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Answer 1
a) “Income statement for the year ended 31st December 2022 for Wales plc and a statement of financial position as at that date.”
[image: ]
Figure 1: Income statement of Wales Plc
(Source: MS Excel)
[image: ]
Figure 2: Financial position statement of Wales Plc
(Source: MS Excel)
b) “Statement of financial position balance”
The balance sheet, commonly referred to as the statement of financial position, serves as an overview of a company’s financial situation at a certain period. When all of the assets, liabilities, and shareholders’ equity are in equilibrium, the books are considered balanced. (“Assets = Liabilities + Equity”) is the basic accounting equation on which this comparability depends (Felber et al. 2019).
The assets, liabilities, and shareholders’ equity are shown correctly in Wales plc’s statement of financial state for the year ended December 31, 2022, which achieves the desired balance.
Company liabilities include both long-term obligations like debentures and short-term obligations like trade payables, outstanding sales commission, and the allowance for corporation tax. This debt is the company’s legal responsibility to pay back creditors and meet other immediate financial obligations. The corporation includes its assets on the assets side, including “non-current assets like fixed assets (plant and equipment) and current assets like trade receivables, shares, cash, and bank balances”. The assets are the company’s resources that can be used to generate income and run the business. After liabilities are subtracted from assets, the remaining ownership stake in the company’s assets is represented by equity, which is made up of ordinary and preferred shares as well as retained profits and net profit (Griffin and Mahajan, 2019).  Due to the dual effects that every financial transaction has on the equation, the statement of financial position balances. 
The accounting equation’s application assures that the company’s assets are supported by either external obligations or shareholder equity which results in a statement of financial condition that balances. In accordance with generally accepted accounting principles, this figure indicates that a business is sustainable and able to fulfill its debts while maintaining operations.
Answer 2
a) “Ratios for Sweets plc for 2021 and 2020”
“1. ROCE”
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“2. ROE”
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“3. Earnings per share”
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“4. Net profit margin”
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“5. Asset turnover”
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“6. Stock holding days”
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“7. Debtors collection period”
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“8. Current ratio”
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“9. Gearing ratio”
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“10. Interest cover”
[image: ]
b) Comment on the financial performance and position of Sweets plc
The 2021 performance and position of Sweets plc’s finances can be analyzed with the use of the company’s financial statements and the ratios that correspond to them. 
“Revenue for Sweets plc increased from £6,441 million in 2020 to £6,738 million in 2021, indicating an increase in sales due to rising product demand”. Also demonstrating successful cost control and operational efficiency, the company’s operating profit increased from £699 million in 2020 to £805 million in 2021. Better management of costs in relation to sales resulted in a rise in the net profit margin from 2020’s 5.68% to 2021’s 6.40%. 
Both the “Return on Equity (ROE) and Return on Capital Employed (ROCE) ratios” increased, indicating more profitable use of both types of capital.
Indicating higher efficiency in using its assets to produce income, the Asset Turnover ratio also increased. Inventory Turnover Rate was stable at 80 days in 2021, an indication of well-managed stock (Husna and Satria, 2019). Equally encouraging is the decline from 73 days to 68 days in the Debtor Collection Period, which suggests that the business is more effectively collecting its receivables.
A minor reduction in the company’s dependence on debt financing relative to equity is shown by the gearing ratio, which decreased from 1.42 in 2020 to 1.34 in 2021.
Current Ratio improved from 0.77 in 2020 to 0.92 in 2021. As a result, liquidity has increased and short-term obligations may be satisfied more easily (Nariswari and Nugraha, 2020).
When compared to 2020, Sweets plc’s 2021 performance and standing were much better across the board. The business showed improved financial stability, increased revenue, profitability, and asset usage efficiency. In order to maintain development and stability in the very competitive business, the company must continue to work toward minimizing its dependence on debt financing and strengthening its liquidity.

Reference list
Felber, C., Campos, V. and Sanchis, J.R., 2019. The common good balance sheet, an adequate tool to capture non-financials?. Sustainability, 11(14), p.3791. https://www.mdpi.com/2071-1050/11/14/3791/pdf
Griffin, P.A. and Mahajan, S., 2019. Financial Statement Analysis. Finding Alphas: A Quantitative Approach to Building Trading Strategies, pp.141-148. https://onlinelibrary.wiley.com/doi/abs/10.1002/9781119571278.ch19
Husna, A. and Satria, I., 2019. Effects of return on asset, debt to asset ratio, current ratio, firm size, and dividend payout ratio on firm value. International Journal of Economics and Financial Issues, 9(5), pp.50-54. https://www.academia.edu/download/72349718/pdf.pdf
Nariswari, T.N. and Nugraha, N.M., 2020. Profit growth: impact of net profit margin, gross profit margin and total assests turnover. International Journal of Finance & Banking Studies (2147-4486), 9(4), pp.87-96. https://www.ssbfnet.com/ojs/index.php/ijfbs/article/download/937/712 


11

image9.png
7. Debtors Collection Period

Trade Receivables/Credit Sales * 365
[Particulars 2021 | 2020
Trade Receivables 1249 | 1287
[Particulars 2021 | 2020
Sales (Assuming all sales are on credit) 6738 | 6441
Debtor Collection Period

[Particulars 2021 | 2020
Trade Receivables (3) 1249 | 1287
Sales (B) 6738 | 6441
[Debtor Colection Period (A7B)*365 68 7
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8. Current Ratio

‘Current Assets/Current Liabilities

[Particulars 2021 | 2020
[Current Assets 2303 | 2355
[Particulars 2021 | 2020
[ Current Liabilities 2511 | 3046

Current Ratio

[Particulars 2021 | 2020
Current Assets (&) 2303 | 2355
[ Current Liabilites (8) 2511 | 3.046
[Current Ratio (A/B) 0.92 0.77
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9. Gearing Ratio

Total Debt/Total Equity
[Particulars 2021 | 2020
[Debt 4137 | 4120
[Particulars 2021 | 2020
[Equity 3088 | 2012

Gearing Ratio

[Particulars 2021 | 2020
[Debt (&) 4137 | 4120
Equity ) 3088 | 2012
[Gearing Ratio (478) 134 142
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10. Interest Cover

Earning before Interest & Tax/Interest

Expense

Farning before Interest & Tax

[Particulars 2021 | 2020
[Profit before Taxation 620 539
[Ad: Tnterest Payable 26 181
[Earning before interest & Tax 846 720
Tnterest Expense
[Particulars 2021 | 2020
[Interest Payable 26 181
Tnterest Cover
[Particulars 2021 | 2020
[Earning before interest & Tax (&) 846 720
[Interest Payable (B) 226 181
[Interest Cover (A/B) 374 398
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Income statement for the year ended 31st December 2022 for Wales plc

[Particulars [Amount(Dr) [Particulars [Amount(Cr)
To. cost of sales £ 578.650.00 By sales £ 800.980.00
To, interest paid £ 2,000.00
To, distribution cost £ 28,000.00
To, administrative cost £ 30,000.00
To, sales commission £ 3.000.00
To, direct remunaration £ 5,000.00
To, preference dividend paid | £ 30,000.00
To. ordinary dividend paid £ 20,0000
To, provision for corporate tax. | £ 100,000.00
To, Net profit £ 4330.00
[Total £ 800,980.00 JTotal £ 800,980.00
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Statement of financial position for the year ended|
315t December 2022 for Wales plc

[Equity and liabilities
[Shareholder’s fund

[ordinary share £ 900,000.00
[Preference share £ 500,000.00
[Retained earning £ 132,000.00
[Ad: Net profit £ 433000
[Long term liabilities

2% debenture £ 200,000.00
[Current liabilities

[ Trade payble £ 188,625 00
[Outstanding sale commision | £ 3.000.00
[Provision for corporate tax__| £ 100,000.00
[Total liabilities £ 2,027.955.00
[Assets

[Non- current assets

[Fixed assets

[Plant & equipments £ 1.250,00000
[Current assets

Trade recivable £ 171,105.00
Stock £ 510,850.00
[Cash and bank £ 96,000.00
[ Total assets £ 2,027.955.00
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1. Return on Capital Employed (ROCE)

Earning before Interest and Tax/Capital Employed * 100

Farning before Interest & Tax

[Particulars 2021 2020
[Profit before Taxation 620 530
[Ad: Tnterest Payable 226 181
[Earning before interest & Tax 346 720

Capital Employed ~Total Assets — Current Liabilities

[Particutars 2021 | 2020
[Total Assets 9736 | 10,087
[Less: Current fabilties 2511 | 3046
[Capital Employed 7025 | 7.041

Return on Capital Employed (ROCE)

[Particulars 2021 | 2020
[Earning before interest & Tax (4) 846 720
Capital Employed () 7225 | 7.081

[Return on Capital Employed (A8)*100 1L71% | 10.23%
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2. Return on Equity (ROE;

Net Income/Shareholder Equity
[Particulars 2021 | 2020
[Net Income 31 366
[Particulars 2021 | 2020
[Equity 3088 | 2012
ROE

[Particulars 2021 | 2020
[Net Income (&) 31 366
Equity ) 3088 | 2012
[ROE (a/B)*100 13.96% | 12.57%
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3. Earnings per share

Earnings attributable to Equity shareholders/Total No. of Shar

es

[Earnings attributable to equity shareholders

[Particulars 2021 | 2020
[Net Income 31 366
[Total No. of Share

[Particulars 2021 | 2020
[Ordinary Share Capital 300 300
[Price per share 50p 50p
[No_of Shares 600 600

Earning per Share

[Particulars 2021 | 2020
[Net Income (&) 1 366
[No_of Shares ) 600 600
[Earning per share (AB) 072 061
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4. Net Profit Margin

Net Profit/Revenue * 100

[Particulars 2021 | 2020
[Net Profit 31 366
[Particulars 2021 | 2020
[Revenue 6738 | 6441
Net Profit Margin
[Particulars 2021 | 2020
[Net Profit () 31 366
[Revenue (8) 6738 | 6441
[Net Profit Margin (478)100 6.40% | 5.68%
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5. Asset Turnover

Sales/Total Asset

[Particulars 2021 | 2020
[Revenue 6738 | 6441
[Particulars 2021 | 2020
[Total Assets 9736 | 10,087
Asset Turnover
[Particulars 2021 | 2020
[Revenue (&) 6738 | 6441
[Total Assets (8) 9736 | 10,087
[Asset Turnover (A/B) 0.69 0.6
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6. Stock Holding Days

Taventory/Cost of Sales * 365
[Particulars 2021 | 2020
[Tnventory 708 650
[Particulars 2021 | 2020
[Cost of Sales 3235 | 3.096
Stock Holding Days
[Particulars 2021 | 2020
[Tnventory (&) 708 650
[Cost of Sales (B) 3235 | 3.096
Stock Holding Days (A/B)*363 0 78





