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Answer to Question 1
INCOME STATEMENT FOR THE YEAR ENDED 31ˢͭ December 2021

                                                                                                    £’000
Revenue                                                                                       800,000                                                                           
Cost of sales                                                                                (578,650)
Gross profit                                                                                  221,350
Other income                                                                               5,000
Distribution cost                                                                          (28,000)
Administration expenses                                                             (30,000)                                                            
Operating profit                                                                           163,350
Finance cost                                                                                 (2,000)
Profit before tax                                                                           161,350                                                                        
Taxation                                                                                       100,000
Profit for the period                                                                      61,350










STATEMENT OF FINANCIAL POSITION AS AT 31ˢͭ DECEMBER 2021
                                           
                                                                                            £’000
ASSETS                                                                             
Non-current assets
Plant & equipment                                                           1,250,000

Current assets                                         
Stock                                                                            430,600
Trade receivables                                                         170,125
Cash and Cash Equivalents                                          176,250
Interest paid                                                                  2,000
Ordinary dividend paid                                                20,000
Preference dividend paid                                              30,000
Total Current assets                                                   828,975
Total Assets                                                                 2,078,975

Current liabilities
Trade payables                                                            188,625
Director’s remuneration                                               5,000
Total current liabilities                                              193,625

Non-current liabilities
Debentures                                                                   200,000
Total liabilities                                                            393,625
Net assets                                                                     1,685,350

Equity
£1 ordinary share                                                        1,000,000
10% £ 1preference shares                                           400,000
Retained profits                                                           132,000
Total equity                                                               1,532,000        




















Answer to Question 2
Calculations of reports for Sweet’s plc for 2021 and 2020
	Ratio
	Formula
	The year 2020
	The year 2021

	ROCE

	(Profit before interest/ Assets employed)x100%

	(699/10087-3046)x100%= 
          9.92%            
	(805/9736-2511)x100%=
            11,14%

	ROE

	(Earnings/Ordinary share capital and reserves)x100%

	(366/2912)x100%=12,56%
	(431/3088)x100%=13,95%

	EPS

	Earnings/Number of ordinary shares

	366/300 =£ 1,22
	431/300 =£ 1,43

	Net Profit Margin

	(Net profit/Sales)x100%
	(699/6441)x100%= 10,85%
	(805/6738)x100%=11,94 %

	Asset turnover

	Turnover/Assets employed


	6441/10087-3046= 0,91
	6738/9736-2511= 0,93

	Stock holding period

	(Inventory/Cost of sales)x365
	(659/3096)x365= 78 days
	(708/3235)x365= 80 days

	Debtors collection period

	(Trade receivables/Credit sales)x365
	(1287/6441)x365= 73 days
	(1249/6738)x365= 68 days

	Current ratio

	Current assets/Current liabilities

	2355/3057= 0,77
	2303/2511= 0,91

	Gearing ratio

	(Debt/Debt +equity)x100%


	(4129/4129+2912)x100%= 
                 58,64%
	(4137/4137+3088)x100%=
          57,25%

	Interest cover

	Profit before interest/Interest charges

	699/181= 3,86 times
	805/226= 3,56 times



Analyzing the report carried out for the years 2020-2021, we can highlight some increases in 2021, and only in some positions, there are no considerable increases, the gross profit margin has a slight increase, as well as the stock holding period, instead, a slight decrease can be observed during the debt collection period. Interest coverage is relatively stable. In general, ROCE has improved and ROE has also increased with it, being a very good index for the company.
