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[bookmark: _Toc109740696]a) Preparation of income statement and statement of financial position for Wales Plc
	Dr.
	 
	 
	 
	 
	Cr.

	In the books of Wales plc

	For the year ended 31/12/2021

	Income Statement

	Particulars
	£
	£
	Particulars
	£
	£

	To purchase
	578650
	 
	By Sales
	 
	8,00,000

	To gross profit C/d
	2,21,350
	 
	 
	 
	 

	Total
	8,00,000
	 
	Total
	 
	8,00,000

	 
	 
	 
	By gross profit b/d
	 
	221350

	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
	1,00,000
	 
	 
	 
	 

	To outstanding commission
	3,000
	 
	 
	 
	 

	To net profit
	3,350
	 
	 
	 
	 

	 
	221350
	 
	 
	 
	221350


Table 1: Wales plc’s income statement
 
	In the books of Wales plc

	For the year ended 31/12/2021

	Statement of financial position

	Liabilities
	£
	£
	Asset
	£
	£

	Share capital
	 
	 
	 
	 
	 

	Ordinary share
	5,00,000
	 
	Fixed Asset
	 
	 

	Pref share
	2,00,000
	 
	Plant
	 
	6,50,000

	Total
	7,00,000
	 
	Current asset
	 
	 

	Add: Net profit
	3,350
	 
	Trade receivable
	 
	1,70,125

	Add: retained earning
	1,32,000
	 
	Cash and bank
	 
	76,250

	 
	 
	8,35,350
	Stock
	 
	3,30,600

	Debenetures
	 
	1,00,000
	 
	 
	 

	Current liabilities
	 
	 
	 
	 
	 

	Outstanding expenses
	 
	3000
	 
	 
	 

	Corporation tax
	 
	100000
	 
	 
	 

	Trade payable
	 
	188625
	 
	 
	 

	Total
	 
	12,26,975
	Total
	 
	12,26,975


Table 2: Statement of financial position of Wales PLC

[bookmark: _Toc109740697]b) Statement of financial position discussion
The “statement of financial position” or the balance sheet of a business entity shows the position of asset and liability that the business entity has in a financial year (BI, 2020). It also indicates the presence of cash, remaining stock, debts that the organisations have to pay and many more. The “statement of financial position” is always balanced because every transaction makes impacts on both sides like from which source the money came and in which source it was used.  That is why the financial position is always balanced (Fenyves et al., 2019).
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[bookmark: _Toc109740699]a) Calculation of various ratios of Sweets plc for 2021 and 2020
ROCE
	Calculation of Return on capital employed

	Particulars
	2021
	2020

	Earnings before interest and tax (EBIT)
	805
	699

	Total Asset
	9,736
	10,087

	Current liabilities
	2,511
	3,046

	Capital employed
	7,225
	7,041

	ROCE= EBIT/ Capital employed
	11.1419
	9.92757


Table 3: ROCE 

ROE
	Calculation of Return on equity (ROE)

	Particulars
	2021
	2020

	Net income
	431
	366

	Shareholders' equity
	300
	300

	ROE= Net income/Shareholders equity
	1.436667
	1.22


Table 4: Calculation of ROE

EPS
	Calculation of Earnings per share

	Particulars
	2021
	2020

	Net income
	431
	366

	Outstanding shares
	300
	300

	Average outstanding shares
	300
	150

	EPS= Net income/ Average outstanding shares
	1.436667
	2.44


Table 5: Calculation of EPS

Net profit margin
	Net profit margin

	Particulars
	2021
	2020

	Net profit
	431
	366

	Total revenue
	6738
	6441

	Net profit margin= (net profit /revenue)*100
	6.396557
	5.682347


Table 6: Calculation of net profit margin

Asset turnover
	Asset turnover

	Particulars
	2021
	2020

	Total revenue
	6738
	6441

	Total Asset
	9,736
	10,087

	Average total asset
	9911.5
	5043.5

	Asset turnover= Revenue/average total asset
	0.679816
	1.277089


Table 7: Asset turnover calculation of Sweets plc

Stock holding days
	Stock holding days

	Particulars
	2021
	2020

	Closing stock
	708
	659

	Cost of goods sold
	3235
	3096

	Stock holding days= (Closing stock/cost of goods sold) x 365
	79.8825
	77.6921835


Table 8: Sweet plc’s stock holding days

Debtors collection period
	Calculation of debtors collection period

	Particulars
	2021
	2020

	Amount owed by Debtors
	1,249
	1,287

	credit sales
	6,738
	6,441

	Debtors collection period= (Amount owed by debtor/annual credit sales)*365
	67.6588
	72.93199814


Table 9: Sweet plc’s debtors collection period

Current ratio
	Calculation of current ratio

	Particulars
	2021
	2020

	Current asset
	9,736
	10,087

	Current liabilities
	2,511
	3,046

	Current ratio= current asset/ current liabilities
	3.87734
	3.311556139


Table 10: Current ratio of Sweet Plc
Gearing ratio
	Calculation or gearing ratio

	Particulars
	2021
	2020

	Loans and borrowings
	4137
	4129

	Shareholder equity
	3,088
	2,912

	Gearing ratio= loans and borrowings/shareholder equity
	1.42067
	1.41792582


Table 11: Gearing ratio
Interest cover
	Calculation of interest cover

	Particulars
	2021
	2020

	Earnings before interest and taxes
	805
	699

	Interest expenses
	226
	181

	Interest cover= EBIT/Interest expenses
	3.561947
	3.861878453


Table 12: Interest cover
[bookmark: _Toc109740700]b) Analysis of financial performance of Sweets plc
The financial statement of Sweet plc is showing that their revenue increases in 2021 and net profit and gross profit also increases. At the same time, their current asset value decreases. The “calculation of various financial ratios” are also showing that there are several areas where sweets plc needs to focus to increase their business operation and business development. However, the “net profit margin” of sweet plc increase in 2021 from 2020 but the value is very low and the liquidity position of them is very solid as the “current ratio” of Sweet plc is more than 3 in two different years. So there are certain areas where Sweet plc should focus to increase its performance and they should try to develop their performance more in those sectors where they are doing really good.
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