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[bookmark: _Toc121920693]a) Income statement for the year ended 31st December 2021 for Wales PLC
	Wales Plc
Income statement
For the year ending December 31, 2021

	Sales
	
	£800 980

	Less cost of sales
	
	£578 650

	Gross profit
	
	£222 330

	Less: Operating expenses
	
	

	Administrative expenses
	£30 000
	

	Directors’ remuneration
	£5 000
	

	Sales commissions
	£3 000
	

	Distribution costs
	£28 000
	

	Total operating expenses
	
	£66 000

	Operating income before tax
	
	£156 330

	Interest expenses
	
	£2 000

	Income before tax
	
	£154 330

	Income tax expenses
	
	£100 000

	Net Income 
	
	£54 300


Note: 
Sales = 800 000+980 = 800 980 
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	Wales Plc
Income statement
For the year ending December 31, 2021

	Assets
	
	

	Current assets
	
	

	Cash and bank
	£176 250
	

	Trade Receivable
	£171 105
	

	Stock
	£430 600
	

	Total current assets
	
	£777 955

	Plant and Equipment
	
	£1 250 000

	Total Assets
	
	£2 027 955

	Liabilities and shareholders’ Equity
	
	

	Current Liabilities 
	
	

	Trade payable
	£188 625
	

	Sales commissions payable
	£3 000
	

	Income tax payable
	£100 000
	

	Total current liabilities
	
	£291 625

	Non-current liabilities
	
	

	4% Debentures
	£200 000
	

	Total non-current liabilities
	
	£200 000

	Total Liabilities
	
	£491 625

	Shareholders’ Equity
	
	

	Ordinary shares of £1 each
	£1 000 000
	

	10% Preference share of  £1 each
	£400 000
	

	Retained Profits
	£136 330
	

	Total Shareholder’s Equity
	
	£1 536 330

	Total Liabilities and shareholder’s equity 
	
	£2 027 955


Note:
1) Trade receivable = 170125 + 980 = 171 105 
2) Retained profit on 31 Dec 2021 = Retained profit on 1 Jan 2021 + Net Income 2021 – Ordinary dividends payment – preference dividends payment = 132 000 +54 330 – 20 000- 30 000= 136 330 
[bookmark: _Toc121920695]b) Why does the statement of financial position balance?
A statement of the company's current financial status: "balance" refers to the relationship between total assets, total liabilities, and total shareholder equity.
The balance sheet of the firm detail the company's current financial situation. In this manner, the firm's assets, liabilities, and equity are exposed. A firm's revenue and cash flows are detailed in the balance sheet, which presents an essential aspect of a business: its current financial status. It is a crucial financial tool that the shareholders and the management of the firm use to orient themselves toward the state of the organization. The assets of the firm, ordered from long-term to current, are shown on the right-hand side of the balance sheet, while the liabilities of the company and the equity held by the company's shareholders are shown on the left-hand side. Once again, it moves down from the most long-lasting to the least long-lasting. After deducting the value of obligations from the value of assets, the remaining value is equity. Maintaining a healthy equilibrium is essential at all times. Therefore, assets are always equal to liabilities plus equity. This indicates that the firm's management strikes a balance between the company's financial commitments, the capital investment that has been brought into the company, and the maintained profits (The Investopedia team, 2022).
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1. ROCE
ROCE = earning before interest and tax/ capital employed* 100 
- Earning before interest and taxation = profit before taxation + add: interest payable 
For 2020 = 539+ 181 = 720 
For 2021 = 620 +226 =846 
- Capital employed = total assets – current liabilities
For 2020 = 10087 – 3046 =7041
For 2021 = 9736-2511=7255
ROCE for 2020 = 720/7041 =10.22%
ROCE for 2021 = 846/7225=11.70% 
2. ROE
ROE = net income/ shareholder equity 
- Net income = bottom line profit before divided 
For 2020 = 366
For 2021 = 431
- Shareholder quality = total assets – liabilities (or) equity balance 
For 2020 =2912
For 2021 = 3088
ROE for 2020 = 366/2912 = 12.56%
ROE for 2021 = 431/3088 = 13.95%
3. Earnings per share
Earning per share = earing attributable for equity shareholders/ total no. of shares 
- Earing attributable for equality shareholders 
For 2020 = 366
For 2021 = 431
- Total no. of share 
For 2020 = ordinary share capital * price per share capital = 300*50p = 600
For 2021 is the same = 600 
For 2020 earning per share = 366/600 = 0.61
For 2021 earning per share = 431/600=0.718
4. Net Profit Margin
Net profit margin = net profit/ revenue*100
For 2020 net profit = 366/6441*100 =5.68%
For 2021 net profit = 431/6738*100=6.40%
5. Asset turnover
Assets turnover= sales/total assets 
For 2020 assets turnover = 6441/10087=0.639 times
For 2021 assets turnover = 6738/9736=0.692 times
6. Stock holding days
Stock holding days = inventory/ cost of sales *365
For 2020 stock holding days = 659/3096*365 = 77.69 - round 78 days 
For 2021 stock holding days = 708/3235*365 = 79.88 – round 80 days 
7. Debtors collection period
Debtors’ collection period = trade receivables/ credit sales *365 
For 2020 debtors’ collection period = 1287/6441 = 72.93 or 73 days
For 2021 debtors’ collection period = 1249/6738=67.66 or 68 days
8. Current ratio
Current ratio = current assets/ current liabilities
For 2020 current ratio = 2355/3046 = 0.733 times
For 2021  current ratio = 2030/2511 = 0.917 times
9. Gearing ratio
Gearing ratio = total debt/ total equity 
For 2020 Gearing ratio = 4129/2912=1.418 times
For 2021 Gearing ratio = 4137/3088 = 1.340 times
10. Interest cover
Interest cover = earing before interest and tax/ interest expenses 
For 2020 Interest cover = 720/181 = 3.97 times
For 2021 Interest cover = 846/226 = 3.743 times
[bookmark: _Toc121920698]b) Comment of financial performance of Sweets Plc
It is possible to draw the following conclusion after doing the calculations described above on the numerous indicators included in the financial statement of Sweet PLC: the company's performance is improving compared to the previous year's data. This demonstrates a positive trajectory in its growth, which ultimately leads to satisfactory outcomes. For instance, the return on capital ratio and the equity return showed improvements compared to the previous year. In addition, the year 2021 saw a rise in the net profit, which went from 366 in the previous year to 431 in 2021. This contributes an increase of about 0.71% to the ratio of net profit to total revenue. The acquired data make it clear that the share's earnings are also rising and are seeing a growth comparable to that of the overall increase. As a result, sweet Plc issued a more significant dividend of 255 million compared to 242 million in 2020. This demonstrates that there is tremendous growth occurring inside the organisation as well as positive advancement. The firm's value on the market rises as a direct consequence of all of these developments. The asset turnover ratio has not changed much, which is a healthy sign. The amount of time it took Sweet Plc to pay its receivables decreased from 73 days in 2020 to 68 days in 2021. Despite being in a better situation, the firm still has to work toward further enhancing its activities to create better circumstances for its continued growth and presence on the market.
Despite this, the company's present position demonstrates that it is progressing in terms of its performance compared to 2020. As a result, the choices that were taken by management are beneficial for it. If it maintains its commitment to its plan, it can considerably enhance its future growth trajectory. Compared to the previous year, the interest expenditure incurred by the business has grown, but the gearing ratio remains satisfactory as a result of the balanced growth in equity. Despite this, the interest coverage ratio has been brought down. This is a result of the enterprise having an increased amount of debt.
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