


                                          BA BUSINESS MANAGEMENT
ASSIGNMENT -1
Module name -Accounting Fundamentals
Module code-LCBB4001
Module Lecturer- Ivana Rozic
Name- Navjot Kaur
Student ID -2214338
Submission Date- 28 APRIL 2023























INTRODUCTION: IN this report the writer will prepare the financial and income statement of Wales plc for the year ended with 31tst December 2022.Also,the reason behind the financial position is balanced is mentioned in this report. Furthermore, this report Will calculate the ratios for sweet plc the year 2021 and 2020and comments on the financial performance and position of sweet plc will be provided in this report.
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	Property, Plant and Equipment
	
	
	
	1250000
	
	
	
	
	

	Intangible assets 
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	1250000
	
	
	
	

	Current Assets
	
	
	
	
	
	
	
	
	

	Stock on 31st December 2022
	
	
	
	 510850
	
	
	
	
	

	Trade and other receivables 
	 (170125+980)
	
	 W1
	 171105
	
	W1
	trade receivable=170125
	
	

	Cash and cash equivalents
	
	
	
	 96000
	
	
	goods sent to customers=980
	
	

	
	
	
	
	
	  777955
	
	
	
	

	Total assets
	(1250000+777955) 
	
	 W2
	
	 2027955
	
	
	
	

	
	
	
	
	
	
	 
	
	
	

	LIABILITIES
	
	
	
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	
	
	
	

	Trade and other payables
	
	
	
	 188625
	
	
	
	
	

	Sales commission
	
	
	
	  3000
	
	
	
	
	

	Corporate tax
	
	
	
	 100000
	
	
	
	
	

	
	
	
	
	
	291625
	
	
	
	

	Non-Current liabilities
	
	
	
	
	
	
	
	
	

	2% debentures
	
	
	
	200000
	
	
	
	
	

	Long term provisions
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	200000
	W3
	(291625+200000)
	
	

	Total Liabilities
	
	
	
	   W3
	491625
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Net Assets
	(Total assets - total liabilities)
	
	
	
	  1536330
	
	
	
	

	
	
	
	
	
	
	
	
	
	

	Equity
	
	
	
	
	
	
	
	
	

	£1ordinary shares
	
	
	
	
	900000
	
	
	
	

	10%£1preference shares
	
	
	
	
	500000
	
	
	
	

	Retained profits on 1st January 2022
	
	
	
	
	  132000
	
	
	
	

	
	
	
	
	
	
	W4
	Total liabilities=491625+
	
	

	Total Equity
	
	
	
	
	 1532000
	
	Total equity=1532000+
	
	

	Add net profit
	
	
	
	
	  4330
	
	Net profit=4330
	
	

	Total liabilities and equity
	
	
	W4
	
	 2027955
	
	=2027955
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            Wales plc:  Income statement for the year ended 31st  December 2022


	    
	  £
	

	
	
	

	 To cost of sales
	578650
	w1=sales (800000+980=800980)

	To interest paid
	2000
	

	 To distribution cost 
	28000
	

	To administrative expenses
	30000
	

	To sales commission
	3000
	

	To directors Remuneration
	5000
	

	To preference dividend paid
	30000
	

	To ordinary dividends paid
	20000
	

	Taxation
	100000
	

	
	
	

	Profit for the period
	4330
	

	
	
	

	Total amount
	800980
	

	
	
	







































ANS B) :According to admin (2020),The balance sheet is a crucial component of your company's accounting, along with additional financial statements involving the cash flow statement and revenue statement. It clarifies your bookkeeping by providing an inventory of your business's assets and their sources of funding. Equilibrium between assets, liabilities, and equity ought to continually exist. A balance sheet has purposes beyond simply outlining your financial condition for investors. Additionally, it is carried out to ensure that monetary transactions are accurately recorded. Your whole credit and debit statement for the relevant accounting period are displayed on the balance sheet. To demonstrate the accuracy of the information, these elements should be balanced against them all. If there is an imbalance, check  calculations and Wales businesses, for instance, produce trendy clothing. Bank loans £8000 to the company over a two-year period. Thus, assets will increase by £8,000. The debts listed in the accounting record (long-term debt) will also increase by £8000 to equalize the two sides of the equation. The assets of an organization along with its equity will both increase by £10,000 if investors give it £10,000. The owners of the equity account will get all earnings that the company makes after deducting its expenses. The assets side of the equation will reflect these earnings as money, securities, and goods. Therefore, a corporation is in excellent financial standing if its assets balance its liabilities and equity. Another example is that, in accordance with an examination of its cash position and financial statement that was earlier presented, Wales Plc is operating very well as a result of its strong and balanced financial situation. (Admin,2020)

Question (2) (a): calculation of following  ratios for sweet plc for 2021 and 2022 by using formulas and working
1: ROCE= profit before interest /capital employed  100

a) Earnings before tax and interest:
	Particulars
	2021
£m
	2020
 £m

	Profit before taxation
	620
	539

	Add: Interest payable
	226
	181

	Earnings before interest and tax
	
846
	
720





b) Capital employed= total assets – current liabilities
	Particulars
	2021
£m
	2020
£m

	Total assets
	9736
	10087

	Current liabilities
	2511
	3046

	[bookmark: _Hlk131088897]Capital employed
	7225
	7041


 (c) ROCE: 
	Particulars
	2021
£m
	2020
£m

	Profit before interest
	846
	720

	Capital employed
	7225
	7041

	ROCE= profit before interest ÷ capital employed ×100
	
11.709%
	
[bookmark: _Hlk131445737]10.226%



	Particulars
	2021
£m
	2020
£m

	Earnings (profit for the year)
	431
	366


2) a)ROE (return on equity) = Earnings /Equity ×100


  



	Particulars
	2021
£m
	2020
£m

	Equity
	3088
	2912


      b)    


     c) 
	Particulars
	2021
£m
	2020
£m

	Earning
	431
	366

	Equity
	3088
	2912

	ROE=Earnings÷ Equity ×100
	13.957%
	12.569%

	
	
	




3)   Earnings per share:     Earnings ÷ Number of ordinary shares 
a)
	Particulars
	2021
£m
	2020
£m

	 Earnings
	431
	366


   
 b)
	Particulars 
	2021
£m
	2020
£m

	Ordinary shares
	300
	300

	Price per share
	50p
	50p

	Total shares
	(300/50) =600
	(300/50) =600







 
	Particulars 
	2021
£m
	2020
£m

	Earnings
	431
	366

	 Number of shares
	600
	600

	EPS=Earnings÷ number of ordinary shares 
	£0.7183
	£0.61


c)

  






4) Net profit margin = Operating profit/ sales × 100
	Particulars
	2021
£m
	2020
£m

	Operating profit
	805
	699


a)



b)
	Particulars
	2021
£m
	2020
£m

	Sales/ Revenue
	6738
	6441






c) Net profit margin:

	Particulars
	2021
£m
	2020
£m

	Operating profit
	805
	699

	Sales
	6738
	6441

	Net profit margin= operating profit÷ sales×100
	
11.94%
	
10.85%



5) Assets turnover = revenue /capital employed (times)
a)
	Particulars
	2021
£m
	2020
£m

	Revenue 
	6738
	6441



b)	
	Particulars
	2021
£m

	2020
£m

	Capital employed (equity+ non-current liabilities)
	7225
	7041



c) Assets turnover: 
	Particulars 
	2021
£m
	2020
£m

	Revenue 
	6738
	6441

	Capital employed
	7225
	7041

	Assets turnover (revenue ÷ capital employed)
	0.93times
	0.91times 


 
 6)  Stock holding days: Inventory/cost of sales ×365 days.
a)

	Particulars 
	2021
£m
	2020
£m

	 Inventory
	708
	659



b)

	Particular 
	2021
£m
	2020
£m

	Cost of sales
	3235
	3096


	


c)

	Particulars
	2021
£m
	2020
£m

	Inventory
	708
	659

	Cost of sales
	3235
	3096

	Stock holding days=inventory ÷ cost of sales ×365days 
	79.88days
	77.69days


7)  Debtors’ collection period: Trade receivables/credit sales or revenue × 365 days
a) 

	Particulars
	2021
£m
	2020
£m

	Trade receivables
	1249
	1287



b)
	Particulars
	2021
£m
	2020
£m

	Revenue 
	6738
	6441



c)
 Debtors’ collection period: 
	Particulars 
	2021
£m
	2020
£m

	Trade receivables 
	1249
	1287

	Revenue
	6738
	6441

	Debtors’ collection period= trade receivables÷ revenue × 365 days
	68days
	73days



8) Current ratio =Current assets ÷ current liabilities (x:1)
a)
	Particulars 
	2021
£m
	2020
£m

	Current assets 
	2303
	2355





b)
	Particulars 
	2021
£m
	2020
£m

	Current liabilities
	2511
	3046


	




c)
	Particulars 
	2021
£m
	2020
£m

	Current assets 
	2303
	2355

	Current liabilities
	2511
	3046

	Current ratio= Current assets ÷ Current liabilities (x:1)
	0.91 x:1
	0.77 x:1




9)  Gearing ratio: long term debt /long-term debt + equity × 100
a)

	Particular 
	2021
£m
	2020
£m

	Long term debt
	4137
	4129



b) 
	Particular 
	2021
£m
	2020
£m

	Equity 
	3088
	2912



c)
	Particulars 
	2021
£m
	2020
£m

	Long term debt
	4137
	4129

	Equity 
	3088
	2912

	Gearing ratio= long term debt÷ long term debt + equity ×100
	57.2%
	58.6%










10)  Interest cover = profit before interest/interest charges
a)
	Particulars 
	2021
£m
	2020
£m

	Profit before taxation
	620
	539

	Interest payable
	226
	181

	Earnings before interest and tax
	846
	720



B)

	Particulars 
	2021
£m
	2020
£m

	Interest payable 
	226
	181



c)
	Particulars 
	2021
£m
	2020
£m


	Earnings before interest and tax
	846
	720

	Interest payable
	226
	181

	 Interest cover= profit before interest ÷ interest charges
	3.74 times
	3.97 times





ANS 2B: (Ravinder, 2013) Financial statements examination is an effort to determine the significance and value of the financial statements' data, measuring the enterprise's profitability in terms of liquidity, making projections for potential future earnings, and using other indicators to assess the operation's efficiency and financial standing. Some applications of financial analysis include the following: to comprehend the operational efficiency of the company. As a result, leadership will be able to spot the company's weak spots and take the necessary corrective action. Useful for assessing the firm's long- and short-term solvency and deciding the best course in order to improve it. According to ( Bloomenthal, 2022),In order to get insights into an organization's profitability, liquidity, operational performance, and solvency, ratio analysis looks at line-item data from its financial statements. Ratio analysis can chart a business's success over time by comparing it to other businesses in the same industry or sector( Bloomenthal, 2022) The Sweet plc company's ratios have all been estimated, and they demonstrate great performance and a stable financial state.  The financial data for the previous two years are provided, and they show that some sectors will have a significant growth in 2021. In comparison to 2020, the ROE (Return on Equity) and ROCE (Return on Assets Employed) are higher. ROCE climbed from 10.226 percent in 2020 to 11.709 percent in 2021. However, the ROE increased from 12.569% in 2020 to 13.957% in 2021. Earnings per share show a notable improvement from the previous year. In 2021, the net profit was 431, compared to 366 in 2020. In 2021, earnings growth is predicted to be at 0.718%. prevailing ratios, gross profit margin, assets shifts, and stock holding days calculations all all show an increase in 2021 compared to 2020. However, when gearing ratios, loan cover, and debtor's collections term are taken into account, there is a slight reduction in 2021 compared to 2020. Overall, the 2021 performance of the sweet plc company is stronger than its performance in the prior year.
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