation is the basis for the statement of financial situation. It is divided into three basic divisions, each with its own set of underlying items: assets, liabilities, and shareholder equity. The accounting equation is a fundamental accounting principle and a key component of the balance sheet.
Assets = Liabilities + Shareholder’s Equity
                                                 (CFI Team,2022)

In order to maintain the balance of the accounting equation, an expansion in an asset account might be matched by an equivalent increase to a related liability or shareholder's equity account. Alternatively, an increase in one asset account might be balanced by a reduction in another. The Statement of balance position’s structure is highlighted and the equation that establishes double-entry bookkeeping is also given. 


Question 2
A.
1)Return on Capital Employed (ROCE)  
Earnings Before Interest and Taxes : Capital Employed x 100
ROCE for 2021= 
(£620 -£19)– (£22+ £226) =£805: £7,225 = 0,1114x100= 11.14%
ROCE for year 2020= 
(£539-£26) +(£5+£181) = £699: £7,041= 0.0992 x100= 9.93%



Capital Employed for 2021
Total Assets for year 2021- Current Liabilities for year 2021= (£ 9,736-£2.511) = £7,225

Capital Employed for year 2020 =
Total Assets for year 2020 – Current Liabilities for year 2020 = (£ 10,087-£3,046) = £7,041

2) Return on Equity (ROE)
            
Return on Equity (ROE)= Net income : Equity x 100 
ROE for year 2021 = £431 : £3,088= 139,57x100= 13,95%
ROE for year 2020= £366 : £2,912=0,1256x100= 12,56%

3) Earnings Per Share (EPS)
EPS = Net Income : Number of Ordinary Outstanding 
EPS for year 2020 = £366 : £300= 1.22
EPS for year 2021= £431 : £300= 1.44

4) Net profit Margin
Net profit margin=Net Profit : Sales   x100
Net profit margin for 2020= £366: £6.441=0.0568 x 100= 5.68%
Net profit margin for 2021= £431: £6,738= 0.0639x100= 6.39%

5) Assets Turnover
Asset Turnover = Sales : Total Assets 
Asset Turnover 2020= £6,441: £10,087= 0.64 times 
Asset Turnover 2021= £6,738: £9,736= 0,69 times

6) Stock holding days
Stock Holding Days = 365 x Closing Stock : Cost of goods Sold   
Stock Holding Days for 2020 = 365 x (£659: £3,096) = 77.69 days 
Stock Holding Days for 2021 = 365 x (£708: £3,235) = 79.88 Days 

7) Debtors’ collection period
Debtor’s collection period = Trade Receivable : Sales x 365 

Debtor’s collection period of 2020= £1,287 : £6,441 x 365=72.93 days 
Debtor’s collection period of 2021= £1,249 : £ 6,441 x 365= 67.66 days 
 
8) Current ratio
Current Ratio= Current assets: Current Liabilities 
Current Radio for 2020 = £ 2,355 : £ 3,046= 0.77 times 
Current Radio for 2021 = £2,303 : £2,511= 0.92 times  

9) Gearing ratio
Gearing Radio = Total debit : Total Equity x 100

Gearing Radio for 2020 = £4,129 : £2,912= 1.4179 x 100= 141.79%
Gearing Radio for 2021 = £4,137 : £ 3,088= 1.3397 x 100= 133.97%

10) Interest cover
Interest Cover = EBIT (Earnings before interest and taxes) : Interest Expenses 
Interest cover for 2020= (£539-£26) + (£5 + £181) : £181= 3.86 times 
Interest cover for 2021= (£620-£19) – (£22+£226) = 3.56








B. 
In According with the calculations, it has been seen that the profitability situation of the company is improved by increasing the amount of profit by selling the goods and services. The EPS of Sweets Plc was derived by dividing the organization's net income by the number of ordinary shares outstanding. In this situation, the number of outstanding ordinary shares was determined by dividing the entire ordinary share capital by the price per ordinary share. 
In the opinion to the calculations, Sweets Plc. had an EPS of 1.22 per share in 2020, which is expected to rise to 1.44 per share in 2021. This was due to a rise in the company's net profits. The corporation is producing more money for its stockholders if its profits per share are increasing. Since Sweets Plc EPS's increased from 2020 to 2021, the business is considered profitable.
The ROCE was calculated by dividing profits before interest and taxes by capital employed. Sweets Plc had a ROCE of 9.93% in 2020, rising to 11.14% in 2021. This was related to an improvement in earnings before interest and taxes since Sweets Plc capital 's employed decreased in 2021 compared to 2020. The profitability of Sweets Plc. is reported to be rising since the ROCE is positive and has grown.
The increasing net profit margin states the improving profitability situation of the business. The liquidity situation of the business is also improved from the previous year of performance as it decreases its current liability amount to improve its short-term operations. In according with Corporate Finance Institute, it also improves its efficiency by decreasing receivable days to maintain its current position and cash in hand. Further, the gearing ratio indicates the long-term stability of the business as it starts using equity for raising funds instead of borrowing money. The overall financial situation of the company is improving, and it is good for the investors to take the investment decision in the favour of the business.  
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