



Module name: Accounting Fundamentals




Assignment- A1

Module Code: LCBB4001




Name: Valentina Pituscanu
Student ID: 2124861




Lecturer: DR Thomas Adeyemi















Statement of financial position at 31st December 2021

	
	£

	Non -current assets
	

	Property, plant and equipment
	1 250 000

	Total Non-current assets
	1 250 000

	
	

	Current assets
	

	Trade receivable 
	170 125

	Inventory 
	430 600

	Cash and Bank
	176 250

	Total Current assets
	776 975

	Total Assets
	2 026 975

	
	

	Current Liabilities
	

	Trade payable
	188 625

	Corporate tax
	100 000

	Commission 
	3 000

	Total Current liabilities
	291 625

	
	

	Non-current liabilities
	

	4% Debentures
	200 000

	Total non-current liabilities
	200 000

	
	

	Equity
	

	Ordinary share capital
	1 000 000

	10% preference shares
	400 000

	Retained earnings
	132 000

	Total equity
	1 532 000

	Total equity and liabilities
	2 023 625

	
	



Statement of financial position shows the general figures of the business. It is legal obligation for all LTD to prepare a statement of financial position.
Investors and potential investors can use the statement of financial position to determine whether they will get a good return on their investment.
Suppliers and creditors can decide the level of risk involved in lending or supplying to the business.
We can calculate the ratio and compare with previous years.
A statement of financial position can be used to show the value off all current assets, non-current assets, liabilities and non-current liabilities.








Income statement Wales plc for  the period ended 31 December 2021


	
	£’000

	Revenue 
	800 000

	Cost of sales
	 578 650 

	Gross profit
	221 350

	Other income
	  

	Distribution costs
	(28,000)

	Administration expenses
	(30,000)

	Earnings before interest and tax
	163 350

	interest
	(2000)

	Earnings before tax
	161 350

	Taxation
	(100 000)

	Earnings after tax
	 61 350

	Preference Dividend paid
	30 000

	Earnings available for equity shareholders
	31 350

	Dividend paid
	20 000

	Net Earnings
	11 350


	Ratio
	Formula
	2020
	2021

	ROCE
	(Profit before interest / Assets employed) x100%
	(699/10,087-3046) x100%= 9.92%
	(805/9736-2511) x100%= 11.14%

	ROE
	(Earnings/
Ordinary share capital and reserves) x100%
	(366/2912) x100%= 12.56%
	(431/3088) x100%= 13.95

	EPS
	Earnings/
Number of ordinary shares 
	366/600= £0.61
	431/600= £0.718

	Net Profit Margin
	(Net profit /Sales) x100%

	(699/6441) x100%= 10.85%
	(805/6738) x100% =11.94%

	Asset turnover
	Turnover /Assets employed

	6441/10087-3046= 0.91
	6738/9736-2511= 0.93

	Stock holding period 
	(Inventory/Cost of sales) x100%

	(659/3096) x365= 78 days
	(708/3235) x365 = 80 days

	Debtors collection period 
	(Trade receivables/Credit sales) x365 days
	(1287/6441) x365= 73 days
	(1249/6738) x365= 68days

	Current ratio 
	Current assets /Current liabilities 
	2355/3046= 0.77
	2303/2511= 0.91

	Gearing ratio 
	       Debt          x 100%
Debt + equity

	(4129/4129+2912) x100%= 58.64%
	(4137/4137+3088) x100%= 57.25%

	
Interest cover
	Profit before interest
    Interest charges

	699/181= 3.86 times
	805/226 = 3.56 times



















 



ROCE has improved in 2021which indicates that the company use of capital is more efficient.
ROE slightly improved. Higher values are generally favourable meaning that the company is efficient in generating return from new investment.
EPS is higher than in 2020. For every ordinary share it earns £0.71 with 10 pence more than previous year. EPS is a sign of higher earning, strong financial position and there for reliable company to invest.
Net Profit Margin is slightly bigger than before, that means the company in 2021 is doing a better job at turning sales into profit.
Assets Turnover tells us that the company has used its assets more effectively in generating revenue.
Stock Holding Period is slightly higher than last year. That means the company keep the inventory slightly more than 2 months before turning into sales.
Debtors collection period shows how long it takes to the company to collect its trade receivables after sales have been created. In 2021debtors collection period decreased with 5 days which is favourable for the company.
Current Ratio is higher than in 2020, which is good, but still needs to be improved. They have 0.91 available current assets to pay for 1 current liabilities. Current ratio is not strong enough.
Gearing Ratio is a bit lower than 2020, but still is too high. That means 57.25% of the company fund are from external sources, which is not good.
Interest Cover is smaller than last year, which is not so good. 




