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	Income statement of Wales plc

	For the year ended 31st December 2021

	Contents
	£
	£

	Sales
	800,000
	

	Add: New sales
	980
	

	Net sales
	
	800,980

	Cost of sales
	
	578,650

	Gross profit
	
	222,330

	Operating expenses:
	
	

	Administrative expenses
	30,000
	

	Distribution costs
	28,000
	

	sales commission
	3000
	

	Directors remuneration
	5,000
	66,000

	Operating profit
	
	156,330

	Non-operating expenses:
	
	

	Interest paid
	2000
	

	Add: Accrued interest
	2000
	4000

	Net profit before tax
	
	152,330

	Less: Corporation tax
	
	100000

	Net profit after tax
	
	52,330




	Balance Sheet of Wales plc

	at 31st December 2021

	Contents
	£
	£

	Assets:
	
	

	Current assets
	
	

	Cash and bank
	76,250
	

	Trade receivable
	171,105
	

	Stock at 31st December 2021
	330,600
	

	Total current assets
	
	577,955

	Non-current assets
	
	

	Plant and equipment
	
	650,000

	Total assets
	
	1,227,955

	
	
	

	Liabilities and equity
	
	

	Current liabilities
	
	

	Trade payable
	188,625
	

	Accured interest
	2000
	

	Accured sales commission
	3000
	

	Tax payable
	100000
	

	Preferred dividend payable
	20000
	

	Total current liabilities
	
	313,625

	Non-current liability
	
	

	4% Debentures
	
	100,000

	Total liabilities
	
	413,625

	
	
	

	Equity
	
	

	10% £1 preference shares
	
	200,000

	£1 ordinary shares
	
	500,000

	Retained profits at 1st January 2021
	132,000
	

	Add: Net profit after tax
	52,330
	

	Less: Preferred Dividends
	20000
	164,330

	Net equity
	
	864,330

	Total Liabilities and equity
	
	1,277,955
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The statement of financial position balance to provide insight into a company's financial health. The balance shows the net assets and liabilities as of a given date. This information can help investors evaluate whether or not a company is healthy by comparing it to its historical trends. The statement of financial position is always balanced because it is a statement of ownership interests in the assets and liabilities of a company. The net worth on this statement represents the total value (assets minus liabilities) that would be available to creditors if they were to call all outstanding debts at their stated terms (Burke et al., 2022). The statement of financial position balance is a way of saying that assets are equal to the amount of liabilities have (CLAUDIA et al., 2018). It's important to maintain this balance because it allows to assess company's financial strength and stability. By doing so, it can ascertain whether or not the company is healthy and able to meet its long-term obligations. If a company's total liabilities are less than its total assets, then the firm is said to be a "net debtor." If a company's total liabilities are greater than its total assets, then the firm is said to be a "net creditor." Additionally, creditors and shareholders can understand how much money is available should they need it by financial position of a company.
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	Ratios
	Formula
	2021
	2020

	1-ROCE
	EBIT/ (Total assets - Total current liabilities)
	11.1%
	9.9%

	2- ROE
	Net income/Net assets
	14.0%
	12.6%

	3- Earnings per share
	Net income /No of shares
	71.8%
	61.0%

	4- Net profit margin
	Net income/Revenue
	6.4%
	5.7%

	5- Asset turnover
	Net income/average total assets
	4.4%
	3.6%

	6- Stock holding days
	365*average inventory/Revenue
	38
	37

	7- Debtor’s collection period
	365*average trade receivables/Revenue
	68
	73

	8- Current ratio
	Current assets/Current liabilities
	0.9
	0.8

	9- Gearing ratio
	Total debt/Total equity
	2.2
	2.5

	10- Interest cover
	EBIT/Interest expense
	3.7
	4.0
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Sweets plc has shown positive net income and a strong cash position over the past year. The company's debt levels are low relative to its assets, and this gives it some flexibility in times of financial stress. The company has been able to grow revenue and profits at a consistent way over the past year, which speaks to its ability to capitalize on growth opportunities. 
Comments:
1) Sweets plc has an increased rate than previous years ROCE of 11.1%, which indicates that it is doing very well with its use of capital (Ali et al., 2017). 
2) Sweets plc has an ROE of 14.0%, which indicates that it is doing very well for itself as compared to previous year that is 12.6%. 
3) Sweets plc has consistently reported positive earnings per share over the past year and it is estimated that they will continue to do so in the near future. 
4) Net profit margin of Sweets plc is greater than previous year. This indicates that the company is generating a healthy net income every year. 
5) A high asset turnover ratio indicates that a company is efficiently using its resources and making a lot of money (Imhanzenobe, 2019). Sweets plc has a high asset turnover than previous year with its efficient use of resources. 
6) Stock holding days of Sweets plc is greater than previous year that indicates that they hold stock for longer time and generate less sales. 
7) Debtors’ collection period of Sweets plc is long than previous year and frustrating experience. 
8) The Current ratio of Sweets plc is currently 0.9 which suggests that the company has ample cash to cover its current liabilities. 
9) Sweets plc's gearing ratio is currently quite low, which may indicate that the company is not overextended. It could lead to low financial problems for Sweets shareholders in the future. 
10) Sweets plc's interest cover ratio is currently 3.7 which is lower than previous year, which indicates that the company has a low level of debt coverage and acceptable levels of liquidity than previous year.

[bookmark: _Toc110553767]References
Ali, M.A., Kalim, U., Raza, H., Ali, H.A., Rehman, M. and Ullah, M.I., (2017). The Relationship Between ROA, ROE, ROCE and EPS Ratios with Break-up Values of Shares of Karachi-Pakistan Fuel and Energy Listed Companies. Journal of Finance and Accounting, 5(3), pp.115-122.
Burke, T., Todd, M., Conroy, M. and Lalejini, A., (2022). Case 2: Financial Statement Concepts. Comprehensive Analysis of Financial Accounting Through Series of Case Studies, p.14.
CLAUDIA, S., LUMINITA, P., MARIANA, D.A., MARIANA, C. and DANIEL, C., (2018). Analysis model of the financial balance based on the accounting balance sheet. Agricultural Management/Lucrari Stiintifice Seria I, Management Agricol, 20(2).
Imhanzenobe, J.O., (2019). Operational efficiency and financial sustainability of listed manufacturing companies in Nigeria. Journal of Accounting and Taxation, 11(1), pp.17-31.

6 | Page

