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QUESTION 1

a. 1.

		Wales Plc
                  Income statement for the year ended 31st December 2022


		£			£			£
Revenue					800,000	
Unrecorded Goods Sold					980
					800,980
Cost of Sales					(578,650)			
Gross Profit								222,330				
Administrative Expenses 					30,000
Distribution Costs		28,000
Accrued Commissions 		3,000			31,000
for December Sales
Directors Remuneration					5,000
Operating Expenses								(66,000)
Earnings Before Interest and Tax							156,330
Interest Expenses								(4,000)
Earnings Before Tax								152,330
Corporation Tax								(100,000)
Earnings After Tax								52,330
Preference Dividend Paid								(30,000)
								22,330
Ordinary Dividend Paid								(20,000)								2,330
Retained Profits on 1st January 2022						132,000
Retained profits on 31st December 2022						134,330
			

















a. 2. 

		Wales Plc
                  Statement of Financial Position as at 31st December 2022

			£		£			£
Current Assets:
Stock at 31st December 2022					510,850
Trade Receivable			170,125
Unrecorded Goods Sold			980		171,105
Cash and bank					96,000
Total Current Assets					777,955

Non-current Assets:
Plant and equipment					1,250.000

TOTAL ASSETS								2,027,955

Current Liabilities:
Trade Payable					188,625
Tax Payable					100,000
Accrued Interest Payment					2,000
Accrued Commissions for December Sales 		3,000
Total Current Liabilities					293,625

Non-current Liabilities:
2% Debentures					200,000

TOTAL LIABILITIES					493,625

Equities:
£1 ordinary shares			900,000
10% £1 preference shares			500,000
Retained profits on 31st December 2022 	134,330	1,534,330

TOTAL LIABILITIES AND EQUITIES						2,027,955














b. The double entry rule in accounting is the main factor causing a balance sheet to balance. Because every transaction is recorded in at least two different accounts, this accounting system also serves as a check to ensure that the entries are accurate. (Investopedia, 2021)



QUESTION 2

a. 1. RETURN ON CAPITAL EMPLOYED

ROCE=Profit Before Interest/Capital Employedx100%

Capital Employed= Total assets – current liabilities
Capital Employed 2021:				Capital Employed 2020:
9,736-2,511=7,225				10,087-3,046=7,041

ROCE 2021: 				ROCE 2020:
805/7,225x100%=11.41%				699/7,041x100%=9.92%

a. 2. RETURN ON EQUITY
ROE=Earnings/Equityx100%

ROE 2021:				ROE 2020:
431/3,088x100%=13.95%				366/2,912x100%=12.56%

a. 3. EARNINGS PER SHARE

Earnings/Number of ordinary shares

Number of ordinary shares=Value of the Company share Capital/The Value of the shares
Number of shares 2021:			Number of shares 2020:
300/0.5=600			300/0.5=600

EPS 2021:			EPS 2020:
431/600=0.71			366/600=0.61

a. 4. NET PROFIT MARGIN

Net profit/Salesx100%
Net profit margin 2021:			Net profit margin 2020:
431/6,738x100%=6.39%			366/6,441x100%=5.68%

a. 5. ASSET TURNOVER

Revenue/Capital employed (times)
Asset Turnover 2021:			Asset Turnover 2020:
6,738/7,225=0.93 times			6,441/7,041=0.91 times

a. 6. STOCK HOLDING DAYS

Inventory/Cost of salesx365 (days)
Stock holding days 2021:			Stock holding days 2020:	
708/3,235x365=79.88 days			659/3,096x365=77.69 days
a. 7. DEBTORS’ COLLECTION PERIOD

Trade Receivables/Credit sales (or Revenue) x365 (days)
Debtors’ collection period 2021:			Debtors’ collection period 2020:
1,249/6,738x365=67.65 days			1,287/6,441x365=72.93 days

a. 8. CURRENT RATIO

Current Assets/Current Liabilities (x:1)
Current Ratio 2021:			Current Ratio 2020:		
2,303/2,511=0.91			2,355/3,046=0.77

a. 9. GEARING RATIO

Long Term Debt/Long Term Debt+Equityx100%
Gearing Ratio 2021:			Gearing Ratio 2020:
4,137/ (4,137+3,088) x100%			4,129/ (4,129+2,912) x100%
4,137/7,225x100%=57.25%			4,129/7,041x100%=58.64%	

a. 10. INTEREST COVER

Profit Before Interest/Interest Charges (times)
Interest cover 2021:			Interest cover 2020:
805/226=3.56 times			699/181=3.86 times
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