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Question 2

ROCE
Formula = Profit  before interest /assets employed 
Return on capital employed
2020 :        Profit  before  interest /Assets  employed  =              699/2912+4129x100= 699/7041x 100= 9.92

2021:          Profit before interest /Assets  employed=             805/3088+4137x100%= 805/7225x 100= 11.14
2. Return on Equity 
ROE             
        Net  Income    2020= 431	        Net Income/Shareholders Equity x 100=
                               2021= 366	        Net Income/shareholders Equity x 100=

Shareholders equity =total assets liability  	     
	2020 = 2912
	2021=3088
2020 :          Net income/shareholders equity x 100 =  366/2912 x 100=          13.96%
2021:          Net income/shareholders equity x  100=   431/3088 x100=             12.57%
3. Earning per share
EPS 
Earning /nr. ordinary share 

      2020= 366
        2021= 431


         2020:      Earning per share           = 366/600           =               0.61     per. share
          2021:     Earning per share 	=431/600	=	0.72    per share
4. Net profit margin
 Net profit margin /revenue  x100

2020-Net profit =    699
2021 –Net Profit =   805 = operating profit 

2020- revenue =  6.441
2021-revenue =   6.738
2020:         Net  profit /revenue   x100         =     699/6.441 x100%=           10.85%
2021:      Net profit   /revenue     x100         =     805/6738  x100%=           11.95%
5. Asset  Turnover
Formula=        Sales/Total Asset = Turnover /Asset employed 
Revenue/sales/ income 

2020= 6.441
2021= 6.738

Total asset 
2020=10.087
2021=9736
2020 :          sales/total Asset employed       = Assets Turnover           =6.441/10.087 x100% =             0.64%
2021:          sales/total asset employed        =Asset Turnover             =6.738/9736    x100%=
  0.69%
6. Stock holding days
Formula  = Inventory/cost of sales  x365days
Inventory 
2020=659
2021=708
cost of sales
2020=3.096
2021=3.235
2020:          Inventory /cost of  sales  x365days=    stock holding day = 659/3.096  x365days = 77.69appx.=78days
2021:        inventory /cost of sales     x365days=    stock holding day= 708/3.235   x365days= 79.88=80days   
7.Debtors collection period 
Formula = Trade Receivables  /Credit sales  x365days
Trade receivables 
2020=1.249
2021=1.287
Credit sales
2020=6.441
2021=6.738
2020:         Trade Receivables /Credit sales  x365day=   Debtors collection Period =    1.249/6.441 x365=  72.98 =  73days
2021:      Trade Receivables /Credit sales   x365day=     Debtors collection Period=     1.287/6.738  x365= 67.65appx. =   68 day
8. Current Ratio
Ratio 
Formula = Current assets/ Current liabilities
Current Assets 
2020= 2.355
2021 =2.303
Current Liabilities 
2020= 3.040
2021=2.511
2020 :           Current assets/ Current liabilities =           Current Ratio       = 2.355/3.040 =        0.77
2021:           Current assets/ Current liabilities =	Current Ratio      = 2.303/2.511=        0.92
9.  Earning Ratio 
Ratio
Formula =    Total Debt/Total equity 
Debt
2020=4.129
2021=4.137
Equity 
2020=2.912
2021=3.088
2020:       Total Debt/ Total Equity    =Earning  Ratio       =   4.129/4.129+2.912   x100 = 4.129/7.041 x100% =59%
2021:        Total Debt/ Total Equity  =Earning   Ratio       =    4.137/4.137+3.088   x100% = 57% 
10. Interest cover
Formula   = Profit Before Interest / Interest changes 

2020:          Profit Before Interest / Interest changes   =    Interest  cover   =   699/181
= 3.86 time   = 4 times
2021:        Profit Before Interest / Interest changes   =      Interest cover  =   805/226 =  3.56 approx. 4 times

Interest 
2020=181
2021=226

Ratio	2021	 2020
ROCE	11.14	 9.92
Return  on  equity                                        	    12.57%                              13.96%         
EPS	     72p	 61p
Net  profit  margin                                           11.95%                                     10.85%
Asset  turnover                                                     	   69%                                               64%
Stock  holding
days	                                                        80 days	78 days	                                                   
Debtors  collection 	   68 days	73 days
period
Current  ratio                                                        92	77	                                                               
Gearing                                                                57%	 59%
Interest  cover	       3.56time	3.86time

Question 1

Cogs = Opening inventory + purchases-closing inventory                                                                        




   Income Statement  for  Wales plc for the  year  ended  31  December 2021

Revenue	                 £	 £ 
 Sales	                                                                                       800000
Cost of sales	                           578650                            
Gross  profit(A)		                     221350
Operating  Expenses
Administrative  Expenses	                          30000
Interest  Paid	                        2000
Director’s  Remuneration	                          5000
Distribution  Costs	                         28000
Commission  to  Salesman	                        3000
Total  Operating  Expenses                                                  68000
Less:  Other  Income	980
Total  Expenses		   68980
Net  Income  before Tax                                                                                     152370
Corporate  Tax	                                                                                                       100000
Net  Income  after  Tax		                 52370




 Statement of Financial Position  For the year ended  31  December 2021                                     
			

		£	£

	Current  Assets

	Stock	330600

	Trade receivable                                          170125

	Cash and  Bank	  76250

	Total Current  Assets	         576975
Non Current   Assets
Plant  and  Equipment	632730
Total  Non  Current  Assets	       632730
Total Assets                                                                 1209705
Current Liabilities
Trade  Payable	171355
Total  Current  Liabilities	        171355
Non  Current  Liabilities
4%  Debentures	100000
Short  Term Debt	  3980
Total  Non Current Liabilities	        103980
Total Liabilities	        275335
 Equity
Share Capital(400000+300000)	700000
Retained  Earnings	132000
Payment  of  Ordinary Dividend	20000
Payment  of  Preference Dividend	30000
Profit /(Loss) for the current  year	52370
Total  Equity	      934370
Total Liabilities and Equity	     1209705










	








