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[bookmark: _Toc99740709]QUESTION 1-A
	Wales PLC
	
	

	Income Statement
	
	

	31st December 2021
	
	

	Revenue
	£800,000.00
	

	Cost of sales
	£577,670.00
	

	Gross profit
	
	£222,330.00

	Distribution cost 
	£28,000.00
	

	Administration expenses
	£30,000.00
	

	Interest paid
	£2,000.00
	

	Commission owed salesman
	£3,000.00
	

	Directors Remuneration
	£5,000.00
	

	Operating Profit
	
	£68,000.00

	Income before tax
	
	£154,330.00

	Taxation
	
	£100,000.00

	Profit for period
	
	£54,330.00




	WALES PLC

	STATEMENT OF FINANCIAL POSITION

	31st December 2021

	Assets
	
	

	Non curent Assets
	
	

	Plant & Equipment
	£632,730.00
	

	
	
	£632,730.00

	Curent Assets
	
	

	Cash bank
	£76,250.00
	

	Stocks
	£330,600.00
	

	Trade Receivable
	£171,105.00
	£577,955.00

	Total Assets
	
	£1,210,685.00

	
	
	

	Non -Liabilities
	
	

	4% Debentures
	£100,000.00
	

	
	
	£100,000.00

	Current Liabilities
	
	

	Trade payable
	£3,000.00
	

	Outstanding Commission
	£171,355.00
	

	Corporate tax
	£100,000.00
	

	Total Liabilities
	
	£274,355.00

	
	
	

	Net asset
	
	£836,330.00

	
	
	

	Equty
	
	

	31 ordinary sher
	
	£400,000.00

	Preferance share
	
	£300,000.00

	Retained profit
	£132,000.00
	

	Profit for de year(+)
	£54,330.00
	

	Ordinary divident(-)
	£20,000.00
	

	Preferance divident
	£30,000.00
	

	Total
	
	£136,330.00

	Total Equity
	
	£836,330.00

	
	
	£1,210,685.00


 
[bookmark: _Hlk99659684][bookmark: _Toc99740710]Question 1-B 
The Balance Sheet, also Known as the Statement of Financial Position, details a company’s assets, liabilities, and equity. The capacity of balanced sheet to balance is dependent on the usage of the double entry accounting concept. To ensure that the entries consistent throughout the system, each transaction is logged in at least two unique accounts. (NUGUYEN,2021). The total assets of corporation are equal to the total liabilities plus the total equity on the balance sheet of the company. You may question why the balance sheet has to be in balance at all time. Assets of a company can either be financed internally (via equity and profits) or externally (e.g., bank loan, trade creditors, etc.). Accordingly, in order for a firm to be profitable, it must have assets equal to its equity and liabilities, which means that a company’s assets must be equivalent to its liabilities. This leads us to basic accounting equation. (CMA,2019).

[bookmark: _Toc99740711]Question 2-B
	1.Return on Capital Employed (ROCE)
	
	
	

	Formula:
	Profit before interest
	*100%
	
	
	

	
	assets Employed
	
	
	
	

	
	
	
	
	
	
	

	2021
	ROCE
	      805
	*100%
	805
	*100%
	11.14%

	
	
	3,088+4,137
	
	7,225
	
	

	
	
	
	
	
	
	

	2020
	ROCE
	      699
	*100%
	699
	*100%
	9.93%

	
	
	2,912+4,129
	
	7,041
	
	

	
2. Return on Equity ROE
	
	

	
	
	
	
	
	
	

	Formula:
	Net Income
	*100%
	
	
	

	
	Shareholders Equity
	
	
	
	

	
	
	
	
	
	
	

	
	a) Net income: profit before dividend 
	
	
	

	
	2021 - net income 
	431
	
	
	

	
	2020 - net income 
	366
	
	
	

	
	
	
	
	
	
	

	
	b) Shareholders equity
	
	
	

	
	2021 - net assets
	3,088
	
	
	

	
	2020 - net assets
	2,912
	
	
	

	
	
	
	
	
	
	

	2021
	ROE
	431
	*100%
	13.96%
	
	

	
	
	3,088
	
	
	
	

	2021
	ROE
	366
	*100%
	12.57%
	
	

	
	
	2,912
	
	
	
	



	3. Earnings per Sher				
	

	Formula:
	Earnings
	
	
	

	
	Ordinary share
	
	
	

	
	a) Earning attribute to Equity Shareholder
	

	
	2021
	Profit 431
	
	
	

	
	2020
	Profit 366
	
	
	

	
	
	
	
	
	

	
	b) Total No of Share
	
	
	

	
	2021
	Ordinary share 300
	
	

	
	2020
	Ordinary share 300
	
	

	
	2021
	Price per shares 
	 0.50p

	
	2020
	Price per shares
	         0.50p
	

	
	
	
	
	
	

	
	
	300/0.5
	600
	
	

	
	
	
	
	
	

	2021
	EPS
	431
	0.72 per share
	

	
	
	600
	
	
	

	
	
	
	
	
	

	2020
	EPS
	366
	0.61 per share
	

	
	
	600
	
	
	



	
	4. Net Profit Margin
	

	
	
	
	
	

	Formula:
	Net profit
	*100%
	

	
	Revenue
	
	

	
	
	
	
	

	
	a) Net profit= operating profit
	

	
	2021
	Net profit
	805
	

	
	2020
	Net profit
	699
	

	
	
	
	
	

	
	b) Revenue
	
	

	
	2021
	Revenue
	6,738
	

	
	2020
	Revenue
	6,441
	

	
	
	
	
	

	2021
	NPM
	  805
	*100%
	11.95%

	
	
	 6,738
	
	

	
	
	
	
	

	2020
	NPM
	  699
	*+100%
	10.85%

	
	
	 6,441
	
	



	   5.Asset Turnover
	
	

	Formula:
	Sales
	or
	Turnover

	
	Total Assets
	
	Assets Employed

	
	
	
	
	
	

	
	a) Revenue/sales / /Turnover
	
	

	
	2021
	Revenue
	6,738
	
	

	
	2020
	Revenue
	6,441
	
	

	
	
	
	
	
	

	
	b) Total assets
	
	
	

	
	2021
	Total assets
	9,736
	
	

	
	2020
	Total assets
	10,087
	
	

	
	
	
	
	
	

	2021
	Assets Turnover
	6,738
	0.69
	

	
	
	
	9,736
	
	

	
	
	
	
	
	

	2020
	Assets Turnover
	6,441
	0.64
	

	
	
	
	10,087
	
	

	
	
	
	
	
	



	
	6.Stock Holding Days
	
	

	
	
	
	
	
	
	

	Formula:
	Inventory
	*365 days
	
	
	

	
	Cost of sale
	
	
	
	

	
	
	
	
	
	
	

	
	a) Inventory
	
	
	
	

	
	2021
	Inventory
	708
	
	
	

	
	2020
	Inventory
	659
	
	
	

	
	
	
	
	
	
	

	
	b) Cost of sales
	
	
	
	

	
	2021
	cost of sales
	3,235
	
	
	

	
	2020
	cost of sales
	3,096
	
	
	

	
	
	
	
	
	
	

	2021
	Stock Holding Days
	708
	*365day
	approx. 80 days

	
	
	
	3,235
	
	
	

	
	
	
	
	
	
	

	2020
	Stock Holding Days
	659
	*365 day
	approx. 78 days

	
	
	
	3,096
	
	
	



	
	
	7. Debtors Collection Period
	
	

	
	
	
	
	
	

	Formula:
	Trade Receivables
	*365 day
	
	

	
	Credit Sales
	
	
	

	
	
	
	
	
	

	
	a) Trade Receivables
	TR
	
	

	
	
	
	
	
	

	
	2021
	TR
	1,249
	
	

	
	2020
	TR
	1,287
	
	

	
	
	
	
	
	

	
	b) Credit sales (sales)
	
	
	

	
	
	
	
	
	

	
	2021
	Sales
	6,738
	
	

	
	2020
	Sales
	6,441
	
	

	
	
	
	
	
	

	
2021
	
DCP
	
1,249
	
*365day
	
approx. 68 days

	
	
	6,738
	
	
	

	
	
	
	
	
	

	2020
	DCP
	1,287
	*365 day
	approx. 73 days


                                            6,441

	
	

	
	
	
	
	
	

	
	
	
	
	

	8. Current Ratio
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Formula:
	Current Assets
	
	
	
	
	
	

	
	Current Liabilities
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	a) Current Assets
	
	
	
	
	
	

	
	2021
	Current Assets
	2,303
	
	
	
	

	
	2020
	Current Assets
	2,355
	
	
	
	

	
	
	
	
	
	
	
	
	

	
	b) Current Liabilities
	
	
	
	
	
	

	
	2021
	Current Liabilities
	2,511
	
	
	
	

	
	2020
	Current Liabilities
	3,046
	
	
	
	

	
	
	
	
	
	
	
	
	

	2021
	CR
	2,303
	0.92
	0.92:1
	ratio
	
	
	

	
	
	2,511
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	2020
	CR
	2,355
	0.77
	0.77:1
	ratio
	
	
	

	
	
	3,046
	
	
	
	
	
	

	
	
	
	
	

	
	
	
	
	
	



	
	9. Gearing Ratio
	
	
	
	

	
	
	
	
	
	
	
	

	Formula:
	      Debt
	*100%
	
	
	
	

	
	Debt + equity
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	a) Debt
	2021
	Debt
	4,137
	
	
	

	
	
	2020
	Debt
	4,129
	
	
	

	
	
	
	
	
	
	
	

	
	b) Equity
	2021
	equity
	3,088
	
	
	

	
	
	2020
	equity
	2,912
	
	
	

	
	
	
	
	
	
	
	

	2021
	Gering Ratio
	4,137
	*100%
	4,137
	*100%
	57%

	
	
	
	4,137+3,088
	
	7,225
	
	

	
	
	
	
	
	
	
	

	2020
	Gering Ratio
	4,129
	*100%
	4,129
	*100%
	59%

	
	
	
	4,129+2,912
	
	7,041
	
	

	
	
	
	
	
	
	
	



	10.Interest Cover
	

	
	
	
	
	

	Formula:
	Profit before interest
	
	

	                        Interest charge
	
	

	
	
	
	
	

	a) Profit before interest (Operating Profit)
	

	
	
	
	
	

	
	2021
	OP
	805
	

	
	2020
	OP
	699
	

	
	
	
	
	

	b) Interest charge
	

	
	
	
	
	

	
	2021
	Inters payable
	226
	

	
	2020
	Inters payable
	181
	

	
	
	
	
	

	2021
	Interest Cover 
	805
	3 times

	
	
	
	266
	

	
	
	
	
	

	2020
	Interest Cover
	699
	4 times

	
	
	
	181
	



[bookmark: _Toc99740712]Question 2-B 
According to the above ratios and data in financial statements, the company’s performance has improved over the previous year. Compared to the prior year, this demonstrates a rising tendency. In comparison to last year, the RECE and ROE ratios have improved. In addition, the net profit in 2021(i.e., £805) has increased in comparison to the net profit 2020(i.e., £699). In other words, its net profit to revenue ratio has risen, and earnings per share are risen as well. In light of this upward tendency, the company was able to declare a dividend of £255 million this year, compared to £242 million in 2020. There is indication that Sweets plc is expanding as a business. In 2021, the market price of the product has also been raised. The asset turnover has dipped slightly this year, but that is to be expected.
Previously, the company needs 73 days to settle its receivables in cash, but now it only takes 68 days on average. The company’s ability to recover receivables has improved since last year, but there is still room for improvement. The current ratio needs to get better  as well. The entity needs to take further efforts in this area because it has improved since 2020. The company’s interest costs have gone up since last year. Despite a decrease in the interest coverage ratio, the gearing ratio remains acceptable due to the company’s rice in equity. This is related to a rise in the company’s rice in equity. This is related to a rise in the company‘s bottom lines over last year.    

[bookmark: _Toc99740713]                                          REFERENCES


Accounting .(2022). Accounting education. [Online] Available at: www.myaccoutingcourse.com
[Accessed 25 03 2022].
Nguyen, T. (2021). UK National Balance Sheet. [Online] Available at: www.ons.gov.uk
[Accessed 01 04 2022].


2

2

image1.png




image2.png




