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Question 2
a) Return on Capital Employed (ROCE)
= Earning before Interest and Tax/Capital
Employed * 100
(i) Earning before Interest & Tax:-

             Year            2021                                      2020
Profit
before
Taxation           620                                         539

Add:- Interest
Payable             226                                       181

Earning
before
interest & Tax 846                                         720


(ii) Capital Employed: Total assets-current liabilities 
       Year             2021                                 2020

Total Assets       9736                               10087

Less current
Liabilities.           2511.                              3046

Capital
Employed.         7,225.                               7041

(ili) Return on Capital Employed (ROCE):

   Year            2021                         2020

Earning
before
interest
Tax (A).          846                            720


Capital
Employed
(B).                7.225                          7,041


Return on
Capital
Employed
(A/B)*100.     11.709%                 10.226%

2. Return on Equity (ROE):
= Net Income/Shareholder Equity

Net Income = Bottom Line Profit before
Dividend

          Year          2021                  2020

Net Income.        431                   366


Shareholder Equity = Total Assets
Liabilities (or) Equity Balance

     Year                 2021                   2020

Equity          3088                      2912



ROE

Year              2021                 2020


Net
Income (A)           431                   366

Equity (B)             3,088                 2912

ROE
(A/B)*100            13.957%            12.569%


3. Earnings per share
= Earnings attributable to equity
shareholders/Total No. of Shares

Earnings attributable to equity shareholders


    
  Year          2021                                     2020

Net Income.     431                                      366


Total No. of Shares

Year                             2021                 2020

Ordinary
Share
Capital                              300                   300

Price per
Share                               50p                     50p

No.of
Shares                             (300/50)=600       (300/50)=600



Earning per Share

       Year                         2021                         2020

Net Income
(A)                             431                            366

No. of Shares
(B)                              600                            600

Earning
per
share (A/B).                     0.7183                    0.61



4. Net Profit Margin
= Net Profit/Revenue * 100


 Net Profit

  Year                           2021                      2020

Net Profit.                   431                        366



 Revenue:
 
   Year                         2021                      2020

Revenue
                                     6,738                    6441



Net Profit Margin


  Year                           2021                     2020

Net Profit (A).       431                      366
Revenue (B).          6738                   6441
Net Profit
Margin
(A/B)*100.             6.40%                  5.682%

5. Asset Turnover=Sales/Total Asset


  Year                      2021                             2020

Revenue.               6,738                             6,441




Total Assets
 
 Year                        2021                              2020

Total assets.      9,73                            10,087




Asset Turnover

   Year                         2021                                2020

Revenue(A).             6,738                               6,441
Total ass (B).         9,736.                             10,087
Assets turnover
(A/B).                     0.692 times.                   0.639 times




6. Stock Holding Days= Inventory/Cost of Sales * 365

Inventory:
    
Year                           2021                              2020

Inventory.             708                                 659



Cost of Sales:

Year                                2021                               2020

Cost of sales.                 3235                              3096




Stock Holding Days
 Year                                 2021                                 2020


Inventory(A)                        708.                                    659
Cost of sales(B).                  3235.                               3096
Stock holding days
(A/B)*365.                            80 days.                           78 days





7. Debtors Collection Period= Trade Receivables/Credit Sales * 365


       Year                               2021                                 2020

Trade receivable.              1249                               1287





Credit Sales:

  Year                                          2021                                  2020

Sales.                                        6738                                  6441




Debtor Collection Period

Year.                                     2021                                 2020

Trade receivable(A).           1249                              1287
Sales(B).                               6738                                6441
Debtor collection
Period (A/B)*365.                68 days                            73days


8. Current Ratio= Current Assets/Current Liabilities

Year.                                     2021                              2020

Current assets.                    2303                            2355


Current Liabilities:

Year.                                     2021                               2020

Current liabilities.               2511                             3046



Current Ratio

Year.                                      2021                             2020

Current assets(A)                2303                               2355
Current liabilities(B)          2511                                3046
Current ratio(A/B).             0.917 times                 0.773 times



9. Gearing Ratio= Total Debt/Total Equity

Debt

Year.                                        2021                           2020

Debt.                                    4137                            4129



Equity:

Year.                                    2021                          2020

Equity.                                 3088                          2912



Current Ratio

Year.                                 2021.                             2020

Debt(A).                          4137.                            4129
Equity(B).                       3088.                             2912 
Gearing Ratio(A/B).         1.340 times.            1.418 times




10. Invertor Cover= Earning before Interest & Tax/Interest
Expense
 
Earning before Interest & Tax:


  Year                                      2021                              2020

Profit before taxation.      620                            539
Add-interest payable.        226                          181
Earning before interest
&tax.                                     846                             720




Interest Expense:

Year.                                      2021                           2020 

Interest payable.                226                               181



Invertor Cover:

Year.                                      2021                             2020

Earning before interest 
&tax(A).                                  846                              720

Interest payable(B).            226.                                181

Interest cover(A/B).              3.743 times.              3.978 times
    




B) 

Based on the aforementioned ratios and the numbers in the financial statements, it can be said that the company's performance has improved from the previous year. 


It demonstrates the upward tendency when compared to the prior year. 


Both the return on capital employed and the return on equity ratio have 
Increased  from the previous year.
Return on Capital Employed and Return on Equity ratio has been improved since last year. Also, the net profit has also been increased in year 2021 (i.e. 431) as compared to net profit in year 2020 (i.e. 366). Thus, its net profit ratio has been increased approximately by 0.718%. Further, earning per share is also in increasing trend. Due to such increasing trend, company is able to declare higher dividend (255m) as compared to the previous year (242m).

In general, it can be said that the business's financial performance has improved since last year.


Question 1

In the books of Wales ple
For the year ended 31/12/2021
Income statement 
Dr.                                                                                                    Cr
Particulars.                     £.                   £.               £.              £        
To purchase.                   578650.                    800.000                                                                             
To gross profit C/d.        221.350
By gross profit b/d.                                          221350
Total                                 800.000.                   800.000
To Admin exp.                   30.000                                    
To interest paid.                 2.000                
To director's remuneration 5.000
To distribution costs.        28.000
To pay of ordinary dividend. 20.000
To pay of preference dividend. 30.000
To corporation tax.                 100.000
To outstanding comission.     3000
To net profit.                            3350


Total.                                221350.                 221350




 

