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Question 1


A)

	Wales plc Income statement for the year ended 31st December 2022
	

	
	
	
	
	
	

	
	
	£
	
	
	

	Revenue w1
	
	800 980
	
	w1:
	800000

	COGS     
	
	578 650
	
	
	980

	Gross profit 
	
	£222 330
	
	
	800980

	Other income
	
	
	
	
	

	Expenses:
	
	
	
	
	

	Distribution costs
	
	28 000
	
	
	

	Admininistrative expenses w2 
	38 000
	
	w2:
	30000

	Operating profit 
	
	£156 330
	
	
	3 000

	Finance costs
	
	4 000
	
	
	5 000

	Proit/(loss) before taxation 
	£152 330
	
	
	38 000

	Taxation 
	
	100 000
	
	
	

	Profit for the period 
	
	£52 330
	
	
	





	Statement of Financial Position 
	
	

	
	
	£
	£
	
	
	
	

	Non-current assets
	
	
	
	
	
	
	

	Property, plant & equipment
	1 250 000
	
	
	
	
	

	Intangible assets
	
	
	
	
	
	
	

	
	
	
	1 250 000
	
	
	
	

	Current assets
	
	
	
	
	
	
	

	Inventory
	
	510 850
	
	
	
	
	

	Trade receivables w1
	
	171 105
	
	
	
	
	

	Cash and cash equivalents
	
	96 000
	
	
	
	w1:
	170125

	
	
	
	777 955
	
	
	
	980

	TOTAL ASSETS
	
	
	2 027 955
	
	
	
	171105

	
	
	
	
	
	
	
	

	Current liabilities
	
	
	
	
	
	
	

	Trade payables
	
	188 625
	
	
	
	
	

	Short term borrowings
	2 000
	
	
	
	
	

	Current tax payable
	
	100 000
	0
	
	
	w2:
	900000

	
	
	
	290 625
	
	
	
	500000

	Non-current liabilities
	
	
	
	
	
	1400000

	Long term borrowings
	200 000
	
	
	
	
	

	Long term provisions
	
	3 000
	
	
	
	
	

	
	
	
	203 000
	
	
	
	

	TOTAL LIABILITIES
	
	
	493 625
	
	
	
	

	
	
	
	
	
	
	
	

	NET ASSETS (TA-TL)
	
	
	1 534 330
	
	
	w3:
	132000

	
	
	
	
	
	
	
	52330

	EQUITY 
	
	
	
	
	
	
	184330

	Share capital w2
	
	
	1 400 000
	
	
	
	

	Share premium
	
	
	
	
	
	
	184330

	Retained earnings w3
	
	134 330
	
	
	
	20000

	Drawings
	
	
	
	
	
	
	30000

	TOTAL EQUITY
	
	
	1 534 330
	
	
	
	134330

	
	
	
	
	
	
	
	

	Tootal liabilities and equity
	
	
	2 027 955
	
	
	










B)


 According to Atrill and McLaney’s book (chapter 2-3, 2019) the statement of financial position must be in balance because it follows the basic accounting principle of the accounting equation: assets = liabilities + equity. This equation ensures that all financial resources owned by the company are financed either from external sources (liabilities) or from internal contributions (equity). When the balance sheet is drawn up, the value of assets, liabilities and equity is compiled. This compilation serves as a control mechanism to confirm that the financial position of the company is accurately represented.
 Any discrepancy in the balance sheet indicates a possible error in the recording or classification of financial transactions. Ensuring that the balance sheet is balanced is essential for the accuracy and reliability of financial reporting. It ensures that all financial activities are properly accounted for and that the financial position of the company is accurately represented to stakeholders, investors and regulators.








Question 2  

A)

Capital employed= total asset-current liabilities


	INVESTMENT RATIOS
	 
	 
	 
	 
	 
	 
	2021
	2020

	 
	
	
	
	
	
	 
	
	
	
	 
	
	
	
	 

	EPS (Earnings per Share)
	=
	Earnings
	£
	=
	431
	=
	£0,72
	 
	366
	=
	£0,61
	 

	
	
	Number of ordinary shares
	
	
	600
	
	
	 
	600
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	
	
	
	
	
	 
	 
	 
	 
	 
	 
	 
	
	 

	PROFITABILITY RATIOS
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	ROCE (Return on Capital Employed)
	=
	Profit Before Interest
	x 100%
	=
	19
	=
	0,26%
	 
	5
	=
	0,07%
	 

	
	
	Capital Employed
	
	
	7 225
	
	
	 
	7 041
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	ROE (Return on Equity)
	=
	Earnings
	x 100%
	=
	431
	=
	13,96%
	 
	366
	=
	12,57%
	 

	
	
	Equity
	
	
	3 088
	
	
	 
	2 912
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Net Profit Margin
	=
	Operating profit
	x 100%
	=
	805
	=
	11,95%
	 
	699
	=
	10,85%
	 

	
	
	Sales
	
	
	6 738
	
	
	 
	6 441
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	EFFICIENCY RATIOS
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Assets Turnover
	=
	Revenue
	(times)
	=
	6 738
	=
	0,93
	times
	6 441
	=
	0,91
	times

	
	
	Capital employed
	
	
	7 225
	
	
	
	7 041
	
	
	

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Stock Holding Days
	=
	Inventory
	x 365 (days)
	=
	708
	=
	80
	days
	659
	=
	78
	days

	
	
	Cost of sales
	
	
	3 235
	
	
	
	3 096
	
	
	

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Debtors' Collection Period
	=
	Trade Receivables
	x 365 (days)
	=
	1 249
	=
	68
	days
	1 287
	=
	73
	days

	
	
	Credit sales (or Revenue)
	
	
	6 738
	
	
	
	6 441
	
	
	

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	LIQUIDITY RATIOS
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Current Ratio
	=
	Current Assets
	(x:1)
	=
	2 303,0
	=
	0,9
	:1
	2 355
	=
	0,8
	:1

	
	
	Current Liabilities
	
	
	2 511
	
	
	
	3 046
	
	
	

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	FINANCING STRUCTURE
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Gearing Ratio
	=
	Current asset-inventories
	x 100%
	=
	1 595
	=
	64%
	 
	1 696
	=
	56%
	 

	
	
	Current liabilities
	
	
	2511
	
	
	 
	3046
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	 
	
	
	
	
	
	 
	
	
	
	 
	 
	
	
	 

	Interest Cover
	=
	Profit Before Interest
	(times)
	=
	805
	=
	3,56
	times
	699
	=
	3,86
	times

	
	
	Interest Charges 
	
	
	226,00
	
	
	
	181
	
	
	



B) 

 The financial information indicates a positive performance trend over two years. Revenue grew from £6,441 million in 2020 to £6,738 million in 2021, resulting in a higher gross profit of £3,503 million compared to £3,345 million. Effective cost management led to reduced losses from distribution and marketing expenses, contributing to an improved operating profit of £805 million from £699 million.
 Net assets increased from £2,912 million to £3,088 million, suggesting stronger financial position. The company also distributed higher dividends in 2021, demonstrating commitment to shareholders. The rise in the average share price in 2021 indicates positive investor sentiment.
 In summary, the data portrays growth in revenue, profitability, and net assets in 2021, reflecting a positive performance for the company.
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