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Wales Plc
	Income Statements	
The Year Ended 31st December 2022
	Particulars
	Amount (£)
	Amount (£)
	Amount (£)

	Sales
	 £ 8,00,000
	
	

	Cost of Sales
	5,78,650
	
	

	Gross Profit
	
	
	£ 2,21,350

	Administration Expenses
	30,000
	
	

	Distribution Costs
	28,000
	
	

	Directors Remuneration
	5,000
	
	

	Interest Paid
	2,000
	
	

	Salesman Commission
	3,000
	£ 68,000
	

	Profit Before Tax
	
	
	1,53,350

	Corporation Tax
	
	
	1,00,000

	Profit After Tax
	
	
	53,350

	Ordinary Dividend Paid
	
	20,000
	

	Preference Dividend Paid
	
	30000
	

	Retained Profit for the Year
	
	
	£ 3,350














Wales Plc
Statement of Financial Position
The Year Ended 31st December 2022
	Particulars
	Amount £
	Amount £
	Amount £

	Current Assets
	
	
	

	Cash and Bank
	
	£ 96000
	

	Stock
	
	5,10,850
	

	Trade Receivables
	£ 1,70,125
	
	

	Goods sent to customers
	980
	1,71,105
	

	Total Current Assets
	
	
	£ 7,77,955

	Non-Current Assets
	
	
	

	Plant and Equipment
	
	
	12,50,000

	 
	
	
	

	Total Assets
	
	
	£ 20,27,955

	 
	
	
	

	 
	
	
	

	Current Liabilities
	
	
	

	Trade Payables
	
	1,88,625
	

	Salesmen Commission Payable
	
	3,000
	

	Corporation Tax Payable
	
	1,00,000
	

	Total Current Liabilities
	
	
	2,91,625

	Non-current Liabilities
	
	
	

	2% Debentures
	
	
	2,00,000

	 
	
	
	

	Total Liabilities
	
	
	4,91,625

	 
	
	
	

	Owners’ Equity
	
	
	

	£1 Ordinary Shares 
	
	9,00,000
	

	10% £1 Preference  Shares
	
	5,00,000
	

	Retained Profit
	
	
	

	Beginning
	1,32,000
	
	

	Current Year
	3,350
	1,35,350
	

	Total Equity
	
	
	15,36,330

	 
	
	
	

	Total Equity and Total Liability
	 
	 
	£ 20,27,955
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The balance sheet, formerly referred to as the statement describing the financial position, balances because it depicts the basic accounting formula that underpins the whole accounting system (Limmack, 2019). This equation depicts the link between a company's assets and the claims on those assets made by its unsecured creditors (liabilities) along with owners (equity).  The calculation for accounting is written as follows:
Liabilities + Equity = Assets
The financial position statement is merely an overview of this calculation at a certain point in time, highlighting the organization's financial standing (Whisenant, 2019). The report of financial condition balances in the case of Wales plc because the entire value of assets, which encompasses both non-current assets such as plant and equipment and current assets including stock, receivables from trade, alongside cash, equals the sum of liabilities and equity. The term "equity" refers to the £1 ordinary shares, 10% £1 preference shares, including retained earnings. Current liabilities include trade payables, salesperson’s commission payables, and business taxes payable. Non-current liabilities include all other obligations (Basioudis, 2019). Non-current liabilities are made up of 2% debentures. We ensure the balance sheet's accuracy and proper alignment with the rules of accounting by meticulously keeping track of every element in the report of assets and liabilities and making the appropriate modifications based on the extra details provided.
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i. ROCE or Return on Capital Employed:
= (Operating Profit / Capital Employed) * 100
Here, Capital Employed = Total Assets - Current Liabilities

In 2021, ROCE
= (Operating Profit / Capital Employed) * 100
= (805 / (9,736 - 2,511)) * 100 (Capital Employed = Total Assets - Current Liabilities)
= 11.61%

In 2020, ROCE
= (Operating Profit / Capital Employed) * 100
= (699 / (10,087 - 3,046)) * 100  (Capital Employed = Total Assets - Current Liabilities)
= 9.94%

ii. ROE or Return on Equity:
= (Net Income / Shareholders' Equity) * 100

In 2021, ROE
= (Net Income / Shareholders' Equity) * 100
= (431 / 3,088) * 100 
= 13.95%

In 2020, ROE
= (Net Income / Shareholders' Equity) * 100
= (366 / 2,912) * 100 
= 12.57%

iii. Earnings per share or EPS 
= Net Income / Number of Outstanding Shares
Here, Number of Outstanding Shares = Ordinary Share Capital / Par Value per Share.
In 2021, EPS 
= Net Income / Number of Outstanding Shares
=431 / (300 / 0.5)  (Number of Outstanding Shares = Ordinary Share Capital / Par Value per Share)
= 0.718
In 2020, EPS
= Net Income / Number of Outstanding Shares
366 / (300 / 0.5) (Number of Outstanding Shares = Ordinary Share Capital / Par Value per Share)
= 0.610

iv. Net profit margin
Net Profit Margin = (Profit for the year / Revenue) * 100

In 2021, Net Profit Margin 
= (Profit for the year / Revenue) * 100 
= (431 / 6,738) * 100 
= 6.40%

In 2020, Net Profit Margin
= (Profit for the year / Revenue) * 100
= (366 / 6,441) * 100 
= 5.68%

v. Asset turnover
Asset Turnover = Revenue / Total Assets

In 2021, Asset Turnover 
= Revenue / Total Assets
= 6,738 / 9,736 
= 0.69

In 2020, Asset Turnover 
= Revenue / Total Assets 
=6,441 / 10,087 
= 0.64

vi. Stock holding days
Stock Holding Days = (Inventory / Cost of Sales) * 365

In 2021, Stock Holding Days 
= (Inventory / Cost of Sales) * 365 
= (708 / 3,235) * 365 
= 80 days

In 2020, Stock Holding Days 
= (Inventory / Cost of Sales) * 365 
= (659 / 3,096) * 365 
= 77 days

vii. Debtors collection period
Debtors Collection Period = (Trade Receivables / Revenue) * 365

In 2021, Debtor's Collection Period 
= (Trade Receivables / Revenue) * 365
=  (1,249 / 6,738) * 365 
= 68 days

In 2020, Debtor's Collection Period 
= (Trade Receivables / Revenue) * 365
= (1,287 / 6,441) * 365 
= 73 days

viii. Current ratio
Current ratio = (Current Assets / Current Liabilities)

In 2021, the Current ratio
= (Current Assets / Current Liabilities)
= (2,303 / 2,511) 
= 0.92

In 2020, the Current ratio
= (Current Assets / Current Liabilities)
= (2,355 / 3,046) 
= 0.77

ix. Gearing ratio
Gearing Ratio = (Total Debt / Shareholders' Equity) * 100
Here, Total Debt = Current Liabilities + Noncurrent Liabilities

In 2021, Gearing Ratio 
= (Total Debt / Shareholders' Equity) * 100 
={(2,511 + 4,137) / 3,088} * 100 
= 215.28%

In 2020, Gearing Ratio 
= (Total Debt / Shareholders' Equity) * 100 
= {(3,046 + 4,129) / 2,912} * 100 
= 246.39%

x. Interest cover

Interest Cover = Operating Profit / Interest Payable

In 2021, Interest Cover 
= Operating Profit / Interest Payable
= 805 / 226 
= 3.56

In 2020, Interest Cover 
= Operating Profit / Interest Payable
= 699 / 181 
= 3.86
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ROCE has grown in 2021, showing that the firm is making better use of its capital to produce profits (Lessambo, 2022). Stock retention days have increased marginally, indicating that the firm is selling its inventory at a slower pace. EPS has risen, implying that the firm is producing higher profits per share for its owners. ROE has also grown, indicating that the company's potential to create returns for shareholders has improved. Asset turnover has risen, which indicates that the organisation is making better use of its assets to produce income. The margin of net profit is increasing, indicating stronger cost control or higher sales efficiency. The collecting term for debtors has been reduced. 
Overall, Sweets plc's profitability has improved, with greater ROCE, ROE, EPS, as well as net profit percentage in 2021 as opposed to 2020. The current ratio indicates that the company's liquidity has increased, lowering the danger of short-term financial concerns (Berkau, 2020).  The rate of asset turnover has risen as well, showing that assets are being used more effectively to create income. However, the number of stock-holding days has increased, implying that the company is taking a bit more time to sell its stock. The gearing ratio additionally has fallen, indicating that the company's financial risk has diminished since it depends less on borrowed capital. The collection duration for debtors has decreased, indicating that the firm is collecting money from its clients more promptly.
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