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QUESTION 1
The following balances relate to Wales plc for the year ended   31st  December 2021:
a)
Income statement
Income statement Wales plc for the year ended 31st December 2021

Revenue                                      2021
Revenue                                      800,000
Cost of sales                                578,650
Gross profit                                221,350
Distribution costs                          28,000
Administration expenses               30,000
Operating  profit                        163,350
Income from investments             170,125
Finance costs                                   57,000
Profit before tax                            408,475
Taxation                          20%         81,695
Profit for the period                      326,780




 
Statement of financial position

Assets
Non current assets
Property, plant, equipment       650,000
Intangible assets                        800,000
Current assets
Inventories                                330,600
Trade receivable                       170,125
Cash                                            76,250
                                                ________
Total assets                             1,226,975


LIABILITIES
Current liabilities                       188,625
Non current liabilities                 578,650
                                                    _______
Total liabilities                           767,275



EQUITY
Share capital                             500,000
Share premium                        X
Other reserves                         X  
Retained earnings                    132,000
                                                 ________
Total Equity                             632,000

b) Way does the Statement of  financial position balance?
The balance is a means of economic grouping and periodic summary reflection in monetary terms of the state of the assets, capital and liabilities of the reporting unit at a given time.
The activity of each enterprise begins with the presentation of the accounting balance sheet and ends with current reporting.
BALANCE - a summary of the property status of the reporting unit at the end of a given reporting period, expressed on the one hand in its material manifestation, and on the other according to its legal origin, i.e. the sources of its formation. The balance sheet deals with the following concepts relating to property:
- Assets;
- Liabilities;
- Capital /net property/;
The balance, as its name indicates, has a balance between income and expenses, plus and minus. If there is no balance then there is an error in the balance and it must be found and corrected according to all international standards.

QUESTION 2
a)  Ratios for Sweets pls. for 2021 and 2020:
1. ROCE%=( Profit before intrest / assets employed)x 100
      ROCE% 2021= (431/2303) x 100 =18%
      ROCE% 2020= (366/2356) x 100 =15%
2. ROE % =(Earning/Ordinary  share capital and reserves)x 100
      ROE% 2021= (6738/300)100 = 22%
      ROE%2020= (6441/300)x100 = 21%
3. EPS =Earnings/number of ordinary shares
       EPS2021=6738/58593=0.11
       EPS2020=6441/75000=0.08

     4. Net profit margin %= (Net profit/Total revenue) 100
        Net profit margin % 2021= (431/6,738)100=6,39%
        Net profit margin % 2020= (366/6,441)100=5.68 %
     
       5. Asset Turnover= Turnover/Assets employed
         Asset Turnover 2021=6,738/9,736=0.69
         Asset Turnover 2020=6,441/10,087=0.64

     6. Stock holding days= (Inventory/Cost of sales) x 365
        Stock holding days2021= (708/3235) x 365=80 days
        Stock holding days2020= (659/3096) x 365=77 days
   7. Debtors collection period= (Trade receivables/credit sales) x 365
      Debtors collection period 2021= (1,249/3235) x 365 =140 days
      Debtors collection period 2020= (1,287/3096) x 365 =151 days
   8. Current ratio= Current assets/Current liabilities
      Current ratio2021=2,303/2,511=0.91
      Current ratio2020=2,355/3,046=0.77
   9.Gearing ratio %=(debt/(debt + equity)) x100
      Gearing ratio2021=2,912/10,087=0.29
      Gearing ratio2020=3,088/9,736=0.32
   10. Interest cover=Profit before interest/Interest charges
        Interest cover2021=805/226=3.56
        Interest cover2020=699/181=3.86
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